CJornpll  ICavu  ^rlyonl  ICtbraty 


Cornell  University  Library 
KFN5292.A25  1906 

V.3 

Testimony  taken  before  the  Joint  committ 


3   1924  022  827  616 


Cornell  University 
Library 


The  original  of  this  book  is  in 
the  Cornell  University  Library. 

There  are  no  known  copyright  restrictions  in 
the  United  States  on  the  use  of  the  text. 


http://www.archive.org/details/cu31924022827616 


TESTIMONY 

TAKEN    BEFORE    THE 

JOINT  COMMITTEE 

OF  THE 

SENATE  AND  ASSEMBLY 

OF  THE  STATE  OF  NEW  YORK 

TO  INVESTIGATE  AND  EXAMINE  INTO  THE  BUSINESS 
AND  AFFAIRS  OF 

LIFE  INSURANCE 
COMPANIES 

DOING  BUSINESS  IN  THE  STATE  OF  NEW  YORK 


VOLUME    III 


ALBANY,  N.  Y. 

J.   B.  LYON  COMPANY,  PRINTERS 

1906 


$b^^^\ 


COMMITTEE 


SENATORS 

WILLIAM  W.  ARMSTRONG,  Chairman. 
WILLIAM  J.  TULLY, 
DAJSriEL  J.  RIORDA]ST. 

ASSEMBLYMEN 

JAMES  T.  ROGERS, 
ROBERT  LYJSrisr  COX, 
WILLIA]\[  W.  WEMPLE, 
EZRA  P.  PRENTICU^:,  Secretary. 
JOHN  McKEOWN. 


COUNSEL 


CHARLES  E.  HT^GIIES, 
JAMES  McKEEX. 

Associate  Counsel 
MATTHEW  C.  FLEMING. 


ALDERMANIC    CHAMBER, 

City  Hall,  New  York  City. 

November  10,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

WILLIAM  BAENES,  Sr.,  being  duly  sworn  by  the  Chairman,, 
testified  as  follows: 

BY  ME.  HTTGHES: 

Q.  Mr.  Barnes 


THE  WITNESS:  Mr.  Counsel  and  luLr.  Pj-«si4ejRt  I  will  gp 
on  and  make  a  statement  or  I  will  be  interrogated  in  the  begin- 
ning, or  after  I  make  my  statement  be  iijteyrogated  and  answer 
any  questions  of  the  Counsel  or  Chairman,  whichever  way  you 
think  best. 

ME.  HUGHES :  It  is  proper  to  say  th^t  Mr.  Barnes  appeArs 
here  at  his  request,  having  written  to  the  Committee  from  Nan- 
tucket that  he  have  au  oppoitumty  to  be  examined.  You  will  have 
an  opportunity,  Mr.  Barnes,  later  to  make  any  statement  that  you 
desire,  if  you  will  permit  me  to  ask  you  a  few  qn^tjons  which  wiU 
elicit  the  facts  I  think  probably  it  will  come  ant  in  a  more  ordorly 
way. 

Q.  You  are  an  attorney  at  law,  Mr.  Barnes?    A.  I  am. 

Q.  And  for  how  many  years  have  you  been  attorney?  A.  I 
commenced  studying  law  in  May,  1860,  was  admitted  under  the 
old  system  seven  years'  clerkship  and  three  years'  practice  as  an 
attorney  in  1846. 

Q.  You  were  at  one  time  Superintendent  of  Insurance  of  this 
State?    A.  Superintendent  from  January,  1860,  to  January,  1870. 

Q.  Now,  will  you  please  state  what  connection  you  have  had 
with  insurance  companies  in  this  State  as  attorney  ov  represent- 
iog  them  in  any  way  ?  A.  Well,  I  have  had  no  special  connection 
with  life  insurance  companies  after  I  left  the  department  unt^il 
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three  or  four  years  ago.  I  have  been  connected  more  or  less 
with  other  companies  in  other  states. 

Q.  Well,  so  far  as  the  companies  doing  business  in  the  State 
of  New  York  is  concerned,  what  has  been  your  relation  to  them? 
A.  ISTothing  except  the  preparation  of  two  or  three  books  by  order 
of  the  Legislature — nothing  directly  with  the  companies. 

Q.  You  have  had  retainers,  have  you  not  ?  A.  Except  I  had  a 
retainer  from  the. Equitable  Company  for  a  single  year. 

Q.  I  have  here  a  number  of  vouchers  or  receipts  from  the 
Equitable  Life  Assurance  Society  and  I  will  ask  if  those  are  your 
signatures  (handing  witness  paper)?  A.  Those  are  all  my  hand- 
writing and  my  signatures.  I  have  not  taken  the  trouble  to  read 
them  but  I  see  it  is  my  handwriting. 

Q.  And  you  received  the  moneys  covered  by  them  ?    A.  Yes. 

MR.  HUGHES:  I  offer  these  in  evidence  and  will  note  them 
upon  the  record  as  Exhibits  Nos.  341,  342,  343,  344. 

Q.  In  all  cases  the  payment  is  stated  to  be  for  retainer  and 
professional  services.  Will  you  please  state  what  the  services 
were  which  you  rendered  to  the  Equitable  Company  for  the 
moneys  received?  Of  course  I  mean  briefly;  I  do  not  mean  in 
extenso  ?  A.  I  have  a  memorandum  here  but  I  do  not  put  my 
hand  on  it  this  minute. 

Q.  Is  this  it  underneath  here  (indicating)?  A.  No.  I  will 
probably  find  the  memorandum  afterwards. 

Q.  Well,  in  a  general  way  what  was  the  nature  of  the  services  ? 
A.  I  gave  an  opinion  and  a  recommendation  to  the  associated 
companies,  the  Mutual  and  the  New  York  were  associated  in  my 
retainer  with  the  Equitable  recommending  a  plan  for  insuring 
the  laborers  and  workmen  in  the  large  industrial  establishments 
employing  several  thousand  men,  by  paying  the  premiums,  paid 
by  the  proprietors,  after  condition  after  they  had  served  a  certain 
time — a  year  I  think  it  was,  and  was,  and  to  continue  for  the 
insurance  of  a  certain  amount  to  continue  unless  they  engaged 
in  a  strike. 

Q.  When  was  that?     A.  It  was  along  in  1891. 

Q.  1901,  wasn't  it  ?  A.  1901.  Several  strikes  were  going 
on  at  the  time.  I  also  proposed  a  plan  of  perpetual  annuities, 
negotiable,  passing  from  hand  to  hand  in  a  certain  sense  as  a  sort 
of  cuiTcncy,  similar  to  the  government  annuities,  issued  by  the 
British  Government — somewhat  similar  to  that. 
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Q.  When  was  that?  A.  I  cannot  give  you  the  exact  date 
without  finding  the  papers.  It  was  since  the  retainer.  And 
I  also  proposed  a  plan  for  increasing  the  issue  of  ordinary  annui- 
ties somewhat  similar  to  the  plan  of  the  French  Government,  prac- 
ticed in  France,  where  anniiities  are  more  popular  even  than  life 
insurance,  or  have  been.  I  also  proposed  the  issuing  of  a 
pamphlet  by  life  insurance  companies  somewhat  similar  to  the 
one  which  I  issued  when  I  was  the  consulting  counsel  of  the  Life 
Association  of  America,  embracing  the  general  statistics  of  all 
the  life  insurance  in  the  world  as  compared  with  those  three- 
companies.  ' 

Q.  Were  those  plans  that  you  have  mentioned  or  any  of  them 
adopted  by  the  companies  ?  A.  Some  of  them  were  favored  by 
part  of  the  companies,  and  some  of  them  were  not.  I  also  pro- 
posed the  issuing  of  a  first  and  second  prize  for  the  best  essay 
open  to  the  world  on  longevity  and  the  preservation  of  good  health, 
to  be  issued  to  all  policyholders  of  the  company  and  free  to  the 
whole  world  to  take  copies  if  they  choosed.  Some  of  the  ofiioers 
were  somewhat  favorable  to  this  and  some  of  them  supposed  the 
essays  that  were  already  issued  were  sufiicient.  Also  in  the  case 
of  the  Equitable  I  wrote  several  opinions  to  the  president  and 
vice-president,  several  recommendations  in  favor  of  mutiial  life 
in  that  company  as  provided  in  its  original  charter. 

Q.  That  was  last  winter  ?  A.  By  the  original  founders  of  the 
company,  William  Alexander  and  Henry  B.  Hyde.  You  will 
find  the  details  of  my  reasons  in  an  article  which  I  have  here 
published  in  the  Evening  Post,  September  14,  1905.  Of  course 
I  won't  go  into  the  reasons  for  that;  I  don't  suppose  you  desire 
them  at  the  present  time. 

Q.  I  understand  that  the  association  of  companies  in  your  re- 
tainer account  for  the  odd  amoimt  of  $666  paid  by  the  Equi- 
table; that  was  one-third?     A.  That  was  a  third.     It  does. 

Q.  So  that  there  was  an  arrangement  made  by  which  you 
should  receive  from  the  three  companies  $2,000  a  year?  A. 
As  a  retaining  fee  and  for  services  that  I  might  perform  dur- 
ing the  time.  That  came  around  in  this  way.  When  the  mod- 
em scheme  of  taxing  the  premiums  of  life  insurance  to 
which  I  was  very  strongly  opposed,  I  wrote  to  one  of  these 
men,  Mr.  Alexander,  stating  my  opinions  on  that  subject.  Dur- 
ing my  administration  of  ten  years  the  life  insurance  com- 
panies were  charged  nothing,  no  tax — and  I  believe  now  that  it 
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is  the  state  policy  and  t^e  poliey  of  economy  tiiat  that  shoailcl 
be  one  oi  the  reforms  recommended  by  ;tbis  Oommittee — was 
to  abolish  all  taxation  of  any  kind  on  life  insiirance  and  on  savings 
banks.  Of  course  I  won't  go  into  tbe  reasons  for  that,  for  I  do  not 
suppose  you  want  that  now;  but  when  I  gave  that  opinion  to  Mr. 
Alexander,  within  two  or  three  months  afterwards  he  wrote  me 
whether  I  would  accept  a  retainer  from  the  three  companies,  per- 
forming such  seiwices  as  they  might  direct  or  I  might  suggest  dur- 
ing that  time.     I  accepted  the  retainer. 

Q.  That  was  about  1901?     A-  Exactly  1901,  in  May. 

Q.  Prior  to  that  you  had  not  been  under  the  retainer  of  any  of 
them?     A.  I  had  not. 

Q.  Now  I  show  you  a  number  of  vouchers  of  the  Mutual  Life 
Insurance  Company  of  Kew  York  dated  June  29,  1901,  Jime  SO, 
1902,  July  1,  1904,  for  $666  each.  Those  were  in  payment  for 
services  rendered  under  this  retaiiier?  A.  For^  retainer  and  serv- 
ices rendered.  They  were  from  the  three  companies  as  I  stated 
before. 

Q.  I  understand  these  correspond  to  the  amnints  paid  by  the 
other  companies.  Here  is  a  vouchea-  dated  Septemiber  1,  1905, 
which  was  put  in  evidence  on  Mr.  McCurdy's  examination,  for 
$1,G00  on  a  bill  rendered.  Was  that  under  the  same  general  re- 
tainer and  arrangement  or  under  a  different  one  ?  A.  It  was  not 
under  any  different  retainer;  it  was  under  special  order  and  re- 
quest. 

Q.  I  notice  the  amoimt  was  different — ^the  amount  seems  to  be 
different.  A.  A  retainer  does  not  includes  services,  as  you  kn,ow 
as  a  lawyer.  A  retainer  is  a  retainer  and  services  are  to  be  charged 
for  at  a  reasonable  sum,  performed  under  it. 

Q.  Did  you  receive  any  additional  amounts  from  these  com- 
panies, that  is,  amounts  in  addition  to  the  $2,000  a  year  during 
the  year A.  I  did  not. 

Q.  So  that  down  to  this  year  you  got  nothing  in  addition  to  the 
retainer?     A.  Nothing. 

Q.  You  jjerformed  the  services  during  those  years  frojn  1901 
under  the  retainer  without  additional-  coinpensation?     A.  Yes,  sir. 

Q.  But  this  year  there  was  additional  compensation  for  the  serv- 
ices rendered  to  the  Mutual?  A.  Special  service  on  sp6cia,l  re- 
quest. 

Q.  That  special  service  was  wh#t?  A.  If  I  go  into  that,  Mr. 
Hughes,  I  should  like  to  take  a  little  time  to  expkin  l^e  eircuRi- 
stances  and  I  will  do  it  now  or  I  will  do  it  subsequently. 
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Q.  That  is  a  matter  as  to  which  you  wish  to  make  a  statement? 
A.  Yes. 

Q.  Assiiming  \&w  will  make  it  as  condensed  as  possible,  I  would 
be  very  glad  to  have  you  state  what  you  did  in  regard  to  it.  A. 
Mr.  Hamilton  along  in  January  consulted  me  as  attorney  repre- 
senting the  Kew  York  Life  aBd  to  a  certain  extent  the  other  com- 
panies, as  to  whether  I  would  make  an  argument  before  the  Senate 
Committee  on  Codes  and  the  Senate  Committee  on  Insurance  in 
reference  to  the  repeal  of  Sectioji  56  of  the  General  Insurance  Law. 
I  was  not  in  very  good  health  at  the  time  and  bad  other  mattera  of 
importance  on  hand,  my  own  personal  matters,  and  I  hesitated 
about  it.  He  consulted  the  companies  and  they  desired  I  should 
make  the  argument.  I  considered  it  my  duty  to  make  the  argu- 
ment under  my  retainer  and  under  my  convictions  that  the  repeal 
of  that  section  was  a  perfect  outrage  upon  the  life  insurance  inter- 
ests of  the  country  and  the  interests  of  the  policyholders  and 
people.  I  will  have  something  to  say  upon  that  when  I 
make  my  statement.  The  assumption  that  the  policyholders 
desired  the  repeal  of  that  law  is  utterly  untrue.  The  assumj)tion 
that  the  repeal  of  that  law  was  in  the  interest  of  reform  is 
precisely  the  opposite  of  the  truth.  The  passage  of  the  law 
was  the  reform  which  prevented  the  commencing  of  blackmail 
suits  by  any  man  who  had  a  hundred  dollar  policy  against  any 
company  with  three  or  four  hundred  millions  of  dollars,  and 
also  the  appointment  of  a  receiver,  and  putting  the  companies 
into  the  hands  of  a  receiver  by  lawyers  who  through  receiver- 
ship might  make  hundreds  of  thousands  of  dollars  of  fees,  and 
have  the  receivership  abolished  in  two  or  three  months. 

Q.  Before  you  go  into  that  won't  you  state  what  your  service 
was,  so  as  to  get  that  by  itself?  A.  It  was  the  preparing  of  an 
oral  argument  which  I  made  before  the  Code  Committee,  con- 
sisting of  lawyers,  by  the  way,  in  the  Senate,  and  consequently 
these  bills  were  urged  especially  by  Senator  Braekett,  and  more 
in  reference  to  a  particular  case  he  had  on,  in  which  Mary  S. 
Young  was  the  plaintiff,  and  she  was  the  sole  policyholder  that 
I  know  of  that  urged  the  passage  of  the  repeal  of  Section  56. 
I  made  the  argument  and  Senator  Braekett,  or  someone  in  his 
behalf,  instituted  another  bill  that  was  referred  to  the  Insur- 
ance Committee,  to  repeal  absolutely  this  Section  56.  On  that 
occasion  I  prepared  a  further  argument  by  which  I  proposed  to 
add  a  copy  as  a  schedule  to  my  testimony  in  which  I  demonstrated 
in  connection  with  other  lawyers,  Mr.  Short  for  the  Mutual  Life, 


2030  Legislative  Insurance  Investigation. 

to  the  perfect  satisfaction  of  the  Insurance  Committee  apparently 
that  that  section  should  be  retained  as  one  of  the  bulwarks  of  the 
policyholders  of  the  life  insurance  companies  of  the  State  of  New 
York.  Mr.  Short  said  it  had  been  in  litigation  even  in  Australia 
in  an  English  court,  and  that  the  English  court  had  sustained 
that  Section  56,  as  judicious  and  a  proper  one.  The  policyholder 
in  Australia  proposed  to  haul  over  all  the  accounts  of  the  Mutual 
Life  Insurance  Company  and  have  an  Australian  court  settle 
what  would  be  justice  in  reference  to  a  declaration  of  dividends. 
I  will  cite  the  opinion  of  Judge  Ketcham  of  the  Court  of  Appeals, 
Judge  John  Clinton  Gray,  one  of  the  most  conservative  judges 
in  the  Court  of  Appeals 

Q.  We,  are  familiar  with ,  those  decisions — ■ —  A.  But  the 
public  are  not.  The  public  are  familiar  with  the  statements  pub- 
lished in  reference  to  myself  and  the  companies,  but  are  not 
familiar  with  these  decisions  of  Judge  Ketcham  and  Judge  Gray 
and  Judge  Martin,  declaring  that  this  section  was  necessary  and 
tliat  the  commencement  of  these  suits  was  a  public  nuisance  and 
facilitated  the  levying  of  blackmail  against  the  companies  by 
fictitious  suits. 

Q.  Will  you  just  state  what  you  did,  without  argument,  on  the 
matter  of  the  bills  at  present?  A.  I  prepared  this  printed  argu- 
ment, of  which  I  have  a  copy  here,  and  of  course  I  had  an  oral 
argument. 

Q.  Did  you  appear  before  the  Senate  Committee  as  represent- 
ing the  insurance  companies?  A.  I  appeared  before  the  Senate 
Committee  as  representing — the  brief  is  signed  by  Andrew 
Hamilton's  name  as  attorney,  and  mine  as  counsel  for  the  New 
York  Life.  I  prepared  a  printed  point,  and  sent  proofs  of  them, 
and  submitted  them  to  Judge  Hamilton,  and  he  was  out  of  town, 
and  it  was  necessary  for  me  to  close  up  the  points  immediately, 
and  I  am  alone  responsible  for  the  points  as  they  appear  in 
print,  and  I  am  glad  that  I  am  responsible  for  them. 

Q.  In  that  you  are  representing  the  three  companies?  A. 
The  three  companies. 

Q.  And  this  voucher  that  I  have  shown  you  of  a  thousand  dol- 
lars from  the  Mutual  was  for  that  ?     A.  It  was. 

Q.  Their  share?  A.  It  was.  There  was  no  sum  fixed.  I 
•;hink  it  was  a  very  moderate  charge. 

Q.  Was  that  inclusive  of  the  retaining  fee?  A.  There  was 
no  retaining  fee  paid  that  year.  There  was  only  $1,000  paid 
for  those  services. 
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Q.  Were  you  paid  by  the  New  York  Life  and  the  Equitable  ? 
A.  No,  the  Equitable  did  not  pay  me. 

Q.  And  you  were  simply .    A.  The  Equitable  was  in  too 

much  trouble  themselves,  taking  care  of  their  own  matters,  and 
too  much  irritated  by  the  opinion  I  had  given  that  the  officers 
and  directors  of  that  company  should  mutualize  themselves  imme- 
diately as  provided  by  the  original  charter.  The  stockholders 
wanted  to  pocket  the  whole  power  in  that  company,  which  the;^- 
hold  to  this  day,  one-man  power,  except  they  changed  the  name  of 
the  man  from  James  Hazen  Hyde  to  Ryan,  that  is  the  only  change 
made,  and  the  policyholders  have  no  power  in  it,  no  practical 
power.  Under  this  provision  of  the  charter  tlie  policyholders  had 
all  the  power  and  could  elect  the  whole  fifty-two  directors  by 
appearing  in  person,  policyholders  over  $5,000,  and  electing  their 
(nvn  board  of  directors. 

Q.  You  then  appeared  on  this  matter  of  the  repeal  of  Section 
56  for  the  New  York  Life  and  the  Mutual?  A.  And  the  Equi- 
table also. 

Q.  But  not  under  any  special  arrangement  with  the  Equitable  ? 
A.  Not  imder  any  special  arrangemenl  witli  the  Equitable  except 
through  Judge  Hamilton.  Now,  Judge  Hamilton  had  authority, 
as  I  understood,  to  act  for  the  three  companies. 

Q.  Did  Judge  Hamilton  pay  you  for  your  services  to  the  New 
York  Life?     A.  By  check  of  the  New  York  Life. 

Q.  That  is  the  regular  check  of  $666?  A.  No,  that  was  not 
paid  at  all  this  last  year. 

Q.  What  did  they  pay  ?  A.  The  thousand  dollars  for  the  New 
York  Life  for  the  argument  on  these  bills  in  the  Legis- 
lature. 

Q.  Have  you  appeai-ed  for  the  insurance  companies  in  regard 
to  any  other  matters  of  legislation  ?    A.  I  have  not. 

Q.  It  is  the  only  thing  for  any  of  them  ?    A.  Yes,  sir. 

Q.  You  spoke  a  little  while  ago  of  a  plan  of  insuring  working- 
men,  as  I  understood  it,  in  large  industrial  businesses  ?    A.  Yes. 

Q.  Did  you  have  under  your  consideration  the  provision  of 
Section  55  of  the  Insurance  Law,  that  no  policy  or  agreement  for 
insurance  shall  be  issued  upon  the  health  or  life  of  another  or 
against  loss  by  disablement  by  accident,  except  upon  the  appli- 
cation of  the  person  insured,  or  except  that  an  employer  may  take 
out  a  policy  of  accident  insurance  covering  his  employees  col- 
lectively  for   the    benefit    of   such    as    may    be    injured.     Was 
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tlirt  at  all  involved  in  your  plafi?  A.  That  laad  nothing  to  do 
with  that  kind  of  insurance.  It  was  simple  life  insurance  and  not 
actMeiit  or  disablement  or  anything  of  the  kind.  It  was  a  mere 
proposal  — ^ — -i 

Q.  Was  it  to  be  taken  by  the  persons  themselves  or  by  em- 
ployers On  their  behalf  ?  A.  Taken  by  employers  for  the  benefit 
of  the  employee. 

•  Q.  Did  yoti  understand  that  Section  55  of  the  Insurance  Law 
prohibited  any  sttch  insurance  eJfcept  that  an  employer  might  take 
'out  accident  insurance  ?  A.  I  do  not  understand  it  so.  I  under- 
stand that  ariybfedy  -^ho  has  an  interest  in  the  life  of  another 
can  iristite  it,  and  if  it  had  been  necessary  to  have  an  amendment 
to  the  Act  of  Legislature  to  allow  it,  It  would  have  been  worth 
while  to  obtain  it. 

Q.  The  object  of  my'  question  was  to  find  whether  such  an 
ait.cfidment  was  in  contemplation?  A.  We  had  not  reached  as 
far  as  thfet,  because  Mr.  McClintock,  the  learned  and  distinguished 
actuary  of  the  Mutual  Life,  thought  that  they  could  not  with 
safety  gr^nt  such  a  policy  as  that  without  medical  examination. 
My  proposal  was  to  take  "them  en  bloc,  take  the  whole  number 
of  employees.  I  considered  as  a  consulting  actuary,  and  also 
an  insurance  superintendent,  that  it  was  entirely  safe  to  issue  a 
policy  upon  5,000  lives  or  so,  just  as  they  stood,  at  the  ordinary 
rates  of  premium,  that  the  risk  was  only  that  of  an  ordinary 
mortality  on  the  average. 

Q.  You  understood  that  Section  56  of  the  Insurance  Law  pro- 
hibited an  action  by  a  policyholder  fot-  an  accounting  under  his 
l>olicy  except  upon  at  the  application  of  the  Attorney  General 
or  after  his  approval  of  a  request  in  writing  therefor  of  the  Super- 
intendent of  Insurance?  A.  I  certainly  understood,  that  is  the 
]j]ain  reading-  of  the  section,  although  liiy  leairned  friend,  Senator 
Brackett,  tried  to  makfe  believe  that  the  proposition  to  repeal  that 
section  was  in  order  to  enable  anybody  to  bring  an  action,  which 
they  ckn  do  anyway,  except  they  (aafnnot  bring  an  action  for  the 
dissolution  of  the  company  -and  for  an  accounting  of  the  Whole 
business. 

Q.  Can  they  bfing  an  action  for  an  accountiiig  AvithoTit  asking 
for  a  dissolution?  A.  They  cannot.  It  has  been  expressly  bo 
decided  by  the  Court  of  Appeals.  And  in  this  aigiiment — -ex- 
cuse  me,  you  must  give  me  half  a  chanbe-^- — 

Q.  I  will  be  glad  to  give  you  more  than  half.  A.  In  this  argu- 
ment before  the  Court  of  Appeals  I  had  a  specimen  voliune  of  the 
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policy  register  of  the  Equitable  before  me  and  before  the  Com- 
mittee, and  I  showed  to  them  that  this  large  folio  rolume,  all 
covered  with  the  policies  of  the  company,  600,000  in  number — I 
only  use  round  figures — it  took  125  volumes  of  that  to  contain  the 
schedule  of  policies  of  the  Eq^iitable  alone,  and  that  every  single 
one  of  those  policies  had  got  to  be  valued  seriatim,  and  to  show 
the  amount  of  labor  required,  if  a  man  with  a  hundred-dollar 
policy  and  with  a  lawyer  who  had  no  business,  chose  to  bring 
an  action  of  that  kind,  the  trouble  he  could  make  for  the  com- 
pany. 

Q.  So  you  based  your  opposition  to  the  repeal  on  the  incon- 
venience of  having  suits  for  accountings  which  involves  such  a 
multiplicity  of  detail?     A.  Only  as  a  minor  consideration. 

Q.  But  that  was  involved?  A.  That  was  involved  as  a  part 
of  the  reason,  not  fhe'main  reason. 

Q.  ISTow,  eliminating  the  matter  of  inconvenience  due  to  the 
multiplicity  of  matters  which  would  have  to  be  examined,  what 
was  the  other  consideration?  A.  The  other  considerations  were 
that  a  life  insurance  company  is  a  creature  of  the  State,  an  arti- 
ficial corporation  in  which  the  interests  of  hundreds  of  thousands 
of  policyholdets  is  invested,  and  to  repeal  that  charter — 

Q.  That  law?  A.  The  repeal  of  that  chaiter  should  be  in- 
itiated by  the  State  authorities  that  gTanted  it.  I  recollect  that 
when  I  was  superintendent  that  one  of  the  tJiree  judges  who  were 
turned  out  of  ofiice  in  1873,  it  was  reported — I  cannot  vouch  for 
its  truth  except  by  way  of  report — that  he,  or  a  friend  of  his,  car- 
ried around  in  his  pocket  a  t-emporary  injunction  and  appoint- 
ment of  a  receiver  for  that  company  for  weeks,  threatening  the 
Mutual  Life  at  that  time  to  put  it  in  the  hands  of  a  receiver. 
Fortunately  that  judge  was  put  where  he  could  not  issue  any  in- 
junction or  receiverships.  That  is  the  main  reason.  It  is  to 
prevent  these  companies  from  being  bothered  by  such  litigation 
as  that,  which  would  keep  them  constantly  bothered,  and  they 
might  be  tempted,  as  Mr.  McOurdy  was  in  the  Milwaukee  case 
of  Burke,  to  pay  $25,000  to  have  the  suit  vacated.  I  only  refer 
you  to  that — I  cannot  use  as  strong  language  as  was  used  by 
•Judge  Peekhain  or  Judge  Gray  or  Judge  Martin  upon  that  sub- 
ject. That  was  the  ground  that  I — I  cannot  use  the  argument 
that  Senator  Brackett  used,  where  he  said  he  wanted  it  so  thar 
the  most  drunken,  blear-eyed  colored  man  or  waiter  could  com- 
mence suit  to  vacate  the  chartei-s  of  these  companies  and  appoint 
ii  receiver. 
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Q.  You  seein  to  make  your  opposition  strongly  upon  the  in- 
iid^'isability  of  alloAving  a  policyholder  without  the   consent  of 

tlie  Attorney  General  to  bring  suit  to  dissolve  the  company 

A.  And  appoint  a  receiver. 


Q.  And  appoint  a  receiver.     A.  Or,  ask  for  an  accounting — ■ — 

Q.  Pardon  me.  ISTow,  don't  you  understand  Section  56  goes 
far  beyond  prohibiting  an  action  by  a  policyholder  to  dissolve  the 
company  or  appoint  a  receiver,  and  prohibits  any  action  by  a 
policyholder  for  an  accounting  under  his  policy?  A.  I  do  not. 
So  far  as  an  accounting  under  his  policy  is  concerned,  if  there  has 
been  any  accounting  the  amount  has  been  fixed  that  he  is  entitled 
to.  But  it  does  prohibit  it  if  it  requires  a  wholft  accounting  of  the 
whole  assets,  of  four  hundred  millions  of  doUai'iS,  and  the  valuation 
of  these  six  hundred  thousand  policies,  to  get  at  whether  he  is  going 
to  have  five  dollars  or  ten  dollars.  The  coui'ts  have  decided  that 
they  do  not  want  to  assume  the  onus  of  declaring  the  amount  of 
dividends  to  policyholders,  and  that  that  power  is  best  left  in  the 
hands  of  the  president  and  Board  of  Directors,  who  are  entirely 
familiar  with  the  circumstances,  and  as  long  as  they  act  in  good 
faith  and  in  their  discretion,  that  that  shall  be  the  final  decision 
as  to  the  amount  of  dividends,  instead  of  overhauling  it  in  every 
court  of  the  country,  in  the  forty  States  of  the  Union,  which  would 
render  things  in  such  a  confused  condition  that  it  would  be  im- 
jjossible  to  do  business,  and  they  might  as  well  apply  for  a  receiver 
themselves. 

Q.  You  understood  that  the  decision  of  the  Court  of  Appeals  in 
the  cases  to  which  you  refer  were,  predicated  upon  the  provisions 
of  the  policies  there  under  consideration?  A.  Not  specially.  I 
do  not  get  at  your  idea  precisely. 

Q.  Don't  you  know  it  was  a  matter  of  a  contract  upon  the  part 
of  the  policyholder  that  he  should  accept  the  division  allowed  him 
by  the  company  ?  A.  I  don't  think  there  is  any  such  provision  in 
the  general  policies  of  the  large  companies.     I  am  not  sure. 

Q.  Well,  apart  from  any  provision  of  that  sort,  and  assuming 
that  there  is  no  objection  as  a  matter  of  contract  to"  an  action  for 
an  accounting  by  a  policyholder,  do  you  see  any  reason  why  a 
policyholder  should  not  be  entitled  to  bring  a  company  into  the 
courts  of  justice  to  find  out  what  is  right  ?  A.  It  is  not  necessary 
to  do  that.  AH  he  has  to  do  is  to  read  his  policy  and  go  to  his 
la-ttyer  and  see  what  his  rights  are.  His  rights  are  to  have  his 
policy  paid  at  maturity,  and  his  main  right  is  to  have  his  nolicy 
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paid  at  maturity.  It  is  not  when  he  mil  get  five  dollars  dividend 
or  ten  dollars  dividend,  according  to  the  mortality  or  other  circum- 
stances. That  is  only  incidental,  the  amount  of  the  dividend. 
The  main  issue  is  whether  his  policy  will  be  paid  at  maturity  and 
whether  these  men  have  enough  in  their  pockets  to  pay  up  the 
policy  when  it  does  mature. 

Q.  If  the  insurance  company  agrees  to  pay  a  man  a  certain  part 
of  its  profits,  and  there  is  no  provision  in  the  contract  which  de- 
prives him  of  an  accounting,  do  you  know  any  reason  why  the 
statute  should  prohibit  him  from  going  into  the  courts  of  justice 
and  finding  out  whether  the  company  is  giving  him  what  he  is 
entitled  to  ?    A.  I  do. 

Q.  Will  you  please  state  what  it  is  ?  A.  I  do.  As  I  stated  be- 
fore, before  the  passage  of  Section  56  of  the  Insurance  Law,  it  was 
already  decided  by  Judge  Peckham  and  others  that  a  policyholder 
could  not  go  into  court,  and  it  was  decided  so  by  even  this 
Australian  court,  and  overhauled  all  the  assets  and  liabilities 
of  the  companies  in  order  to  settle  the  amount  of  dividends  he 
was  to  have ;  that  that  matter — ^the  discretion  of  deciding  of  how 
much  dividend  could  properly  be  made — ^must  be  rested  some- 
where, and  where  should  it  be  rested  ?  The  court  said,  should 
be  rested  in  the  president  and  Board  of  Directors,  as  the  men 
with  more  knowledge  and  moi*e  competence  to  pass  upon  the 
question  than  anybody  else.  Now,  as  an  insurance  man  and 
a  lawyer,  it  is  necessary  for  any  life  insurance  company,  if  pos- 
sible, to  maintain  an  extra  reserve  beyond  their  liabilities,  be- 
cause if  a  company  is  short  a  certain  amount,  the  Superintendent 
or  the  Attorney  General  may  apply  for  a  receiver  on  the  ground 
of  insolvency,  although  it  is  a  peculiar  feature  of  life  insurance 
that  a  company  may  be  actually  insolvent  to-day  to  the  extent 
of  one  million  of  dollars,  and  in  a  year  or  two  make  it  all  up. 
But  before  going  back  to  that,  the  condition  is  this,  you  must 
reserve  in  the  first  place  the  net  present  value  of  the  policies  upon 
the  valuation  table,  the  first  of  which  I  prepared  myself  under 
my  administration.  None  was  required  before  that.  And  in 
the  next  place,  the  ordinary  matured  deaths,  and  contested  claims, 
if  any,  and  in  addition  to  that  they  must  have  an  extra  reserve 
to  provide  for  contingencies.  The  amount  of  that  reserve  should 
be  placed  as  the  courts  say,  and  as  a  matter  of  fact  and  a  matter 
of  theory  and  actuarial  experience  and  knowledge,  in  England 
and  this  country,  and  of  all  the  authorities  on  the  subject  of  life 
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insurance — there  must  be  an  extra  reserve  in  order  to  meet  con- 
tingencies. The  amount  of  that  must  rest  somewhere,  as  I  have 
said  before,  and  the  courts  and  authorities  say  it  should  rest 
with  the  Board  of  Directors  and  the  president,  if  they  act  in 
good  faith  and  to  the  best  of  their  judgment.  If  they  act  in 
bad  faith,  the  court  will  review  it.  Even  now,  if  aiiy  bad  faith 
is  proved. 

Q.  Do  you  think  that  the  court  can  review  it  now,  at  the  action 
of  a  policyholder  without  the  consent  of  the  Attorney  General? 
A.  Yes,  if  they  can  prove  bad  faith. 

Q.  What  is  there  in  Section  56  which  makes  an  exception  in 
case  the  policyholders  seek  to  prove  bad  faith?  There  is  nothing 
there  about  that.  It  says  no  action  for  an  accounting  shall  be 
broiAght.  A.  Well,  that  may  be,  that  they  cannot  bring  it  now, 
without  that,  but  that  was  the  decision  of  the  court  prior  to  the 
passage  of  Section  56,  which  would  cover  bad  faith. 

Q.  Your  point  is,  that  in  -^'iew  of  the  complexity  of  the  ques- 
tions to  be  decided,  in  order  that  the  company  should  be  prop- 
erly protected  in  maintaining  its  reserve,  that  these  matters  should 
be  left  to  the  discretion  of  the  Board  of  Directors  and  the  officer- 
of  the  company  without  any  opportunity  on  the  part  of  the  court 
to  review  them  and  decide  whether  the  company's  action  is  proper. 
A.  As  Judge  Peckham  said  in  this  decision,  he  said  probably  every 
policyholder  in  the  company  would  not  commence  such  an  action 
as  that,  but  at  least  they  could  commence  a  score  of  them  in  every 
county  of  this  State  and  every  State  in  the  Union.  That  would 
make  a  beautiful  hodge-podge  for  our  companies  that  have 
.  reached  the  success  that  they  have  to  the  honor  of  the  State  and 
made  the  American  name  known  all  over  the  world,  and  who 
have  an  abundance  to  meet  every  liability,  and  who  are  subjected 
to  this  semi-annual  cntsade,  not  so  much  by  the  learned  counsel 
and  by  this  Committee  as  by  our  friends  here  (indicating  news- 
paper reporters)  who  send  colored  reports  from  Maine  to  Texas 
and  from  the  Great  Lakes  to  the  Gulf  of  Mexico  to  create  au 
excitement  upon  tJhis  subject  of  insurance,  when  an  insuranc.' 
company's  reputation  is  like  a  woman's,  you  cannot  assail  it 
whether  it  is  true  or  not,  without  having  the  stain  last,  perhaps 
for  a  generation,  and  that  is  where  we  are  placed  to-day,  unneces- 
sarily, in  part,  I  claim. 

Q.  The  point  that  you  make,  I  understand,  is  that  this  section 
of  the  statute  is  necessary  to  protect  companies  and  policyholder^ 
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from  improper  suits,  from  blackmailing  suits?  A.  Not  Pii- 
tirely. 

Q.  Well,  in  part?  A.  The  suit  may  not  entirely  be  a  black- 
mailing suit. 

Q.  So  far  as  it  is  a  blackmailing  suit A.  There  may  be  a 

great  many  policyholders  that  are  so  unintelligent  on  this  subject 
as  to  commence  a  suit  in  good  faith. 

Q.  Whether  a  plaintiff  has  a  cavise  of  action  or  not  and  wheither 
he  brings  his  action  in  good  faith,  our  courts  of  justice  are  sup- 
posed to  be  instituted  for  the  very  purpose  of  trying  them  out, 
and  determining  whether  the  plaintiff  should  or  should  not  suc- 
ceed. Is.  there  any  reason  why  that  should  not  apply  to  policy- 
holders as  to  other  members  of  the  community  in  relation  to 
other  business  affairs?  A.  That  has  been  already  decided,  and 
they  have  a  right  to  commence  an  action,  except  these  actions 
for  the  appointment  of  a  receiver  and  the  practical  dissolution 
of  the  company.  That  is  a  State  function.  We  do  not  want  to 
have  every  policyholder  turn  himself  into  an  Attorney  General  or 
into  the  Superii^tendent  of  Tns\Trance  and  have  him  say  "  Here,  I 
have  a  hundred  dollar  policy  in  the  Mutual  Life.  I  want  a  re- 
ceiver. I  will  go  to  my  friend  whom  I  have  on  the  bench  in  New 
York  and  get  a  temporary  receiver  and  he  will  have  an  order  to 
show  cause  a  month  ahead,  or  three  months  ahead,  why  this  com- 
pany should  not  be  put  into  the  hands  of  a  receiver,"  and  a  thou- 
sand such  suits  might  be  commenced  at  one  time. 

Q.  We  have  passed  that  point,  and  were  speaking  simply  of 
the  prevention  of  a  suit,  not  to  have  a  receiver  appointed  but 
to  have  an  accounting  to  see  if  he  was  getting  what  he  was  en- 
titled to.  I  think  you  have  said  all  you  desire  on  that  point.  A.  I 
have  not  had  the  floor,  to  take  the  initiative,  and  I  have  some- 
thing more  to  say  about  it  when  I  have  an  opportunity  to  make 
a  statement. 

Q.  Please  state  what  you  desire  to  say  on  that.  A.  I  hold  in 
my  hand  a  statement  which  I  prepared  as  Superintendent  in  1860 
for  life  insurance  companies,  which  amounts  almost  to  a  perfect 
accounting  of  the  company  itself.  And  if  we  had  our  railroad 
companies  and  mining  companies  and  miscellaneous  corporations 
file  a  statement  like  that  millions  would  have  been  saved  to  the 
people  of  this  State.  And  the  reason  why  ISTew  York  life  in- 
surance companies  have  travelled  the  world  and  travelled  every 
State  of  the  Union  is  that  they  have  such  perfect  confidence  in 
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the  ISTew  York  Dei^artment  and  in  this  statement  that  they  knew 
they  were  getting  what  they  were  bargaining  for,  and  the  com- 
panies could  carry  their  policies  to  maturity.  I  propose  to  hand 
that  in  some  time  as  a  part  of  my  testimony,  the  form  of  that 
statement. 

MK.  HUGHES:  Well,  we  will  have  it  marked  for  identi- 
fication. 

(Paper  marked  Exhibit  345  for  identification.) 

THE  WITNESS:  And  when  they  once  attempt  to  reform 
or  improve  the  insurance  law,  I  can  show  you  here  in  a  pamphlet 
published  after  my  administration,  from  nearly  every  State  of 
the  Union  that  had  insurance  papers,  and  from  England,  Ireland, 
Scotland  and  Germany,  commending  the  !tfew  York  system  as 
the  very  best  in  the  world,  and  our  laws  as  the  best  in  existence, 
if  they  were  properly  enforced.  Of  course,  there  may  be  some 
amendments  of  which  I  may  have  the  liberty  of  suggesting  one 
or  two.  But  in  that  time  and  under  my  administration,  when  I 
came  in  I  came  in  with  two  millions  of  life  insurance  premiums; 
I  went  out  ten  years  later  with  forty-two  millions  of  premiums 
in  New  York  life  companies  alone  and  one  hundred  millions  in- 
crease premiums,  including  those  of  other  States  and  fire  in- 
surance companies.  Why?  Because  they  knew  they  got  the 
truth  in  the  annual  statements.  It  wal  the  most  complete  annual 
statement  required  of  any  corporation  in  the  world. 

MR.  HUGHES:  We  should  be  very  glad  to  have  you  present 
to  the  Committee,  Mr.  Barnes,  any  brief  or  statement  which  you 
desire,  and  they  will  receive  consideration,  and  I  am  obliged  to 
you  for  your  attendance.  I  understand  that  apart  from  this 
matter  of  repeal  of  Section  56  you  never  had  any  connection  with 
any  matters  of  legislation  on  the  retainer  of  the  insurance  com- 
panies. 

THE  WITNESS:  As  far  as  that  is  concerned,  for  nearly 
twelve  years  I  have  not  entered  either  the  upper  or  the  lower 
house  at  Albany.  Last  winter  when  I  made  that  argument  I 
had  only  a  slight  acquaintance  with  two  or  three  Senators,  and 
the  argument  was  made  the  same  way  as  I  prepare  a  brief  for 
the  Court  of  Appeals  and  Supreme  Court  in  argue  a  ease  before 
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them,  and  that  was  the  beginning  and  the  end  of  all  the  argument, 
and  when  these  newspapers  are  publishing  that  my  son,  because 
he  was  one  <.£  the  Republican  leaders  of  Albany  County,  had 
something  to  do  with  that,  he  did  not  even  know  I  was  going  to 
make  the  argument,  and  had  nothing  to  do  with  it  in  any  shape 
or  manner. 

Q.  That  is  all?  A.  Can  I  go  on  and  make  my  statement 
now? 

Q.  I  thought  you  had  made  it?  A.  No,  I  have  some  state- 
ments in  addition. 

Q.  We  shoidd  be  glad  to  have  anything  which  could  come  in 
as  a  part  of  the  evidence,  but  of  course  any  argument  or  formal 
statement  that  you  would  desire  to  submit  to  the  Committee,  Ave 
should  be  very  glad  to  have  in  form  for  consideration.  A.  I  do 
not  care  about  submitting  a  written  argument. 

Q.  What  do  you  desire  to  say,  Mr.  Barnes?  A.  In  the  first 
place,  the  interests  that  are  unwittingly  attacked  here,  the  grand 
life  insurance  interest  of  the  State  of  New  York 

THE  CHAIRMAN:  Mr.  Barnes,  I  do  not  think  the  Com- 
mittee desires  an  argument  on  behalf  of  the  companies  at  the 
present  time. 

THE  WITNESS :    I  do  not  propose  to  make  that. 

THE  CHAIRMAN:     If  you  have  anything  to  say  concern- 
ing yourself  personally  in  defence  of  any  personal  relations  you 
have  had,  the  Committee  would  like  to  hear  that,  but  they  do  not 
desire  to  hear  an  argmnent  upon  the  insurance  question  at  this, 
time.     We  want  your  views 

THE  WITNESS :  That  is  just  what  I  am  complaining  of. 
It  is  not  an  attempt  to  sum  up;  I  do  not  propose  to  sum  up  in 
the  middle  of  the  testimony ;  I  do  not  suppose  that  is  exactly  the 
practice.  In  the  examination  of  Mr.  McCurdy  the  other  day 
he  was  asked  why  the  dividends  had  decreased  so.  Now,  I  have 
here  a  table,  prepared  by  me  in  1870,  which  gives  the  exact  amount 
of  dividends,  of  interest  received  on  all  the  assets  of  the  life 
insurance  companies  doing  business  in  the  State  of  New  York — all 
of  those  companies,  and  I  will  give  that  detail  to  the  Com- 
mittee and  to  the  counsel  to  show — and  the  rate  of  interest,  Mr. 
Counsel — ^nearly  the  whple  rate  of  interest  at  that  time  was  six 
per  cent. — and  now  it  has  run  down  to  nearly  four,  while  the 
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enormous  fact  in  life  insurance,  the  compound  interejst,  is  a  great 
element  of  their  success,  this  question  of  interest  is  vital. 

ME.  HUG-HES :  Mr.  Barnes,  I  do  not  think  we  want  an  argu- 
ment on  that  matter  now.  If  you  have  anything  you  feel  that  the 
Committee  should  hear,  we  will  receive  it. 

THE  WITNESS :  I  won't  give  you  an  argument  upon  it  now. 
I  will  just  hand  in  that  paper. 

MR.  HUGHES:  We  just  want  your  testimony  on  your  per- 
sonal relations  with  that  matter,  and  I  think  you  have  completed 
your  statement  on  that,  have  you  not  ?  If  not,  of  course  I  would 
be  glad  to  have  you  say  anything  further  that  is  pertinent. 

THE  WITNESS :  I  will  only  add  one  thing.  It  was  assumed 
Ly  the  learned  counsel  in  his  question  to  Mr.  McCurdy  the  other 
day 

THE  CHAIEMAN:  I  do  not  think  we  desire  any  argument 
at  this  time  concerning  the  insurance  question. 

THE  WITNESS:  I  was  not  going  to  make  an  argument,  I 
was  only  giving  in  reference  as  to  who  appeared  before  this  Com- 
mittee the  other  day  when  we  were  granted  a  hearing.  Mr.  Sena- 
tor Brackett  appears  for  himself,  his  cKent  Mary  S.  Young,  and 
juade  his  argument.  Then  the  Committee  adjourned  to  give  the 
opposition  a  hearing.  The  Senator  did  not  appear  upon  that  argu- 
ment, and  when  it  is  assimaed  that  policyholders  wanted  this  re- 
pealed, were  trying  to  have  this  reform,  the  only  person  I  can 
recollect  that  appeared  before  that  committee  was  my  old  ac- 
quaintance, Raphael  J.  Moses.  I  think  he  appeared  only  for  Ra- 
phael.   No  other  policyholders  were  represented. 

THE  CHAIRMAN:  It  is  only  proper  for  us  to  say  we  do  not 
intend  you  the  slightest  discourtesy,  but  we  are  practically  obliged 
to  finish  these  public  hearings  by  the  1st  of  January  and  we  have 
a  good  deal  to  do,  and  we  cannot  take  up  the  time  of  the  Com- 
mittee in  public  hearings  in  legal  arguments. 

THE  WITNESS:  I  am  much  obliged  to  counsel  and  the  Com- 
mittee for  the  opportunity  I  have  had  to  express  my  views  on  the 
subject. 

MR.  HUGHES:    Thank  you,  very  much,  Mr.  Barnes, 
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JAMES  M.  CEAIG,  resumed. 
BY  MR.  HUGHES: 

Q.  Have  you  the  table  made  up  that  was  asked  for  yesterday 
showing  the  industrial  reserve  in  !New  York  and  Massachusetts^ 
A.  Yes. 

Q.  Under  the  concessions  allowed?    A.  Yes,  sir. 

Q.  As  compared  with  the  full  reserve  ?    A.  Yes,  sir. 

Q.  And  Avhat  is  meant  by  the  full  reserve  in  this  table?  A. 
Yes,  sir. 

Q.  "What  is  meant  by  the  full  reserve  in  this  table?  A.  The 
fiiU  reserve  on  that  table,  is  the  reserve  that  would  be  computed 
essentially  on  the  same  basis  as  if  premiums  were  paid  weekly 
the  same  as  they  are  on  industrial  business. 

Q.  And  without  the  concessions  which  are  allowed?  A.  But 
without  the  concessions  which  are  allowed. 

Q.  In  the  first  two  columns,  under  the  head  of  New  York  and 
Massachusetts,  you  have  the  actual  reser^^e  for  one  thousand  dol- 
lars at  the  age  stated  under  the  concessions  allowed  ?    A.  Yes,  sir. 

MR.  HUGHES:  I  oEfei-  that  in  evidence  to  be  spread  upon 
the  record. 

(Papei-  marked  Exhibit  ISTo.  346.) 

Q.  I  understand  that  the  greatest  amount  of  insurance  in  the 
Industrial  Department  is  written  on  the  increasing  life  and  en- 
dowment table — is  that  right?    A.  That  is  true. 

Q.  That  has  been  so  for  how  many  years?    A.  Since  1896. 

Q.  ISTow,  according  to  the  table  of  rates  which  you  have  fur- 
nished me  in  tlie  increasing  life  and  endowment  plan,  at  age  ten, 
this  maximum  amount  payable  under  the  policy  at  the  termination 
of  the  endowment  period,  at  age  eighty,  is  how  much  ?  A.  $148.50. 

Q.  Pardon  me,  take  it  at  ten  cents  a  week,  so  we  can  have  them 
all  on  the  same  basis,  at  a  premium  of  ten  cents  per  week?  A. 
$2f97. 

Q.  At  that  rate  of  premium,  what  would  the  insured  have  paid 
during  the  endowment  period?    A.  $364. 

Q.  The  $291  which  is  receivable  at  the  expiration  of  the  en- 
dowment period  in  case  of  insurance,  at  age  two,  is  the  maximum 
amount  after  including  all  the  increases  of  one  dollar  a  year  after 
the  policy  is  three  years  old?    A.  It  is. 

Q.  And  it  inchides  all  possible  dividends  payable,  inasmuch  as 
there  are  no  dividends  except  as  these  yearly  increases  are  con- 
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sidered  as  such?    A.  Except  as  the  company  in  its  discretion  in 
the  future  may  pay. 

Q.  The  company  in  its  discretion  up  to  date,  although  it  has 
given  certain  amounts  to  industrial  policyholders,  has  never  made 
any  payments  upon  policies  on  the  increasing  life  and  endovsrttient 
plan,  apart  from  what  the  policies  call  for?  A.  No,  but  that  is 
no  criterion  as  to  its  future  action. 

Q.  Well,  but  we  cannot  speculate  about  the  future;  we  are  ask- 
ing according  to  your  present  practice,  and  according  to  your 
practice  what  you  do  —  the  $297  is  exclusive?  A.  Our  present 
practice  indicates  that  the  company  pays  a  dividend  on  policies 
where  no  dividend  is  promised,  and  a  fair  presumption  is  that 
if  there  be  any  excess  of  surplus  funds  that  it  will  deal  equitably 
with  all  its  policyholders  in  like  manner. 

Q.  I  say  that  the  fair  presumption  is  that  in  coming  prac- 
tice you  will  do  what  you  have  done  in  the  past,  but  we  do  not 
know  what  you  will  do  in  that  regard,  and  I  am  merely  asking 
you  whether  this  amount  of  $297  is  not  the  maximum  amount 
according  to  your  contract  and  according  to  the  practice  of  your 
company  in  maiking  payments.  A.  It  is,  and  at  the  same  time,  a 
man  paying  an  ordinary  premium  for  seventy  years  would  pay 
twice  the  face  of  his  policy. 

Q.  Well,  we  don't  discuss  that.  A.  It  is  the  same  principle 
precisely  that  a  man  who  lives  long  is  bound^to  pay  more  than 
the  face  of  his  policy  unless  perchance  he  should  receive  rebates 
in  the  form  of  dividends.  A  large  part  of  the  premium  paid  by 
all  policyholders  goes  to  pay  the  death  claims  on  the  men  who 
die  early.  The  man  who  dies  in  the  first  year,  his  representatives 
may  receive  two  thousand  per  cent,  of  the  premiums  paid  in. 
Certainly  that  investment  did  not  come  from  the  premiums  he 
paid,  but  comes  from  the  premiums  of  all. the  policyholders  who 
contribute  toward  that  death  claim;  and  so  it  is  with  all  premiums 
paid  by  men  or  children  Avho  live  long,  a  large  part  of  their 
premiums  has  already  gone  to  pay  the  claims  of  people  who  died 
earlier.  It  is  not  a  fair  presumption,  it  is  not  a  fair  statement  of 
facts  to  assume  that  because  we  have  received  $364  and  guar- 
anteed to  pay  $297  that  we  are  issuing  an  unfair  contract. 

Q.  Well,  now,  Mr.  Craig,  you  have  made  a  very  good  speech, 
and  I  suggest  that  it  will  conduce  to  the  bringing  out  of  all  the 
facts,  all  the  considerations  which  your  company  should  have  and 
which  ought  to  be  entertained  in  reaching  a  conclusion  upon  these 
matters,  that  we  have  as  much  light  as  possible  and  as  little  heat. 
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Now,  let  me  call  your  attention  to  your  ordinary  plan  of  insur- 
ance, and  I  want  you  to  give  me  the  amounts  which  at  age  35 
on  a  twenty-year  endowment  of  a  thousand  dollars  the  annual 
premium  would  be.    A.  $45.14. 

Q.  How  much  would  a  man  pay  in  twenty-years?  A.  He  would 
pay  $902.80. 

Q.  And  what  would  be  the  amount  to  which  he  was  entitled 
under  his  endowment?  A.  H  he  lived  he  would  be  entitled  to 
one  thousand  dollars. 

Q.  At  the  end  of  twenty  years?  A.  At  the  end  of  twenty 
years. 

Q.  Now,  take  the  increasing  life  and  endowment  table  of  rates 
in  the  Industrial  Department,  and  take  age  35  and  ten  cents  a 
week,  and  tell  me  what  is  the  maximum  amount  of  insurance 
payable  under  that  policy  at  the  end  of  the  endowment  period  at 
age  80?     A.  $146. 

Q.  Please  tell  me  how  much  a  man  insured  at  the  age  of  35, 
paying  ten  cents  a  week,  would  have  paid  during  that  endowment 
period?     A.  He  paid  $234. 

Q.  Now,  take  the  increasing  life  and  endowment  table  in  the 
Industrial  Department  and  age  40,  what  is  the  maximum  amoiint 
at  ten  cents  a  week  which  the  insured  would  get  at  the  end  of  the 
endowment  period  at  age  80?     A.  $127. 

Q.  Wliat  amount  would  he  have  paid  at  that  rate  at  the  end 
of  the  endowment  period?     A.  $208. 

Q.  Now,  come  back  to  the  man  who  insured  at  age  35,  and  tell 
me  if  he  continues  payments  for  twenty  years  and  then  stops  jsay- 
ing  h.is  premiums  how  large  a  paid-up  policy  he  will  be 'entitled  to 
receive,  that  is,  at  age  55,  paying  ten  cents  a  week?  A.  After 
paying  twenty  years? 

Q.  Yes.     A.  He  would  receive  a  paid-up  policy  for  $62. 
Q.  How  much  would  he  have  paid  into  the  company  during  the 
twenty  years?     A.  $104. 

Q.  And  the  paid-up  policy  which  is  increasing  life  and  endow- 
ment plan  is  for  an  amount  which  bears  the  same  proportion  to 
the  total  amount  of  insurance  at  the  time  the  premiums  terminates 
as  the  completed  number  of  years  in  which  premiums  have  been 
paid  bears  to  the  total  number  of  years  in  the  endowment  period? 
A.  Yes,  sir. 

Q.  So,  in  calculating  that  you  took  at  age  35  an  endowment 
period  of  45  years  terminating  at  80,  and  you  took  that  he  had 
paid  for  twenty  years?     A.  20/45ths. 
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Q.  20/45tiis  or  4/9ths?     A.  Yes,  sir. 

Q.  You  would  have  a  paid-up  policy  tbeu  for  4./9tks  of  the 
insurance  at  that  time  1     A.  Of  the  maximum  amount. 

Q.  No,  of  the  insurance  at  the  time,  wasn't  it?     A.  No,  sir. 

Q.  Well,  let  us  see.  Is  that^one  of  the  forms  of  the  policy 
(showing  witness  paper)?     A.  Yes,  sir. 

Q.  The  provision  for  paid-up  policies  reads :  "After  said  policy 
shall  have  been  in  force  five  years  or  over  and  the  full  premiums 
for  said  policy  shall  h.  ve  been  paid  and  within  six  months  after 
no  premiums  were  due  and  unpaid,  the  company  will  issUe  upon 
regular  application  upon  blanks  ftimished  by  the  compauy  a 
paid-up  policy  upon  which  no  further  premiums  shall  be  required 
for  such  proportion  of  the  amount  of  this  policy  at  the  time  ap- 
plication for  paid-up  policy  is  made  in  even  dollars  as  the  number 
of  completed  years  for  which  weekly  premiums  have  been  paid 
bears  to  the  total  number  of  years  covered  by  the  endowment 
term/'  Now,  what  is  meant  by  the  words  "for  such  proportion 
of  the  amount  of  this  policy  at  the  time  application  for  paid-up 
policy  is  made" — isn't  that  the  araovmt  of  the  insurance  as  it 
stands  at  that  time?     A.  It  is. 

Q.  And  not  the  maximum  amount^  A.  But  according  to  the 
general  policy  of  the  'Metropolitan  in  doing  better  by  its  insured 
than  it  guarantees  to  do,  we  issue  a  paid-up  policy  on  the  basis  of 
the  maximum  amount. 

Q.  That  is  the  actual  practice?     A.  Yes,  sir. 

Q.  Why  don't  you  put  it  in  your  contracts?  A.  At  the  time 
that  contract  was  issued  we  were  doing  up  to  the  maximum  of 
what  we  thought  we  would  be  able  to  do.  When  we  found  we 
were  able  to  do  better  we  did  it,  and  every  concession  that  the 
iMetropolitan  makes  in  a  new  contract  it  makes  it  retroactive  to 
apply  to  all  policies  existing. 

Q.  When  was  this  form  of  contract  from  winch  I  have  just  read 
issued  by  the  company?     A.  Oh,  this  has  been  issued  since  1896. 

Q.  What  does  this  "1005"  mean  (indicating  policy)?  A. 
That  is  the  addition  of  19'0,5. 

Q.  That  is  what  I  mean,  this  form  of  policy  is  the  form  that 
you  have  now  in  use?  A.  That  is  the  form  AVe  have  now — we 
keep  a  form  in  use  until  a  supply  is  exhauste(?. 

Q.    You  reprinted  them  in  1905,  didn't  you?     A.   Yes,  sir. 

Q.  Why  didn't  you  get  out  a  policy  in  the  form  you  say  you 
a]i])roved?  A.  Eccau.-c  at  the  time  this  edition  was  printed  that 
rule  was  not  made  operative. 
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Q.  When  was  the  rule  made  operative  ?  A.  Oh,  it  has  heen 
in  operation  two  or  three  months  I  think. 

Q.  Have  you  got  the  statement  of  the  average  dur^ition  of 
policies  in  the  industrial  department?  A.  No,  sir;  I  was  not 
able  to  prepare  that  in  time  to  bring  it  with  me  this  morning. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Oraig,  I  would  like  to  ask  one  question.  What  pro- 
portion of  ten-cent  weekly  payments  is  net  premiums  ?  A.  About 
65  per  cent. 

Q.  That  is  a  varied  quantity  depending  upon  the  age  of  the  in- 
sured ?    As  near  as  practical  it  is  a  uniform  ratio. 

Q.  Your  65  per  cent,  is  a  kind  of  mean  average  ?  A.  I  should 
say  so;  yes,  sir.  We  try  to  get  as  near  as  we  can  a  unifonn 
rate  of  loading. 

Q.  So  that,  roughly  speaking,  your  industrial  premium  is 
loaded  35  per  cent?  A.  No,  it  is  loaded  57,  or  65  off  from  157 
will  bring  it  down  to  100;  35  off. 

Q.  From A.  From  157  will  bring  it  do^vn  to  the  net  of 

100. 

Q.  If  you  consider  a  10-cent  premium  as  100  per  cent.,  how 
much  is  net  premium  and  how  much  is  loaded  ?  A.  That  would  be 
on  the  basis  of  $100 — $157 — ^that  would  be  $100  net  premium 
and  $57  loading. 

BY  MR.  FISKE: 

Q.  Can't  you  apply  that  to  10  cents ;  that  is  what  the  Senator 
wants  to  know,  how  much  of  the  10  cents?  A.  It  would  be  six 
and  four-tenths  cents  net. 

BY  THE  CHAIEMAN: 

Q.  Sixty-four  per  cent,  is  net  premium  and  36  per  cent,  is 
loading?     A.  Yes,  sir. 

BY  MR  HUGHES : 

Q.  What  is  the  loading  on  your  ordinary  policy,  that  is  in  the 
ordinary  department  ?    A.  It  rims  from  10  per  cent,  to  17^. 

BY  THE  CHAIRMAN: 

Q.  Well,  now,  then,  what  is  the  proportion  in  an  ordinary  old 
line  life  policy  of  net  premium  or  loading  on  the  ordinary  life 
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plan,  as  practiced  by  others — I  mean  regular  companies  ?  A.  My 
impression  is  that  on  a  whole-life  policy  it  would  run  about  45 
per  cent. — I  think  it  is  22.22. 

BY  ME.  HUGHES : 

Q.  Do  I  understand  that  your  industrial  weekly  payment  pol- 
icies are  loaded  to  a  less  extent  than  the  ordinary  policies  of  a 
mutual  company  ?    A.  Oh,  no,  sir;  about  57  per  cent. 

Q.  Well,  why  is  it  that  you  in  your  ordinary  business  load  only 
to  the  extent  of  10  to  17  per  cent.,  and  throw  such  a  large  per- 
centage of  the  expense  on  the  premiums  of  the  industrial  depart- 
ment ?  A.  It  is  the  difference  in  the  expense  of  running  that 
particular  form  of  business. 

Q.  You  do  not  run  your  ordinary  business  any  cheaper  than 
the  other  large  companies  run  their  ordinary  business,  do  you  ? 
A.  Taking  the  same  limit  of  time,  Ave  certainly  do. 

Q.  ^Yell,  where  do  you  effect  the  economy  which  they  seem 
unable  to  effect?  A.  Well,  because  we  do  all  our  ordinary  busi- 
ness through  our  industrial  agents. 

Q.  Then  as  you  have  such  a  large  amount  of  money  paid  to 
your  industrial  agents,  how  do  you  apportion  the  total  to  ascer- 
tain what  is  applicable  to  the  ordinary  business  ?  A.  The  charter 
of  the  company  requires  us  to  keep  a  separation,  and  as  a  matter 
of  fact  we  keep  that  separation  as  though  they  were  two  distinct 
companies. 

Q.  Then  the  economy  in  your  ordinary  business  grows  out  of 
the  fact  that  your  agents  get  less  money?  A.  They  get  a  smaller 
commission  than  they  do  from  maitual  companies  and  we  are  able 
to  pay  them  a  smaller  commission  by  reason  of  the  fact  that  they 
have  an  industrial  debit  which  assures  them  some  kind  of  a  liv- 
ing:— an  enterprising  man  who  devotes  his  whole  time  to  the  busi- 
ness receives,  as  was  stated  yesterday,  an  average  weekly  premium 
of  $11.64. 

BY  MR.  nSKE: 

Q.  You  mean  income  ?     A.  I  mean  income. 

BY  MR.  HUGHES: 

Q.  Your  point,  as  I  understand  it,  is  the  business  in  your  ordi- 
nary  department  is  non-participating  ?     A.  Yes,  sir. 
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Q.  Almost  entirely  ?     A.  Yes,  sir. 

Q.  And  that  it  is  effected  througli  low-priced  agents  relatively 
who  are  engaged  also  in  this  indiistrial  work?  And  that  is  the 
reason  why  your  ordinary  business  shows  a  less  ratio  of  expense 
than  the  similar  kind  of  business  of  other  companies?  A.  Yes, 
sir. 

Q.  Now,  Otitsideof  the  amounts  paid 

MR.  FISKE  (interrupting):  I  do  not  think  we  ought  to  be 
misled.  Isn't  it  true  non-participating  policies  of  other  companies 
arc  loaded  about  the  same  as  ours? 

THE  WITNESS :    Yes,  sir. 

MR.  HUGHES:  There  is  no  misleading.  I  said  It  is  be- 
cause you  did  a  non-participating  business  and  that  involves  a  less 
expense. 

Q.  Is  there  any  other  economy  apart  from  payments  to  agents 
which  your  company  effects  in  the  ordinary  business  as  compared 
of  course  with  companies  doing  the  same  kind  of  business  on  a 
considerable  scale  ?  A.  Generally  speaking  I  should  say  no, 
there  is  nothing  occurs  to  me  at  the  moment. 

MR.  FISKE :  Plow  about  home  office  expenses  and  salaries 
and  rent;  the  same  principle  applies,  doesn't  it? 

Q.  Are  your  home  office  expenses  in  connection  with  your  ordi- 
nary business  less  than  the  similar  expenses  of  other  companir-: 
doing  a  considerable  business  of  the  same  kind  ?     A.  Yes,  sir. 

Q.  In  what  respect — is  it  in  the  salaries  of  the  executive  offi- 
cers or  is  it  in  some  of  the  departments?     A.  Mainly  in  the  sala 
ries  of  the  executive  officers. 

Q.  Is  it  anywhere  else  ?  A.  Yes.  One  very  important  ele- 
,ment  of  expense  is  the  rents.  We  are  required  to  have  our  offices 
through  the  country  for  the  transaction  of  our  industrial  business, 
whether  we  did  any  ordinary  or  not,  and  those  same  offices 
;afford  facilities  for  the  transaction  of  our  ordinary  business. 

Q.  And  they  are  less  expensive  offices  than  are  maintained? 
A.  And  they  are  less  expensive  offices,  I  presume ;  I  don't  know. 

Q.  So  you  make  a  saving  in  that  way.  Is  there  anything  else 
that  occurs  to  you? 
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ME.  FISKE :  I  thint  that  covers  it. 

Q.  It  was  stated  by  Mr.  Hegeii],aii  yester.day  in  his  acco.ijntiiig 
Tor  the  one  million  nine  hundred  thousand  dollars  ,ex,pensfes  under 
the  head  of  home  office  salaries,  executive  officers,  and  ao  fojth, 
that  three  hundred  and  three  thousand  dolJars  were  for  the  salaries 
of  sixteen  officers,  and  one  million  six  hundred  and  thirty-six 
thousand  nine  hundred  and  thirty-eight  dollars  were  for  the  sal- 
aries of  two  thousand  one  hundred  and  twelve  clerks?  A.  Yes, 
sir. 

Q.  Now,  what  does  that  average  per  clerk  —  $775,  isn't  it  ?  A. 
$775. 

Q.  JSTow,  have  you  a  good  many  clerks  that  are  paid  more  than 
$775  a  year,  who  are  calculated  in  that  total  of  $1,112  ?  A.  Yes, 
sir. 

Q.  Then  you  must  have  a  number  that  are  paid  less  ?  A.  Yes, 
sir. 

Q.  What  do  those  men  do?     A.  They  are  mostly  women. 

Q.  Well,  what  do  they  do  ?  A.  Well,  I  believe  that  it  has  been 
stated  that  we  have  a  larger  number  of  typewriting  machin,es 
under  the  roof  of  the  Metropolitan  building  than  und,er  the  roof 
of  any  building  in  the  world. 

Q.  You  mean  in  operation  ?  A.  I  mean  in  operation.  There 
are,  I  should  judge,  in  the  neighborhood  of  five  hujidrp.d — I  sji.ould 
say  five  hundred  at  the  present  time. 

BY  ME.  FISKE : 

Q.  I  thought  it  was  seven  hundred?  A.  Well,  it  might  be 
seven  hundred ;  it  might  be  seven  hundred.  We  grow  so  rapidly 
it  is  hard  to  keep  track  of  the  figures. 

BY  ME.  HUGHES : 

Q.  Of  the  typewi-iters.  What  is  your  average  pay  of  your 
women  typewriters  ?  A.  Well,  they  begin  at  six  dollars  a  week 
and  run  up  to  twelve. 

Q.  Well,  so  far  as  your  home  office  employees  are  concerned 
you  do  business  on  a  very  economical  basis  ?    A.  Yes,  sir. 

Q.  And  you  find  that  you  are  able  in  this  way  to  load  your 
premiums  on  your  ordinary  policies  to  an  amount  between  ten 
and  seventeen  per  cent  ?    A.  Yes,  seventeen  and  a  half. 
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Q.  Seventeen  and  a  half  as  compared  with  forty-fivo  per  cent, 
in  other  companies  in  the  same  kind  of  business?  A.  That  forty- 
five  is  simply  on  the  whole-life  contract  as  a  Senator  asked  me. 

Q.  What  is  your  ten  to  seventeen?  A.  Ten  is  on  ten-year 
endowment  and  ten-payment  life,  seventeen  is  on  whole  life. 

Q.  What  is  the  others  on,  ten-payment  life  or  ten-year  endow- 
ment? A.  I  should  say  about  twenty  per  cent.,  not  less  than 
twenty  per  cent. 

Q.  Does  just  about  double,  in  other  words,  your  expense  of 
doing  the  ordinary  business  is  about  one-half  of  the  expense  of 
other  large  companies  in  the  same  kind  of  business  —  is  that  so  ? 

MK.  FISKE :  Except  M'e  do  a  non-participating,  and  they  are 
participating.  They  would  object  to  the  statement  "  It  is  the 
same  kind  of  business." 

ME.  HUGHES :  That  is  because  you  do  a  non-participating 
almost    altogether. 

MR.  EISKE:    Yes. 

MR.  HUGHES:  And  they  do  a  non-participating  hardly 
at  all? 

MR.  FISKE:     Yes,  sir. 

MR.  HUGHES :  So  that  there  hardly  seems  to  be  a  fair  basis 
of  comparison  in  that  regard  ? 

MR.  EISKE:     Yes,  sir. 

Br  MR.  HUGHES: 

Q.  Mr.  Craig,  you  said  that  there  was  a  fifty-seven  per  cent, 
loading  upon  a  ten-cent  weekly  premium  in  the  Industrial  De- 
partment?    A.  Yes,  sir. 

Q.  Did  I  understand  you  to  say  that  the  net  amount  of  the  ten- 
cent  weekly  premiums  was  six  and  four-tenth  cents?  A.  Yes, 
sir. 

Q.  How  do  you  make  the  loading  then  to  be  fifty-seven  per 
cent,  if  the  loading  is  really  3.6  of  ten  cents  weekly  payments  ? 

MR.  FISKE:     The  loading  is  on  that  premium  fifty  per  cent. 

THE  WITNESS:     Yes. 
65 
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Q.  That  is  the  way  you  mean  it?  A.  Yes,  that  is  the  way  1 
piit  it.  I  put  it  the  other  way  first,  then  he  wanted  the  ten  cents 
subdivided. 

Q.  Let  us  have  that  straight.  The  fifty-seven  per  cent,  load- 
ing you  referred  to  was  the  percentage  of  the  net  premiuni?  A. 
Yes. 

Q.  And  not  of  the  gross  premium?     A.  Yes,  sir. 

Q.  Now,  in  your  comparative  statement  with  regard  tlP  other 
companies A.  I  started  to  figure  that  up. 

Q.  In  your  comparative  statement  with  other  companies  where 
you  mentioned  forty-five  per  cent.,  as  compared  with  fifty-seven, 
did  you  mean  that  that  was  forty-five  per  cent,  of  the  premium? 
A.  Yes,  sir. 

Q.  When  you  referred  to  ten  and  seventeen  and  a  half  per  cent, 
as  the  loading  in  ordinary  policies,  did  you  mean  that  th^t  was  a 
percentage  of  the  net  premium  ?     A.  Yes,  sir. 

Q.  N^ow,  what  do  you  want  to  figure  ?  A.  The  Senator  was 
asking  me  what  the  corresponding  ratio  would  be  on  the  Mutual 
premiums  loaded  forty-five  per  cent.  It  would  be  on  one  himdred 
dollar  premiums,  seventy  dollars  would  be  net  and  thirty  would 
be  the  loading. 

BY  THE  CH AIRMAN: 

Q.  In  another  company  ?     A.  Yes,  sir. 

BY  MR.  HUGHES: 

Q.  Isn't  it  a  fact  in  the  New  York  Life  on  the  whole-life  pol- 
icies the  loading  is  thirty-three  and  one-half  per  cent,  of  the  net 
premium,  and  is  not  that  fairly  representative  of  the  loading  on 
participating  life  policies?  A.  I  don't  know;  I  had  not  figured. 
I  only  gave  a  general  impression. 

MR.  DAWSON:  There  are  no  figures.  Mr.  Weeks  so  testi- 
fied the  other  day,  and  that  is  the  fact. 

BYMR.  HUG-HES: 

Q.  The  point  is,  we  want  to  know  when  a  man  insures  in  the 
Industrial  Department,  how :  much  goes  to  run  the  busipess  out 
of  his  premiums,  and  how  much  goes  back  to  him  in  effecting 
insurance,  taking  the  average  cases.     Now,  the  loading  for  the 
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purposes  of  your  expenses,  and  so  forth,  I  understand  is  fifty 
per  cent,  on  the  net  premium,  and  the  net  premium  is  on  the 
average  six  and  four-tenths  of  a  ten-cent  weekly  payment.  A. 
Yee,  sir. 

MK.  FISKE:  At  a  certain  age. 

Q.  That  is  the  average?     A.  Yes. 

Q.  So  that  out  of  every  ten-cent  weekly  payment  there  is  six 
and  four-tenth  cents  applicable  to  the  insurance  apart  from  ex- 
penses?    A.  Yes,  sir. 

Q.  And  the  residue  of  three  and  six-tenth  cents  you  claim  is 
a  provision  for  expenses?     A.  And  contingencies. 

Q.  And  contingencies,  and  that  is  in  the  neighbarhood — ^well, 
it  is  nearly  twice  the  amount  required  for  the  same  purposes  in 
ordinary  business  in  other  companies. 

BY  THE  CHAIEMAN: 

Q.  Mr.  Craig,  then,  that  extraordinary  expense  of  doing  your 
business,  amounting  to  nearly  twice  what  life  insurance  com- 
panies doing  a  regular  life  insurance  business  have  to  pay, 
together  with  your  high  mortality — your  higher  rate  of  mor- 
tality, is  the  company's  explanation  for  its  reason  for  collect- 
ing so  much  from  industrial  policyholders?     A.  Yes,  sir. 

MR.  FISKE:  That  is  it  exactly. 

BY  MR.  HUGHES: 

Q.  Now,  then,  the  net  premium  you  speak  of  in  the  Industrial 
Department  is  based  upon  what?  A.  It  is  based  upon  the  table 
of  mortality  computed  from  the  experience  of  the  Metropolitan 
insured  lives,  covering  a  period  of  five  years,  and  twelve  million 
years  of  risk — the  equivalent  of  twelve  million  years. 

Q.  I  want  to  compare  the  net  premium  on  the  basis- — on  the 
same  amount  of  payment,  with  the  net  premium  on  the  ordinary 
American  experience  table.  A.  I  have  not  the  net  premiums 
worked  up  here — ^just  the  table  of  mortality. 

Q.  Can  you  tell  me  approximately  what  the  correspondence  or 
comparison  would  be  between  your  net  premiums  in  the  Indus- 
trial Department,  figured  on  your  experience,  and  the  net  pre- 
miums  figured   on   ordinary   American   experience   in   ordinary 
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cai!es  ?     A.  Well,  of  course,  you  will  understand  that  any  figures 
I  work  out  here  are  not  necessarily  authentic. 

Q.  No,  they  would  be  subject  to  correction  any  time  you  supply 
the  Committee  with  the  necessary  figures  for  that  purpose.  If 
it  is  going  to  take  you  any  time  to  work  it  out,  you  may  withdraw, 
and  we  will  put  it  in  later.    A.  All  right,  we  better  do  that. 

ME.  FISKE:  May  I  call  attention  to  a  thing  which  I  think 
will  at  least  do  away  with  a  good  deal  of  misapprehension  in  re- 
gard to  Mr.  Craig's  testimony?  Comparison  was  made  between 
a  twenty  year  endowment  and  increasing  life  and  endowment, 
which  is  an  endowment  at  age  eighty,  and  figures  were  taken 
at  age  thirty-five.  It  is  not  a  fact  that  the  increasing  life  or 
endowment  is  practically  a  whole  life  payment? 

THE  WITNESS:  Yes,  sir. 

ME.  EISKE:  Is  it  not  a  fact,  and  you  may  testify  if  yoii 
will,  from  these  tables  (Handing  witness  tables)  that  very,  much 
more  insurance  is  paid  under  the  increasing  life  endowment 
than  there  would  be  under  the  ordinary  life. 

ME.  HUGHES:  You  mean  in  ease  of  death? 

ME.  EISKE:  In  case  of  death,  only  in  case  of  increasing  life 
endo'wmeoit  is  paid  an  endowment  at  age  eighty. 

THE  WITNESS:  The  twenty  year  endowments? 

ME.  EISKE;  Leaving  out  twenty  year  endowments — compare 
the  whole  life  industrial  with  the  increasing  life  and  endowment 
industrial  at  age  thirty-five. 

THE  WITNESS:  At  earlier  year? 

ME.  EISKE:  At  age  thirty-five,  which  was  what  was  given  to 
you;  then  make  your  other  statement  afterwards — ten  cent  pre- 
mium, Mr.  Hughes  used  before. 

THE  WITNESS:  Not  the  whole  life,  industrial  policy  for  a 
weekly  premium  of  ten  cents,  the  amount  of  insurance  is  $114. 
At  the  same  age  where  a  weekly  premium  of  ten  cents,  the  amount 
of  insurance  under  an  increa.sing  life  or  endowment  policy  would 
begin  at  $104  and  would  begin  to  increase  at  the  end  of  three  years 
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by  one  dollar  a  year.     There  is  a  difference  between  the  initial 
insurance 

WR.  FISKE:  The  question  that  Mr.  Hughes  put  to  you,  and 
which  I  am  putting  to  you,  is  this.  What  happens  at  age  eighty 
in  most  eases — age  thirty-five — name  what  happens  at  age  eighty, 
what  IVIr.  Hughes  asked  you,  I  want  you  to  answer  it. 

THE  WITNESS:  At  age  eighty,  under  the  increasing  life  or 
endowment  policy,  we  would  pay  the  man  in  cash  as  an  endowment 
$143. 

MR.  FISKE:  How  much  Avould  you  pay  under  the  whole  life? 

THE  WIT:N"ESS:  A  man  having  a  whole-life  policy,  and  pay- 
ing the  same  weekly  premiums  would  be  insured  for  $118.  If  he 
should  die  when  he  reached,  or  before  he  reached  age  eighty,  $118, 
would  be  paid  him,  but  if  he  lived  to  be  a  hundred  years  old  he 
would  have  to  pay  his  premiums  up  to  the  time  of  death  and  the 
amount  of  insurance  would  remain  the  same. 

ME.  FISKE:  Is  it  not  a  fact  that  some  of  the  old  line  com- 
panies, especially  in  Massachusetts,  use  endowment  at  age  eighty 
as  a  substitute  for  whole  life?  A.  I  mentioned  that  yesterday, 
the  New  England  Mutual. 

BY  MR.  HUGHES: 

Q.  Of  course,  if  you  desire  to  have  the  endowment  table,  treated 
as  substantially  a  whole-life  table,  it  is  fair  to  compare  it  with 
whole  life;  but  I  was  comparing  endowment  mth  endowment,  and 
I  was  comparing  the  results  of  a  twenty  year  endowment  on  the 
ordinary  plan  with  a  sixty  year  endowment,  where  the  company 
had  had  the  moaiey  of  the  insured  for  sixty  years,  and  we  found 

that  in  the A.  No,  I  beg  jour  pardon;  we  do  not  have  the 

money  of  the  insured  for  sixty  years. 

Q.  That  is,  if  he  is  insured  at  twenty;  if  he  is  insured  at  thirty- 
five  you  have  it  for  forty-five  years.  A.  No,  we  begin  to  pay  it 
out  as  soon  as  we  get  it. 

Q.  You  do  not  pay  it  out  to  him;  you  of  course  have  used  it 
for  your  money.  What  I  meant  was  this,  I  was  comparing  en- 
dowment with  endowment.  Now,  I  understand  you  made  that 
comparison  by  suggesting  that  these  eighty  year   endowments 
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were  really  nothing  but  whole  life?  A.  I  think  I  so  testified 
yesterday. 

Q.  Then  you  take  it  as  an  endowment  and  hold  it  out  as  an 
endowment,  only  because  you  want  to  get  rid  of  all  policies  at 
eighty  —  is  that  it?    A.  Yes,  sir,  that  is  the  prime  reason. 

Q.  Really,  if  it  is  looked  at  as  an  endowment  and  compared 
with  endowments  it  does  not  give  the  advantages  in  endowments 
that  endowment  policies  usually  do  give. 

ME.  FISKE:    For  the  same  term. 

Q.  We  will  take  the  same  term  if  you  want  to,  but  kindly 
have  the  witness  answer  without  interruption.  A.  Your  state- 
ment seemed  to  me  rather  general,  Mr.  Hughes. 

Q.  Now,  I  called  your  attention  to  a  twenty  year  endowment 
for  a  thousand  dollars,  Mutual  Life,  or  any  company  —  I  have 
forgotten  —  I  think  you  took  the  figures  of  your  own  company  ? 
A.  Yes,  sir. 

Q.  And  you  showed  that  the  man  would  have  had  to  pay  pre- 
mium, as  I  remember  it  of  $45.12  — was  that  it?    A.  $54.14. 

Q.  And  in  twenty  years  he  would  have  paid  how  much  money  ? 
A.  $902.10. 

Q.  Now,  at  age  thirty-five  —  that  was  the  age  taken  -  - 1  took 
the  increasing  life  and  endowment  rate  and  the  period  was  there- 
fore, according  to  that  table  —  the  forty-five  year  period  ?  A.  As 
I  recollect  it. 

Q.  Yes,  and  the  point  was  that  at  the  end  of  the  endowment 
period,  the  endowment  being  started  at  the  same  age,  a  man 
would  have  to  pay  a  very  considerable  amount  more  than  the 
amount  he  would  get?    A.  Yes. 

Q.  Now,  you  meet  that  by  saying  that  this  is  really  a  whole 
life  substitute  and  not  to  be  compared  with  endowments  as  I 
understand  it. 

ME.  FISKE:  That  is  right;  we  are  willing  to  have  a  com- 
parison made  of  twenty  year  endowments  with  our  twenty  year 
endowments. 

ME.  HUGHES:  That  would  force  a  comparison  of  your 
twenty  year  endowments  with  your  increasing  endowments 
which  brings  the  subject  around  to  the  same  point. 
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JOHN  E.  HEGEMAN,  resumes: 
BY  MR.  HUGHES: 

Q.  Mr.  Hegeman,  I  desire  to  call  your  attention  to  the  pro- 
visions of  the  industrial  policy,  this  form  that  I  have  h'ere,  which 
I  understand  to  be  the  usual  one  in  use.  It  says,  in  case  of  the 
prior  death  of  the  insured  —  that  is  his  death  before  the  expira- 
tion of  this  endowment  period,  terminating  at  age  eighty,  "  The 
company  may  pay  the  amount  due  under  this  policy,  to  either  the 
beneficiaries  named  in  the  said  schedule,  or  to  the  executor  or 
administrator,  husband  or  wife,  or  any  relative  by  blood  of  the 
insured,  or  to  any  other  person  appearing  to  said  company  to 
be  equitably  entitled  to  the  same  by  reason  of  having  incurred 
expenses  on  behalf  of  the  insured,  for  his  or  her  burial."  Who 
is  intended  by  that  last  description  ?  The  undertaker,  commonly, 
isn't  it  ?    A,  No,  sir. 

Q.  It  includes  the  undertaker  ?    A.  It  does  not,  sir. 

Q.  Having  incurred  expenses  in  behalf  of  the  insured  for  his 
or  her  burial?  A.  We  keep  that  free  from  the  undertaker 
— ^we  have  gone  at  great  pains  to  keep  this  business  from  tho 
claims  of  the  undertaker. 

Q.-The  Committee  is  in  receipt  and  its  counsel  is  in  receipt  of 
a  large  number  of  letters  with  regard  to  the  operation  of  your 
company,  and  in  justice  to  the  feeling  evidenced  by  the  letters 
and  to  your  company,  so  that  there  may  be  a  full  opportunity 
to  meet  any  grounds  of  criticism,  I  desire  to  bring  some  of  them 
to  your  attention.  One  of  the  correspondents  referring  to  this 
clause  that  I  have  just  read,  says: 

"  The  greatest  evil  is  the  payment  of  claims  to  the  undertaker. 
This  is  done  by  all  the  companies.  The  result  is,  the  undertaker's 
bill  is  always  the  amount  of  the  policy." 

Now  what  is  the  experience  of  the  company  with  regard  to 
that,  does  or  does  not  the  company  pay  the  undertakers?  A.  We 
endeavor  not  to. 

Q.  Well,  do  you,  as  a  matter  of  fact,  ever  do  it?  A.  I  cannot 
say  that  we  do,  Mr.  Hughes.  May  I  ask  Mr.  Fiske  if  he  wil!  give 
me  a  copy  of  the  Metropolitan  paper  issued  in  which  that  article 
appeared? 
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ME.  EISKE:  I  have  not  got  it  here.  As  a  matter  of  fact  we 
never  do, 

Q.  Then  there  is  absolutely  nothing,  so  far  as  the  Metropolitan 
is  concerned  in  that  criticism?,    A.  I  should  think  not. 

Q.  Do  you  know  whether  company  or  companies  pay  the  under- 
taker?   A.  I  cannot  certify  from  personal  knowledge. 

Q.  To  what  extent  do  you  pay  any  person  imder  this  cL'iuse  en- 
titling persons  to  payment  for  these  incurred  expenses  in  behalf 
of  the  insured,  or  for  his  or  her  burial?  A.  That  would  go  to 
those  who  had  taken  care  in  the  last  sickness  of  the  person-:  ia- 
&ured. 

Q.  I  mean  to  what  extent  does  that  figure  in  practice,  and  are 
payments  made  to  persons  claiming  to  have  obligations  of  that 
sort  ?    A.  I  cannot  say. 

ME.  FISKE:  The  clause  was  drawn  to  avoid  naming  an  exact 
beneficiary  for  a  small  amount,  because  then  it  quite  often  hap- 
pened in  the  case  of  these  people  that  when  death  occurred  the 
child  or  person  named  as  beneficiary  would  not  be  present,  or 
wotild  not  be  incurring  the  expense.  ISTow,  the  courts  of  Pennsyl- 
vania held  that  we.  had  a  right  to  put  in  a  general  provisii^n  of 
that  sort  and  then  pay  the  policy  to  whoever  did  actually  incur 
the  expense.  That  clause  was  put  in  so  that  we  might  pay  the 
actual  expense  to  whoever  had  incurred  it,  and  we  do  that  thing. 
It  is  always  a  relative  or  next  friend. 

ME.  HUGHES:  I  want  to-  find  out  what  the  proportionate 
amount  of  payment  to  creditors  imder  that  clause  may  be. 

ME.  EISKE:  We  very  very  seldom  pay  a  creditor;  I  don't 
know  of  a  case  in  the  industrial  department  where  we  have  done  it. 
I  won't  say  there  have  been  none. 

ME.  HUGHES:  N"ow  here  is  a  letter  from  a  resident  of  New 
York,  whose  name  you  can  have,  as  follows : 

"  In  1883  twenty-two  years  ago  I  took  out  a  policy  in  tliat 
company"  —  referring  to  the  Metropolitan  Life  —  "for  $189, 
at  a  premium  of  $16  per  annum  payable  $4  each  quarter.  This 
premium  was  regularly  and  promptly  paid  by  me  for  six 
years  imtil  1889  when  without  notice  whatever  to  me  thev 
raised  the  premium  to  $18.20  per  annum.     I  of  course  had  to 
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pay  tliis  sum  and  continued  to  do  so  until  I  had  paid  in  to 
the  company  the  full  face  value  of  the  policy,  $189,  and  when 
I  asked  if  I  could  have  paid-up  policy  they  offered  me  one  for 
$03,  which,  however,  was  to  revert  back  to  the  company  at  the 
expiration  of  seven  years  should  the  insured  live  that  length 
of  time.  I  declined  this  proposition  and  had  to  keep  on  paying 
that  $18.20  per  annxim  until  now  after  twenty  years  I  have  paid 
in  nearly  $400  on  a  policy  which  on  its  face  calls  for  $189. 
I  applied  the  second  time  a  short  while  ago  for  a  paid-up  policy 
and  they  sent  a  representative  to  see  me  and  he  offered  me  $90 
to  surrender  my  policy,  which  of  course  I  declined.  If  it  is 
desired  I  can  produce  the  policy  and  the  receipts  back  showing 
payment."  ISTow,  in  the  first  place  what  is  the  fact  in  regard  to 
such  an  increase  of  premiums  as  is  stated  to  have  taken  place  in 
1889?  A.  I  have  no  idea  as.  to  the  truthfulness  of  that  letter. 
I  cannot  certify  as  to  the  accuracy  of  the  facts  which  are  stated. 
If  you  will  allow  me  to  take  the  letter  to  the  home  office  and 
compare  it  if  the  data  here  are  sufficient  for  me  to  get  on  to 
the  case,  I  will  be  very  glad  to  tell  you  what  the  home  office's 
explanation  of  that    case  is. 

Q.  I  would  be  glad  to  have  you  do  that,  but  here  is  the  state- 
ment that  in  1889  the  premium  was  raised  and  payment  com- 
pelled at  an  increased  rate?    A.  Of  course  that  is  not  so. 

Q.  Is  that  so?    A.  That  cannot  be  so. 

Q.  If  a  man  takes  a  policy  in  your  company  does  he  ever 
have  his  premiums  raised  ?    A.  He  does  not. 

Q.  Upon  that  policy?     A.  I  answered  he  does  not. 

Q.  And  that  was  not  the  practice  in  earlier  years,  never  been 
the  practice?  A.  ITot  as  to  my  knowledge.  There  is  something 
radically  wrong  in  the  statement  there,  Mr.  Hughes. 

Q.  Of  course  it  does  happen  I  suppose  that  in  cases  of  ordinary 
life  policies,  men  in  the  course  of  time  will  pay  more  than  is 
payable  under  the  insurance  policy  —  do  you  have  such  cases  — 
that  is  possible?  A.  The  business  of  life  insurance  is  a  law  of 
averages. 

Q.  So  that  one  man  living  to  a  certain  age  will  pay  more 
than  his  life  insurance  calls?    A.  In  some  cases. 

Q.  And  if  the  business  is  non-participating  and  they  get  no 
dividends,  they  of  course  have  nothing  to  increase  the  amount 
of  the  face  of  the  policy.  ISTow,  this  is  a  statement  here  that 
in  22  years  nearly  $400  had  been  paid  in  on  a  policy  which  on  its 
face  calls  for  $189  ?    A.  Is  this  the  same  case? 
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Q.  Yes,  sir.    A.  May  I  take  this  letter  witli  me  ? 

Q.  Certainly,  certainly;  but  in  a  general  way A.  There 

is  no  explanation  I  can  give  to  such  a  statement  of  fact  as  that 
-without  recourse  to  the  books.  I  would  say  offhand  that  no  such 
state  of  facts  can  possibly  exist  with  us. 

Q.  Here  is  a  letter  sent  me  by  a  prominent  attorney,  that 
is  a  copy  of  the  letter  addressed  by  the  attorney  to  your  company 
under  the  date  of  April  25th.  He  says  "  I  have  been  consulted  by 
Mrs.  of  about  a  policy  of  insurance 

written  by  you  upon  the  life  of  her  daughter.  The  number  of  the 
policy  is  so  and  so.  Mrs.  Blank  tells  me  that  your  agent  who  made 
the  weekly  collections  on  this  policy  informed  her  last  November 
that  a  payment  of  forty  cents  on  the  policy  would  complete  the 
five  year  term  and  entitled  her  to  a  paid-up  policy.  This  pay- 
ment she  made  as  is  shown  by  the  receipt  book.  The  agent 
then  offered  her  application  blanks  which  she  filled  in  by  his 
direction,  and  the  same  were  forwarded  to  the  home  ofiice.  In 
February  of  this  year  the  insured  died,  and  on  the  day  of 
her  funeral  your  agent  informed  the  mother  that  the  policy 
had  lapsed  by  reason  of  the  non-payment  of  the  January 
assessment,  and  that  the  paid-up  policy  could  not  be  issued  be- 
cause the  insured  was  less  than  ten  years  old.  Mrs. 
is  a  hard-working  Swedish  woman  in  straitened  circumstances, 
and  was  sent  to  me  by  the  Legal  Aid  Association  for  which  I 
am  attorney.  If  you  find  that  I  am  right  in  saying  your  agent 
misled  Mrs.  in  this  matter,   I  am  sure  you  will 

not  refuse  to  pay  the  death  loss  on  this  policy.  Please  let  me 
know  what  position  you  take  in  this  matter."  The  attorney  writes, 
"  This  letter  was  addressed  to  your  company  in  April  last  and 
the  reply  was  not  received  finally  until  October  23d,  and  the  reply 
was  that  they  could  do  nothing  whatever  about  the  matter." 

l^ow,  in  the  first  place  in  a  case  of  that  sort  what  sort  of  ex- 
amination is  made  to  ascertain  whether  a  person  who  has  paid  up 
and  stopped  on  signing  an  application  for  a  paid-up  policy  and 
supposes  that  the  paid-up  policy  is  about  to  be  received  and  then 
is  informed  that  the  original  policy  has  lapsed,  what  sort  of  an 
investigation  is  made  of  a  complaint  of  that  kind  that  comes  to 
you?  A.  Why,  we  have  an  investigation  division  to  whom  all 
such  complaints  are  referred. 

Q.  Who  is  in  charge  of  that?    A.  Who  is,  Mr.  Fiske? 

MR.  FISKE :    W.  H.  Gaston. 
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THE  WITNESS:    W.  H.  Gaston. 

Q.  In  a  case  of  that  sort  is  it  the  policy  of  your  company, 
assuming  that  the  premium  had  not  been  paid  on  the  original 
policy  called  for  in  January,  and  assuming  that  it  had  not  been 
paid  because  the  person  obtaining  the  insurance  had  arranged,  as 
was  supposed  for  a  paid-up  policy,  do  you  tteat  such  a  case  as 
a  lapsed  and  refuse  all  payments?    A.  We  do  not. 

Q.  You  have  not  done  so  ?  A.  No.  Our  disposition  and  prac- 
tice is  to  send  a  person  to  examine  into  the  merits  of  this  case, 
and  if  they  are  as  you  have  recited  them  here,  to  treat  that  case 
as  though  the  policy  were  alive,  that  is  to  say,  if  any  fault  can  be 
imputed  against  an  agent  of  the  company  and  the  insured  has  been 
prejudiced  by  his  action  or  misconduct,  to  right  the  wrong  and 
treat  the  policyholder  as  he  or  she  would  have  been  treated  if 
they  had  been  treated  by  an  honest  agent.  We  are  very  particu- 
lar in  that  way,  Mr.  Hughes,  very  particular. 

Q.  Then  you  do  not  take  advantage  of  technical  lapses  where 
the  lapse  has  been  due  to  a  misunderstanding  ?  A.  The  last  thing 
we  think  of. 

Q.  And  do  you  know  of  any  reason  why  if  the  facts  are  as 
stated  in  the  lawyer's  letter  that  I  have  just  read  are  truly  stated 
the  company  should  not  have  paid  that  loss  ?  A.  I  do  not.  Shall 
I  keep  that  letter? 

Q.  Yes,  I  would  be  glad  to  have  you,  because  that  is  a  letter 
from  a  man  whom  your  counsel  no  doubt  know  as  one  of  the  best 
lawyers  in  a  certain  part  of  the  State.  The  question  was  raised 
yesterday  with  r'egard  to  the  provision  in  the  paid-up  policies 
of  your  company,  that  is  that  class  of  paid-up  policies  which  are 
issued  upon  whole-life  policies,  "providing  that  the  paid-up  policy 
will  be  paid  if  the  insured  dies  within  the  expectation  of  life. 
Now,  I  understood  your  actuary  to  say  that  in  practice  despite 
that,  you  will  pay  the  amount  of  the  insurance.  Is  that  so?  A. 
Whatever  the  actuary  certified  to  in  that  respect  I  would  confirm. 

Q.  I  am  not  quite  sure  about  his  statement.  When  you 
issue  that  form  of  paid-up  policy  where  it  is  to  be  payable  only 
in  case  the  insured  dies  Avithin  the  expectation  of  life,  but  if 
he  survives  that  period  nothing  is  to  be  paid,  what  in  practice 
do  you  do  if  he  survives,  do  you  pay  him  or  not?  A.  As  a 
matter  of  practice,  I  cannot  answer  that  question,  but  I  can  as- 
certain it  for  you. 
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MR.  FISKE:    We  have  never  heard  of  such  a  claim  being  pre- 
sented. 

Q.  Here  is  a  letter  from  a  man  who  insured  his  mother-in-law 
with  disappointing  results.  He  says,  "  Some  years  ago  I  in- 
sured my  mother-in-law  for  about  seventy  dollars.  I  do  not  know 
the  exact  amount,  as  the  company  has  the  policy,  in  the  Metro- 
politan Insurance  Company.  I  paid  regularly  until  the  amount 
of  the  policy  was  fully  paid.  On  September  10,  1904,  the  agent 
told  me  as  the  policy  was  paid-up  he  could  get  me  a  paid-up  policy, 
and  brought  me  a  certificate  that  if  the  old  lady  lived  for  a  term 
of  six  years  and  314  days  I  was  to  get  $24,  or  only  about  one- 
third  of  the  amount  I  paid  the  company.  As  my  mother  is  still 
living,  and  past  the  term  stipulated  by  the  policy  which  ran  out 
in  1901,  I  am  to  get  nothing.  What  I  should  like  to  know  is,  am 
I  to  lose  eveiy  cent  I  paid  the  company,  or  can  I  not  at  least  re- 
cover something  ?  "  What  is  your  answer  to  that  question  ?  A. 
My  answer  to  that  question  is  that  this  man  would  evidently  very 
much  prefer  to  lose  his  mother-in-law. 

Q.  Well,  that  of  course  is  jocose,  but  seriously  he  has  paid  in 
apparently  about  seventy  dollars  and  he  got  a  paid-up  policy 
which  was  good  only  in  case  the  lady  died  vsdthin  a  certain  time, 
but  she  did  not.  Now,  there  is  a  practical  case,  and  I  want  to 
know  what  you  do  under  those  circumstances.  Is  such  a  man 
going  to  get  anything  for  the  seventy  dollars  he  paid  in?  A. 
Mr.  Hughes,  that  is  a  matter  of  practice,  with  the  particulars  of 
which  I  am  not  familiar.  I  will  ascertain  that  the  same  as  with 
the  other  cases  with  much  pleasure  and  advise  you  what  the 
finding  is. 

Q.  It  must  be  a  matter  of  executive  policy.  In  other  words 
you  do  not  deal  with  cases  by  rule  of  thumb  ?  A.  ISTo,  but  as  I 
certified  to  you  on  my  first  examination  the  practical  working  of 
the  industrial  department  some  years  ago  passed  out  of  my  hands 
and  I  said  to  you  that  all  these  lines  of  inquiry,  if  you  would 
address  it  to  the  proper  source,  say  Mr.  Fiske,  you  would  get 
entire  satisfaction.  But  the  operations  of  the  company  have 
grown  so  vast  and  various  that  no  one  mind  or  one  man  could 
possibly  keep  in  touch  with  all  the  changes  that  are  being  made. 
Such  changes  as  are  made,  I  am  glad  to  say,  are  in  the  interest 
of  the  policyholders.  The  tendency  is  to  be  generous  to  a  fault 
and  in  the  case  of  agents  who  do  wrong  things,  as  some  of  the 
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letters  assert,  of  course  I  do  not  know  whether  it  is  wrong  or  not, 
we  immediately  get  rid  of  such  an  agent,  and  if  we  can  punish 
him  for  such  a  thing  we  try  to  do  it.  In  other  words,  we  try  to 
keep  the  ranks  pure. 

THE  OHAIEMAN:  I  do  not  quite  understand  the  point 
about  this  term  insurance. 

MR.  HUGHES:  In  answer  to  the  Chairman,  the  point  is 
that  in  such  a  case  something  would  be  done.  The  paid-up 
insurance  would  be  in  effect  paid-up  insurance  for  the  term  of 
years  which  constituted  the  then  expectation  of  life  according 
to  the  table  stated  in  the  policy.  The  actuary  stated 
that  if  the  applicant  requested  it,  they  would  give  a  whole 
paid-up  life  policy  instead  of  the  term  policy,  but  that  is  not 
stated  in  the  bond,  that  is  not  a  part  of  the  contract,  and 
they  do  not  have  to  do  it.  Now,  further  it  appears  from  some 
of  these  letters  that  in  cases  where  paid-up  policies  have  been 
applied  for  under  whole  life  policies  the  insured  has  apparently 
been  compelled  to  take  this  term  insurance,  and  at  all  events 
has  taken  it,  and  seems  to  think  that  some  injustice  has  been 
done,  because  at  the  expiration  of  the  term  there  is  no  return 
for  the  money  paid  in  under  the  original  policy. 

THE  OHAIEMAN" :  What  I  cannot  understand  —  I  have  not 
conferred  with  my  fellow  members  as  I  usually  do  —  is  why 
the  man  should  receive  anything  if  it  is  term  insurance  and  the 
term  has'  expired  before  the  insurance  is  paid. 

ME.  HUGHES:  That  is  the  point  that  we  want  to  elicit,  if 
that  is  the  answer. 

Q.  In  other  words  what  do  you  think  of  that  kind  of  cases, 
in  other  words  isn't  it  true  that  in  practice  if  a  man  have  a  policy 
which  entitled  him  only  to  paid-up  insurance  for  the  expectation 
of  life  and  wants  a  policy  for  paid-up  insurance  for  the  whole 
life,  do  you  give  it  to  him?  A.  The  actuary  so  testified  yes- 
terday, did  he  not  ? 

Q.  I  believe  he  did,  but  there  is  nothing  in  your  formal  contract 
to  that  effect.  A.  He  further  certified,  did  he  not,  that  iho 
amount  of  paid-up  policy  issued  for  a  term  of  years  would  b(! 
larger  than  it  would  be  if  it  were  issued  for  a  whole-life,  that  is. 
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there  is  a  compensation  for  reducing  the  number  of  years  for 
which  the  paid-up  policy  runs  ?    Did  he  not  so  certify  ? 

Q.  I  think  he  did.  The  point  is,  if  you  are  desirous  of  giving 
the  holder  of  a  certain  class  of  policy  an  option  to  take  either 
kind  of  paid-up  insurance  he  chooses,  term  insurance  or  whole- 
life  insurance,  why  don't  you  set  it  forth  in  your  contracts?  A. 
Well,  it  might  be  a  good  thing  for  us  to  do  so. 

Q.  You  have  not  considered  the  advisability  of  it?  A.  I 
have  not.     Whether  my  brother  officers  have  or  not  I  cannot  say. 

Q.  Or  when  you  do  issue  a  paid-up  policy  for  term  insurance 
and  the  same  has  expired,  then  if  the  man  comes  to  you  as  this 
man  does  through  his  letter  and  says  what  am  I  to  get  for  the 
money  I  paid  in,  your  answer  is  nothing,  because  we  gave  you 
all  the  term  insurance  that  your  money  could  buy. 

ME.  inLBUKlSr:  The  witness  had  said  that  is  a  matter  he 
does  not  have  charge  of  and  he  does  not  know  what  the^practice 
of  the  company  is. 

!ME,.  HUGrHES:  Of  course,  if  he  is  not  prepared,  to 
answer 

ME.  MILBUEN":    That  is  what  he  says. 

ME.  HUGHES:  But  judging  from  what  Chairman  Arm- 
strong said  and  something  I  heard  echoing  approval,  I  thought 
we  would  now  have  a  statement  to  that  effect. 

ME.  FISKE:  Your  question  was  not  what  we  would  do  in 
a  particular  case.  In  that  case  if  there  was  any  particular  dis- 
tress and  they  were  in  trouble  we  would  pay  it  although  we  were 
not  obliged  to  pay  it. 

ME.  HUGHES:  Then  do  you  deal  with  matters  upon  that 
basis,  of  paternalism,  dealing  with  cases  according  to  their  merits 
apart  from  the  requirements  of  the  contract  ? 

ME.  EISKE:  We  go  beyond  the  contract  in  cases  which  ap- 
peal to  our  sense  of  justice  or  sympathy,  and  do  it  every  day 
in  the  week. 

ME.  HUGHES:  Here  is  a  case  in  a  letter  which  says  "I 
am  a  policyholder  in  the  Metropolitan  Life.     You  will  see  by 
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the  statement  enclosed  the  length  of  time  I  have  been  insured, 
say  19  years,  and  the  amount  I  have  paid  in,  say  $455.10,  and  the 
amount  of  my  own  and  my  wife's  policies  $333,  which  makes  a 
difference  of  $218  in  my  favor."  Then  he  goes  on  to  state  the 
terms  of  his  policy  and  the  fact  that  $96  of  them  in  face  value  were 
redeemed,  as  he  puts  it,  or  surrendered,  on  a  payment  to  him  of 
$36.26.  Then  he  goes  on  to  say  that  he  tried  to  get  a  paid-up 
policy  from  them  and  they  would  not  give  it,  referring  to  the  other 
insurance.  "  In  September,  1902,  when  I  made  the  settlement 
with  them  and  the  Superintendent  took  the  policies  and  one  of  the 
premium  books,  he  told  me  when  I  was  80  years  old  I  would  get 
back  all  that  was  coming  to  me.  I  am  now  past  80  years  old,  being 
insured  at  61  years,  and  when  I  spoke  to  him  about  it,  they  would 
not  listen  to  me,  but  set  me  back  another  year,  and  I  am  still 
paying  premiums  every  week.  It  amounts  to  this,  that  I  must  go 
on  paying  or  lose  all." 

ME.  FISKE :    ISTo  such  state  of  facts  is  possible. 

Q.  Mr.  Fiske  says  no  such  state  of  facts  is  possible.  That  ac- 
cords with  your  view,  Mr.  Hegeman  ?     A.  Yes,  sir. 

Q.  Here  is  a  man  who  gives  his  name  and  address  and  his  poli- 
cies and  the  amounts.     A.  If  you  will  give  me  the  letter — 

Q.  I  shall  be  glad  to  give  you  the  letter,  so  that  one  of  these 
men  of  80  years  old  that  you  have  not  been  able  to  find  may  be  able 
to  get  whatever  may  be  coming  to  him. 

ME.  FISKE :  Our  practice  is  not  only  to  pay  endowment  on 
that  but  all  premiums  paid  after  80,  we  repay  them  all  the  prem- 
iums paid  after  80  years  of  age. 

ME.  HUGHES:  I 'do  not  understand  how  it  is  if  a  man  over 
80  to  whom  you  are  willing  to  give  these  concessions  is  carrying 
his  premiums,  that  you  cannot  locate  him  and  see  W&i  he  gets  back 
this  money  that  you  say  he  is  entitled  to. 

ME.  FISKE :  Only  because  we  have  seven  aild  one-half  millions, 
and  cannot  figure  them  out.     We  go  by  numbers. 

ME.  HUGHES :  So  there  is  nothing  about  the  money  to  show 
he  is  aged  80  years  ? 

ME.  FISKE :  Not  at  all. 
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THE  CHAIEMAN :  Why  does  this  company  make  a  practice  of 
retaining  the  policies  themselves  instead  of  delivering  them  to  the 
policyholders  ?     Does  it  make  such  a  practice  ?     A.  What  is  that  ? 

BY  SENATOR  TULLY : 

Q.  Does  the  company  as  a  rule  keep  possession  of  the  policies 
itseK  ?    A.  When  it  sells  a  policy  to  a  customer  ? 

Q.  JSTo,  after  a  policy  is  issued.  Was  it  not  testified  to  that  it 
was  delivered  to  a  policyholder  for  a  time  so  he  would,  have  an 
opportunity  to  examine  it  ?     A.  No. 

Q.  And  then  it  is  returned  to  the  company  for  safe  keeping? 
A.  No.  What  I  meant  to  testify  to  yesterday,  if  I  understand  the 
scope  of  your  inquiry,  and  which  I  repeat  to-day,  is  this.  A  policy- 
holder years  ago  would  occasionally  complain  that  when 
he  got  his  policy  its  terms  were  not  in  consonance  with 
the  terms  made  to  him  by  the  ag^nt;  there  would  be  a  differ- 
ence in  the  premium  or  in  the  cost,  or  the  paid-up  provision 
or  something.  Thereupon  we  adopted  the  rule,  and  we  so 
state  on  the  policy,  that  the  policyholder  has  two  weeks  after 
it  is  issued  and  put  in  his  hands  to  read  it  over,  talk  with  his 
friends  and  consult  with  whomsoever  he  pleases,  and  if  he  finds 
differences  in  that  policy  between  the  understanding  under  which 
he  was  induced  to  come  into  the  company  and  what  the  policy 
stipulates,  he  may  then  send  the  policy  back  and  ask  us  for  what 
he  paid  and  we  give  it  to  him  with  pleasure,  in  order  to  avoid 
future  misunderstandings.  We  want  him  to  have  the  policy  that 
he  bought.     Is  that  clear.  Senator? 

Q.  But  the  physical  possession  of  the  policy  remains  with  the 
policyholder?     A.  Always. 

MR.  HUGHES:  It  is  proper  to  state  with  regard  to  the  mat- 
ter of  the  guarantees  in  the  case  of  the  second  preferred  stock  of 
the  Pope  Manufacturing  Company  which  was  under  advisement 
last  evening,  that  the  matter  has  been  satisfactorily  explained,  to 
the  Committee  by  Mr.  Milburn,  who  had  personal  knowledge  of 
the  facts.  It  appears  that  the  guarantee  was  given  by  responsible 
parties  who  had  no  connection,  with  the  Metropolitan  Life  Insur- 
ance Company  or  otherwise  with  any  matter  which  is  pertinent  to 
this  inquiry,  and  that  there  would  be  no  public  service  in  spread- 
ing the  facts  upon  record. 
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THE  WITI^ESS:  I  feel  that  I  ought  to  state  that  out  of  the 
great  mass  of  policies  issued  by  the  Metropolitan  Life  Insurance 
Company,  running  up  to  forty  or  fifty  millions  in  all  branches,  it 
would  be  very  remarkable  if  there  were  not  quite  a  number  of 
complaints  and  some  of  them  just  complaints.  Dse  all  tbe  care  we 
may  in  the  selection  of  agents,  we  do  find  men  sometimes  whose 
inclination  runs  away  with  their  judgment,  and  it  is  possible  to 
make  such  mistakes.  But  the  tendency  of  the  company  is  to  do 
right  by  the  policyholder  and  sacrifice  the  agent,  and  to  have  no 
one  in  our  employ  to  whom  any  charge  can  be  imputed  of  mis- 
representation. It  does  not  mean  a  very  high  ideal  of  morality 
to  do  that.     It  is  in  the  interest  of  the  company. 

Q.  With  reference  to  the  organization  of  agencies,  you  were 
unable  to  state  yesterday  the  amount  of  the  compensation  of  the 
superintendents.  I  mean  to  say  apart  from  salaries,  the  total 
amoimt  which  would  be  paid  superintendents?     A.  Yes. 

Q.  How  many  superintendents  have  you  in  the  Oitj  of  !N^ew 
York? 

MIL  FISKE:  I  should  think  about  ten,  without  coimting  them. 

Q.  Do  you  mean  Greater  I^ew  York  including  Brooklyn?  A. 
Yes. 

MR.  FISKE:  Oh,  more  than  that. 

A.  I  should  say  twenty. 

ME.  FISKE:  That  is  a  guess. 

Q.  Are  the  various  districts  different  so  far  as  their  earning 
capacity  is  concerned?  A.  That  depends  quite  largely,  Mr. 
Hughes,  upon  the  ability  of  the  men  at  the  work. 

Q.  What  is  the  best  districts  and  the  best  paid  man  in  New 
York?     A.  I  cannot  say  because  I  don't  know. 

Q.  Can  you  tell  me  about  what  the  maximum  amount  is  that 
an  agent  or  superintendent  in  ISTew  York  will  get  under  your 
system  of  compensation? 

MR.  FISKE:  Do  you  mean  in  the  industrial — his  total  earn- 
ings in  the  industrial  or  ordinary  or  both? 

.AIR.  HUGHES:  Yes,  I  would  be  glad  to  have  it  defined, 
either  way.     In  other  words  does  he  get  $2.5,000  a  year? 
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ME.  FISKE:  Oh,  no,  I  am  hesitating  somewhere  between 
five  thousand  and  ten  thousand. 

Q.  Do  you  have  any  contract  with  your  superintendent  in 
force  now  other  than  this  form  of  contract  Avhich  has  been  in- 
troduced in  evidence,  have  you  any  special  contracts  with  special 
men? 

MR.  nSKE :  We  have  seven.  ISTbt  like  Megargee,  but  inter- 
mediate between,  where  they  have  ,a  continuing  interest  in  the 
business  like  Megargee  got,  but  no  new  ones. 

Q.  Those  are  seven  old  ones  which  have  not  expired  ? 

MR.  FISKE:     Yes. 

ME.  HTJGrHES :     Your  new  contracts  are  all  in  this  form  ? 

ME.  FISKE:     Yes. 

MR.  HUGHES :     How  long  has  that  been  the  case  ? 

ME.  FISKE:     Ten  or  fifteen  years. 

MR.  HUGHES:  Have  you  a  statement  of  the  legal  expenses 
showing  the  component  parts  ? 

MR.  FISKE:  It  is  not  completed  yet.  We  are  having  it 
prepared. 

Q.  What  is  comprised  in  your  statement  of  December  31, 
1904,  under  the  head  of  "All  other  disbursements  $285,518.34?" 
What  do  you  put  under  that  general  designation?  A.  Well, 
it  would  be  pretty  hard  to  say.  Of  course,  the  expense  item 
of  the  business  is  pretty  large. 

Q.  Well,  do  you  put  any  expenses  there,  do  you  put  travel- 
ing expenses  there  ?     A.  No,  they  are  not  in  that  item. 

Q.  Where  are  they?  A.  Is  there  not  an  item  of  traveling  ex- 
penses higher  up  on  the  statement  ? 

Q.  I  do^  not  identify  it  on  the  statement  as  published.  There 
is  a  traveling  expense  in  connection  with  agency  expense,  travel- 
ing and  all  other  expenses.  A.  I  think  the  traveling,  is  included 
in  that. 

Q.  Do  you  pay  any  amount  for  legal  expenses  and  put  them 
under  that  head  of  all  other  disbursements  ?     A.  Xo. 
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Q.  Do  you  pay  any  amounts'  for  legislation,  and  put  it  under 
that  head?     A.  ISTo,  not  a  dollar. 

Q.  Has  your  company  made  any  contributions  for  political 
expenses?  A.  We  have  contributed  in  our  life  time  to  two 
campaign  committees.  Those  were  in  the  year  1896.  Never 
before  and  never  since. 

Q.  To  what  campaign  committees  were  they?  A.  We  gave 
a  thousand  dollars  to  the  Palmer  and  Buckner  sound  money 
Democrats,  and  gave  $7,500  to  the  ISTational  Republican  Com- 
mittee, if  that  be  its  technical  name.  That  was  in  the  year 
when  the  16  to  1  heresy  was  rampant.  Our  directors  felt  that 
a  contribution  to  the  defeat  of  that  effort  was  more  a  matter 
of  morals  than  it  was  of  policy;  they  were  fearful  of  the  dis- 
turbance of  values  and  the  impairment  of  those  things  which 
we  had  which  made  for  security  of  the  policyholders,  so  that 
the  Finance  Committee  authorized  the  officers  to  make  these 
two  disbursements.  They  were  made  and  the  Board  ratified 
and  confirmed  and  approved  what  was  done,  the  board  feeling 
that  it  being  a  stock  company  they  had  the  right  and  were 
responsible  to  the  stockholders  for  the  honest  and  proper  use 
of  the  company's  surplus,  and  that  they  were  justified  at  that  time 
in  view  of  the  exigencies  of  the  occasion  to  make  these  two  con- 
tributions, and  they  made  them  without  regard  to  the  political 
parties  to  whom  they  went,  both  parties  working  in  the  same 
effort,  and  the  difference  in  the  amoimt  being  what  in  their 
judgment  would  apply  to  their  relative  value  as  working  forces. 

Q.  Has  your  company  made  any  payment  in  any  state  cam- 
paign?    A.  It  has  not. 

Q.  Here  or  elsewhere  ?     A.  No,  sir. 

Q.  Or  for  any  local  campaign?     A.  JSTo,  sir. 

Q.  Or  to  directly  or  indirectly  support  the  candidacy  of  any 
candidate  for  judicial  office?     A.  Never  to  my  knowledge. 

.  Q.  Has  your  company  made  any  payments  to  Andrew  Hamil- 
ton?    A.  It  has. 

Q.  When? 

MR.  FISKE:  I  have  a  list  of  them. 
(Producing  paper.) 

Q.  This  is  a  complete  statement?  A.  I  would  suggest  with 
respect  to  this,  that  as  the  entire  law  business  of  the  company 
is  in  charge  of  Mr.  Fiske,  that  you  direct  that  inquiry  to  him. 
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Q.  I  simply  wanted  some  one  to  certify  it,  as  I  am  receiving 
it  for  the  purpose  of  the  record.  I  may  assume  it  is  correct? 
A.  You  may. 

MR.  HUGHES:  I  offer  that  paper  in  evidence,  it  is  in  the 
inverse  order  of  payment. 

(Paper  marked  Exhibit  No.  34Y,  and  read  by  Mr.  Hughes.) 

Q.  Is  the  payment  of  May  5,  1904,  the  last  payment? 

Q.  Then  is  it  the  fact  that  Mr.  Hamilton  had  been  under 
retainer  at  the  rate  of  $1,000  a  year  by  the  Metropolitan  Life 
Insurance  Company  since  1892?  A.  For  the  term  of  years 
stated  on  that  schedule. 

Q.  Well,  there  it  is  stated. 

(Handing  paper.) 

A.  Yes. 

Q.  And  in  addition  to  such  retainer  he  has  from  time  to 
time  received  payment  for  special  services?     A.   So  it  appears. 

Q.  What  has  been  the  purpose  of  the  general  retainer?  A. 
In  general  to  keep  us  posted  as  to  all  bills  hostile  to  the  com- 
pany or  to  the  business  in  any  of  the  States  of  the  Union  and 
to  appear  before  committees  on  our  behalf  when  so  ordered 
and  to  do  anything  else  with  reference  to  pending  or  proposed 
bills  that  we  might  ask  him  to  do. 

Q.  What  were  the  special  services  in  1902  with  regard  to 
the  payment  up  to  $4,500?     A.  I  don't  remember. 

Q.  Who  would  know  as  to  that  ?     A.  Probably  Mr.  Fiske. 

Q.  In  189Y  there  seems  to  have  been  a  special  work  required 
in  five  States,  New  York,  Illinois,  Michigan,  Wisconsin  and 
Missouri,  for  which  Mr.  Hamilton  was  paid  $3,300,  and  others 
ten  thousand  dollars.  What  was  the  nature  of  the  matters  re- 
quiring those  services?     A.  I  do  not  now  recall. 

Q.  Did  you  yourself  visit  the  capitals  in  those  States  at  that 
time?     A.  I  did  not. 

Q.  Or  the  various  States?     A.  I  did  not. 

Q.  Your  memory  is  quite  clear  on  that,  is  it,  189Y?  A.  That 
is  ten  years  ago? 

Q.  No,  that  is  eight  years  ago  last  spring?  A.  No,  I  did 
not  visit  the  capitals. 
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Q.  Well,  whether  the  capitals  or  not,  the  various  States?    A. 
ISTot  on  matters  of  legislation.     Those  matters  were  almost  exchi- . 
sively  attended  to  by  Mr.  Fiske. 

Q.  Who  is  Eobert  Lnscomhe  ?    A.  I  don't  know. 

Q.  Who  is  Mr.  C.  P.  Ellerbe?  A.  He  is  a  counselor  in  Mis- 
souri. 

Q.  Schuyler  S.  Ord  is  a  counselor  in  Wisconsin?  A.  I  don't 
know. 

Q.  Is  there  anyone  connected  with  your  company  who  ha^  au- 
thority to  make  disbursements  in  connection  with  matters  of  legis- 
lation without  your  approval  ?    A.  Yes,  sir. 

Q.  Who  is  he?    A.  Mr.  Tiske,  the  vice-president. 

Q.  Does  Mr.  Fiske  make  disbursements  without  the  approval  of 
the  Board  or  any  committee  for  such  purposes  ?    A.  He  does. 

Q.  Are  there  any  other  purposes  for  which  payments  can  be 
made  from  time  to  time  on  the  order  of  any  executive  officer  of 
your  company  without  the  approval  of  any  board? 

MR.  LIl!^DABUEY:     You  mean  previous  approval,  don't  you  ? 

Q.  Yes.  Previous  approval  or  authorization  of  any  commit- 
tee of  the  board?    A.  Are  there  any  other  payments? 

Q.  Yes.    A.  There  are. 

Q.  I  am  referring  now  to  payments  that  do  not  come  under 
general  authorization,  such  as  routine  payments  in  the  course  of 
business  which  of  course  you  are  making  constantly  every  day? 
A.  Yes. 

Q.  I  am  speaking  now  of  exceptional  payments  not  covered 
by  any  general  authorization,  and  I  want  to  know  to  what  extent 
moneys  are  disbursed  by  your  company  on  executive  order?  A. 
It  would  be  hard  to  define  that.  On  extraordinary  matters  we 
seek  the  authority  of  the  Finance  Committee  or  the  Board,  but 
on  usual  matters,  or  matters  of  this  kind  Mr.  Fiske's  own  judg- 
ment would  guide  him. 

Q.  And  does  he  make  a  report  to  any  committee?  A.  Some- 
times yes,  and  sometimes  he  does  not. 

Q.  He  is  not  required  to?    A.  He  is  not. 

Q.  Has  anybody  else  been  paid  for  services  in  connection  with 
matters  of  legislation  except  Andrew  Hamilton  and  the  persons 
whose  names  appear  in  this  exhibit  347  ?  A.  To  my  recollection. 
no. 
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MR.'  FISKE:  We  have  had  counsel  in  other  States,  if  that  is 
what  you  want  to  know. 

THE  WITNESS:    Yes. 

ME.  HUGHES:    In  connection  with  legislation? 

ME.EISICE:    Yes. 

ME.  HUGHES:  Have  you  a  statement  of  the  total  amount 
paid  for  that  purpose  for  a  series  of  years  ? 

ME.  EISKE:  IsTo.  I  can  get  it.  They  are  not  large,  but  will 
be  glad  to  get  it. 

THE  WITNESS:  If  you  had  told  us  we  would  have  had  this 
ready  for  you. 

ME.  HUGHES:    Yon  have  done  very  well  as  it  is. 

ME.  EISKE :  I  merely  suspected  that  you  would  want  this, 
is  why  I  brought  it. 

ME.  HUGHES:    You  had  a  very  shrewd  suspicion. 

Q.  Was  Mr.  Ellerbe  formerly  Superintendent  of  Insurance  in 
Missouri?    A.  I  think  he  was. 

Q.  When  was  he  Superintendent  of  Insurance?  A.  I  don't 
iknow.    I  think  it  was  ten  years  ago,  or  more. 

ME.  LINDABUEY:  He  was  a  lawyer  before  and  after  he 
was  superintendent. 

ME.  HUGHES :  Yes,  I  think  the  witness  said  he  was  a  coun- 
selor in  Missouri.  About  ten  years  ago  he  was  superintendent 
of  insurance.  I  should  like  to  have  a  statement  of  the  payments 
for  a  period  of  years.  Total  payments  made  in  connection  with 
matters  of  legislation. 

Q.  Have  you  made  any  payments  or  did  you  make  any  pay- 
ment to  Mr.  James  F.  Pierce  — your  company  of  course,  I  mean? 
A.  Never. 

Q.  He  has  never  been  under  retainer?    A.  Never. 

Q.  Or  any  other  superintendent  of  insurance  in  New  York  — 
of  coxirse  after  he  ceased  to  be  superintendent?    A.  Never.     Mr. 
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Hughes,  now  that  you  may  not  go  wrong,  you  asked  Mr.  Fiske 
if  he  would  get  you  up  certain  facts 

ME.  HUGHES:  About  the  same  period  you  have  with  Mr. 
Hamilton,  ten  years. 

MR.  LIlSrDABURY:  We  can  go  back  to  the  beginning  of 
history  if  you  want  them. 

ME.  HUGHES:  We  will  have  a  statute  of  limitations  on 
such  matters.    Ten  years  will  be  sufficient. 

THE  CHAIEMA]^:  We  will  now  take  our  recess.  The 
witnesses  who  have  been  subpoenaed  for  the  morning  will  kindly 
attend  this  afternoon's  session,  which  will  begin  at  2.30  P.  M. 
sharp. 


AETEE  EECESS. 

JOHN"  R.  HEGEMAlSr,  resumed. 

ME.  HUGHES :  I  offer  in  evidence  a  letter  from  the  actuary 
of  the  Metropolitan  Life  Insurance  Company  under  date  of 
October  13,  1905,  concerning  certain  matters  as  to  which  in- 
formation was  requested  by  the  Committee. 

(Paper  marked  Exhibit  No.  348  and  read  by  Mr.  Hughes.) 

Q.  In  your  statement  to  the  Insurance  Department  for  the 
year  ending  December  31,  1904,  I  find  item  of  agents'  surety 
bonds  $344.54.  What  does  that  stand  for?  A.  That  stands  for 
the  cost  to  the  company  of  bonding  its  12,000  agents. 

Q.  Then  the  company  defrays  that  expense  ?  A.  I  cannot 
testify  positively  as  to  that,  Mr.  Hughes.  It  pays  the  expense 
in  the  case  of  certain  of  its  employees  and  it  recovers  the  expense 
or  a  part  of  it  in  the  case  of  some  others. 

Q.  Is  this  the  balance  of  a  debit  and  credit  account  of  such 
matters?     A.  I  assume  it  to  be. 

Q.  Is  there  any  particular  Company  with  which  agents  write 
their  bonds  ?  A.  The  business  has  been  done,  I  believe,  between 
the  American  and  the  National. 
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Q.  The  American  Surety?     A.  Yes. 

Q.  And  the  JSTatiQnal  Surety  Company?     A.  Yes. 

Q.  Are  the  agents  required  to  obtain  bonds  from  those  com- 
panies?    A.  We  obtain  them  for  the  agents,  as  I  understand. 

Q.  And  charge  the  agent  the  premium?    A.  Yes. 

Q.  "What  is  the  amount  of  the  bond  required  from  soliciting 
agents?     A.  I  am  under  the  impression  it  is  about  $50. 

Q.  What  is  the  amount  of  the  premium  upon  that  bond?  A. 
I  don't  know. 

Q.  What  is  the  amount  of  the  bond  required  from  assistant 
superintendents?     A.  I  don't  know. 

Q.  Is  there  any  bond  required  from  them? 

ME.  FISKE :  I  think  the  superintendents  bond  their  assistants. 

Q.  And  the  agents  bond  themselves  ? 

ME.  FISKE :  To  us,  I  think,  and  I  think  the  rule  is  they  pay 
the  first  year  and  we  pay  subsequent  years.  I  think  that  is  the 
rule. 

Q.  What  is  the  approximate  amount  of  the  total  paid  by  agents 
in  a  year  on  their  bonds?     A.  I  cannot  testify. 

Q.  Why  are  the  bonds  obtained  from  those  particular  com- 
panies —  why  is  it  limited  to  those  companies  ?  A.I  think  they 
are  the  two  principal  companies  in  the  city. 

Q.  That  is  the  only  reason  ?     A.  I  think  so. 

Q.  Have  you  or  any  officer  of  your  company  any  interest  in 
the  National  Surety  Company?    A.  I  have  ten  shares  of  its  stock. 

Q.  Are  any  others  of  the  officers  .of  your  company  interested 
in  it?     A.  iN'one. 

Q.  Is  the  company  itself  a  stockholder  in  it?     A.  No,  never 

was. 

Q.  Have  you  or  any  officer  of  your  company  any  interest  in 
the  American  Surety  Company?     A.  No. 

Q.  Has  the  company  an  interest?     A.  No. 

Q.  Is  there  any  arrangement  by  the  company  or  any  of  its 
officers  to  obtain  any  part  of  the  amount  paid  the  surety  com- 
panies on  the  bonding?     A.  None. 

Q.  Among  the  collateral  loans  made  by  the  Metropolitan  Life 
Insurance  Company  I  find  under  date  of  May  20th,  1901  a  de- 
mand loan  to  William  A.  Eead  of  $200,000^1  l|'per  cent,  in- 
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terest — is  that  William  A.  Eead  formerly  of  tlie  firm  of  VermUye 
&  Company  and  now  of  the  firm  of  William  A.  Kead  &  Company? 
A.  Yes,  sir. 

Q.  How  lon^  did  that  loan  run?  It  appears  from  the  state- 
ment fm-nished  by  the  company  that  that  loan  was  paid  off  on 
December  31,  1901,  and  on  March  27th,  1902,  appeare  a  loan  to 
William  A.  Eead  of  the  same  and  2  per  cent,  interest,  which 
seems  to  have  been  paid  on  December  20,  1902.  On  January 
2d,  1903,  there  appears  a  loan  to  William  A.  Eead  of  $100,000 
and  2  per  cent,  interest,  paid  on  January  13,  the  same  year,  and 
a  further  loan  on  December  9th,  1903,  of  $100,000  at  1^  per 
cent,  interest,  paid  on  December  31,  1903;  and  in  1904  i^'ithout 
date  there  appears  a  loan  4;o  William  A.  Eead  of  $100,00(j  at  1^- 
per  cent,  interest  stated  to  have  been  paid  on  July  1st,  1904. 
Those  are  the  loans  mentioned  in  the  statement  of  your  company 
which  appear  to  be  made  to  Mr.  Eead  at  1^  and  2  per  cent, 
interest.  Will  you  state  why  those  loans  were  made  at  that 
rate?  A.  I  assume  them  to  have  been  about  the  call  rates  at 
the  time. 

Q.  Well,  do  you  know  that  to  be  the  fact?     A.  Positively,  no. 

Q.  It  appears  from  the  Einancial  Eeview,  published  by  the 
William  P.  Dana  Company,  that  the  rate  of  call  loans  for  the 
week  ending  May  17,  1901,  ranged  at  the  Stock  Exchange  from 
2  to  8  per  cent,  with  an  average  of  5  per  cent.,  and  that  at  banks 
and  trust  companies  from  5  to  6  per  cent.;  and  for  the  week  end- 
ing May  24th  at  the  Stock  Exchange  from  3  to  7  per  cent,  with 
an  average  of  '4^  per  cent,  and  banks  and  trust  companies  4 
per  cent.  It  appears  on  May  20th,  1901,  your  loaned  Mr.  Eead 
$200,000  at  li  per  cent.  Will  you  explain  that?  A.  I  can  ex- 
plain that  the  loan  was  made  at  the  rate  you  have  read  from 
the  schedule. 

Q.  That  is  the  fact,  but  I  want  to  know  why  it  was  made 
apparently  below  the  market?  A.  It  was  made  very  largely  for 
the  reason  which  I  gave  on  the  first  day  when  I  was  called  as  a 
witness  with  respect  to  the  loans  made  to  Mr.  Dutcher  and  Mr. 
McCall.  Over  the  coui^e  of  the  years  there  are  various  gentle- 
men who  have  rendered  unusual  services  to  the  company  and  we 
have  felt  that  whenever  the  opportunity  came  by  which  we  could 
reciprocate,  that  it  was  simply  fair  and  decent  for  us  to  do  so. 
Mr.  Eead  has  been  a  very  helpful  man  to  the  company;  we  have 
inquiries    constantly    from    policyholders,    superintendents    and 
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others  interested  in  the  company  from  around  the  country  about 
quotations  and  about  the  value  of  certain  things,  and  asking  for 
our  judgment  and  information  on  certain  properties  offered  to 
them,  and  we  have  always  sent  those  things  to  Mr.  Eead  as  being 
an  expert  in  that  line.  In  the  course  of  the  years  we  have  had 
a  great  many  of  these;  we  never  received  an  application  from  a 
downtown  man  or  a  large  application  in  the  ordinary  depart- 
ment from  any  of  the  principal  cities,  bankers  and  brokers  and 
financial  men  but  we  have  submitted  it  to  him  for  his  knowledge 
if  he  had  any  as  to  the  insurability  of  the  risk,  and  he  has  served 
us  very  valuably  in  that  way  on  some  occasions. 

He  has  given  us  facts  that  otherwise  perhaps  we  could  not 
have  learned,  and  in  its  various  ways  he  has  shown  a  very  help- 
ful spirit,  has  been  of  a  good  deal  of  aid  to  us,  and  I  have  always 
felt  that  when  the  opportunity  came  when  I  could  show  that  the 
company  had  appreciated  what  he  had  done  I  would  exercise  it. 
That  is  the  only  explanation,  Mr.  Hughes,  I  can  make. 

Q.  Is  it  a  fact  that  the  Metropolitan  Life  Insurance  Company 
has  been  of  great  service  to  Mr.  Read?  A.  That  would  be  for 
him  to  testify  to,  sir. 

Q.  What  proportion  of  the  securities  bought  by  the  Metropoli- 
tan Life  Insurance  Company  in  the  last  ten  years  were  bought 
from  Vermilye  &  Company?  A.  I  have  no  knowledge;  I  have 
never  made  a  computation. 

Q.  It  is  a  very  large  proportion,  isn't  it  ?  A.  I  should  say  that 
it  was.  They  were  originally  selected  —  Mr.  Read  —  and  the 
financial  officers  of  the  Company  by  the  previous  president,  Mr. 
Knapp.  About  twenty  years  ago  we  went  down  there  together 
without  any  letters  of  introduction  and  simply  selected  him  be- 
cause we  knew  the  house  to  be  a  house  of  very  good  standing  and 
worthy  of  our  confidence.  As  time  went  on,  we  learned  to  have 
absolute  faith  in  their  conservative  recommendations.  They  al- 
ways had  more  in  the  security  line  than  we  needed  —  I  am  speak- 
ing now  of  Vermilye  &  Company,  so  that  we  had  no  trouble  in 
safely,  and  we  think  wisely,  investing  the  surplus  funds  that  we 
had,  and  they  did  so  well  with  the  Company  that  I  could  see  no 
reason  for  parcelling  out  that  business  among  twenty  or  thirtv  or 
ten,  or  any  number  of  people;  they  have  never  misled  us.  We 
have  frequently  compared  the  prices  we  have  paid  to  them  with 
the  prices  that  other  companies  quoted  for  the  same  securities' 
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sometimes  I  have  found  them  a  little  over,  sometimes  I  have 
found  them  a  little  under,  more  frequently  I  have  found  them 
at  the  same  price.  Some  time  ago  in  closing  a  deal,  or  being 
about  to  close  a  deal  for  one  hundred  thousand  dollars  with  a 
Broad  Street  firm,  I  asked  Vermilye  &  Company  whether  they 
could  save  us  anything  on  it,  and  they  did  —  they  saved  us  five 
thousand  dollars.  Afterwards  they  invited  the  company  into  cer- 
tain participations,  and  those  have  been  very  profitable;  we  have 
made  no  losses,  I  think,  except  in  one  case,  and  that  is  a  small 
one.  During  all  those  years  we  have  never  heard  anything  to 
the  detriment  of  the  firm,  but  on  the  contrary,  everything  in 
their  favor,  and  our  experience  with  them  was  entirely  satis- 
factory, so  that  we  saw  no  reason  to  discard  them  and  divide  the 
business  up  amongst  any  number  of  people.  As  to  the  future,  I 
assume  we  shall  be  guided  as  we  have  been  in  the  past,  by  our 
own  judgment.  Briefly  we  have  believed  as  to  the  policy  of  con- 
centration or  scatteration  in  this  respect  —  we  have  believed  it 
was  better  for  our  interest  to  have  one  firm  as  our  advisors,  and 
to  give  to  them  most  of  the  business. 

Of  course,  we  have  no  quarel  with  anybody  who  had  some 
plans  better  than  our  own.  If  you  will  permit  me,  I  will  say 
that  on  the  bonds  and  stocks  which  we  have  sold  and  purchased 
through  them  we  have  cleared  about  $1,200,000;  on  the  syndi- 
cate operations  we  have  made  about  $650,000.  We  have  a  differ- 
ence in  market  values  on  the  things  we  now  have  on  hand,  of 
about  a  million  and  a  half,  so  that  there  is  between  three  and 
four  millions  to  the  good,  an  amount  which  we  could,  in  a  sense, 
put  a  match  to  and  burn  up  without  impairing  the  solvency  of  the 
company  in  any  sense,  or  the  security  of  the  insured.  They  have 
treated  us  well;  we  have  abundant  faith  in  their  ability,  and  for 
that  reason  we  have  stuck  to  them. 

During  the  last  few  months  the  house  parted,  some  of  the 
partners  going  one  way  and  some  another,  and  we  naturally  went 
with  Mr.  Bead,  as  he  had  been  the  man  in  the  old  house  with 
whom  most  of  our  transactions  had  been  made,  and  we  have 
bought  and  sold  to  them  during  the  last  five  or  six  months,  most 
of  the  purchases  and  sales  that  we  have  made  in  the  security  line. 

Q.  That  is  through  William  A.  Bead  &  Company?  A. 
Through  William  A.  Bead  &  Company. 

Q.  These  gains  that  you  have  mentioned  are  distributed  over 
how  long  a  period  ?    A.  I  think  over  the  last  ten  years. 
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Q.  And  apply  to  what  kind  of  transactions  ?    A.  I  don't  know. 

Q.  Well,  fifty  million  dollars?  A.  I  could  not  say;  it  would 
be  a  guess,  Mr.  Hughes.    If  I  knew  I  would  tell  you. 

Q.  Well,  your  total  purchase  of  securities  for  the  past  ten 
years  appear  to  have  amounted  to  seventy-three  millions  of  dol- 
lars and  something  over.  Would  it  be  correct  to  say  that  fifty 
million  dollars  of  those  have  been  bought  through  Vermilje  & 
Company  and  William  A.  Kead  &  Company?  A.  I  could  not 
say  that.  We  have  about  seventy-five  million  of  dollars  on  hand 
now,  I  think. 

Q.  Perhaps  I  have  taken  the  list  on  hand  now  instead  of  the 
other.  I  have  not  the  list  of  totals  of  those  you  have  bought  and 
sold,  which,  of  course,  would  be  a  very  much  larger  amount  be- 
cause you  now  have  on  hand  some  seventy-three  million  dollars  ? 
A.  Yes. 

Q.  But  of  those  now  on  hand  you  have  bought  some  fifty  mil- 
lion dollars  or  more  through  William  A.  Read  &  Company  and 
Vermilye  &  Company,  have  you  not  ?    A.  Through  the  two  houses  ? 

Q.  Yes.  A.  I  would  not  like  to  guess  at  it.  It  is  a  matter 
that  can  easily  be  added  up. 

Q.  Yes,  it  cau  be  easily  added  up.  The  volume  of  your  pur- 
chases in  the  ten  years  over  which  these  gains  are  distributed 
would  be  roughly  what  amount?    A.  I  could  not  say. 

Q.  Well,  it  would  amount  to  some  hundreds  of  millions  of  dol- 
lars, would  it  not  ?    A.  I  should  think  not. 

Q.  Well,  we  can  easily  find  that  out,  of  course,  by  adding 
them  together.  You  have  now  one  loan  outstanding  on  the  part 
of  your  company  to  William  A.  Eead,  which  was  made  on  March 
31st,  1905,  of  one  million  dollars  at  three  per  cent,  interest,  I 
believe  ?    A.  'No,  sir. 

Q.  That  is  the  original  amount  of  the  loan  and  it  has  been  re- 
duced to  three  hundred  and  fifty  thousand?  A.  Does  the  paper 
show  that  that  amount  is  now  running? 

Q.  The  information  that  I  have  shows  on  the  statement  fur- 
nished October  2d,  1905,  the  balance  of  $350,000.  It  may  have 
been  reduced  since  that  time.  A.  I  assume  that  to  be  correct. 
What  rate  of  interest  does  that  bear  ? 

Q.  Three  per  cent.,  it  is  stated,  and  it  appears  from  your  quar- 
terly loan  sheets  that  on  March  31st,  1905,  a  loan  was  made  to 
William  A.  Read  of  a  million  dollars  at  three  per  cent,  interest 
on  account  of  which  there  was  paid  on  June  Ist,  $400,000,  on  July 
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27th,  $50,000,  on  September  12th,  $50,000.  On  September  13th, 
$50,000  and  from  your  later  statement  it  would  appear  that  an- 
other hundred  thousand  dollars  was  paid  between  the  date  of  the 
first  statement  and  October  2nd,  leaving  a  balance  $350',000.  Are 
you  able  to  state  whether  that  loan  at  three  per  cent,  was,  accord- 
ing to  the  market  rate  for  call  loans?  A.  At  the  time  it  was  made, 
I  think  it  was. 

Q.  And  has  the  market' rate  for  money  remained  at  three  per 
cent,  from  March  ?    A.  It  has  not. 

Q.  Another  loan  appears  on  your  collateral  loan  sheet  to  the 
St.  Louis,  Rocky  Mountain  &  Pacific  Eailroad  Company  syndi- 
cate for  one  year  at  five  per  cent,  as  commission,  the  amount 
being  $428,571.20.  Is  the  Metropolitan  Life  Insurance  Company 
interested  in  that  syndicate  ?    A.  !tTo,  sir. 

Q.  Are  you  or  any  ofiicer  of  your  company  interested  in  that 
syndicate?    A.  No,  sir. 

Q.  What  is  the  security  for  that  loan  ?  A.  The  security  of  the 
bonds  of  the  road,  I  think,  at  65  and  the  obligation  of  the  indi- 
vidual syndicate  subscribers'. 

Q.  Do  you  know  whether  or  not  the  road  has  been  built?  A. 
ISTo,  sir,  the  road  has  not  been  built.  The  road  is  now  in  course  of 
construction,  I  believe.     That  is  a 

ME.  FISKE :  The  facts,  Mr.  Hughes,  are  stated  in  the  letter 
from  the  manager. 

(Producing  paper.) 

MK.  HUGHES :  I  will  read  an  extract  from  this,  if  you  pre- 
fer ? 

ME.  PISKE:    Certainly. 

ME.  HUOHES :  It  is  a  letter  from  Br  ay  ton  Ives,  president  of 
the  Metropolitan  Trust  Company  to  Haley  Eiske,  vice-president 
of  the  Metropolitan  Life  Insurance  Company,  under  date  of  Octo- 
ber 3d,  1905.  The  statement  in  it  relating  to  the  matter  of  this 
loan  is  as  follows: 

"The  participation  of  your  company  in  the  loan  of  $3,025,750 
referred  to  in  the  loan  agreement  is  one  million  dollars  of  which 
amount  you  have  thus  far  contributed  $571,428.35.  That  is  $428,- 
571.20,  first  payment  due  June  30th,  1905,  and  $142,857.15  sec- 


2078  Legislative  Insurance  Investigation. 

ond  payment  due  September  20th,  1905.  The  remainder  of  your 
participation  is  due  in  three  instalments  of  $142,857.15  each,  due 
on  December  20th,  1905,  March  20th,  1906,  and  June  20th,  1906. 
As  collateral  for  the  amount  thus  far  advanced  to  the  managers 
under  the  loan  agreement,  we  hold  in  addition  to  the  original 
syndicate  agreements  herein  before  mentioned,  temporary  cer- 
tificates for  $2,380,000  first  mortgage  five  per  cent,  gold  bonds 
of  the  St.  Louis,  Eocky  Mountain  &  Pacific  Company,  all  of  which 
papers  and  securities  are  held  for  the  benefit  of  all  the  participa- 
tors in  the  loan,  according  to  their  respective  interests." 

Q.  Do  you  know  whether  or  not  the  company  whose  bonds  are 
there  referred  to  is  now  earning  sufficient  money  to  pay  this 
interest  ?    A.  I  do  not. 

ME.  FISKE :  Mr.  Hughes,  did  you  notice  here  the  list  of  sub- 
scribers to  the  syndicate  on  whose  obligations  we  made  that  loan  ? 

ME.  HUGHES :  I  did  not  I  would  be  glad  to  put  it  in  if  you 
desire. 

ME.  FISKE:    Just'as  you  desire. 

ME.  HUGHES :  A  list  is  now  presented  to  me  of  a  large  num- 
ber of  persons  who  have  subscribed  for  some  four  million  six  hun- 
dred and  fifty-five  thousand  dollars  of  bonds  of  this  company, 
and  I  understand  Mr.  Eiske  to  state  that  they  have  signed  obli- 
gations for  this  loan. 

'> 

ME.  EISKE:    Or  the  managers. 

ME.  HUGHES :  Yes.  My  inquiry  was  directed  more  to  the 
collateral  than  the  primary  obligation. 

Q.  You  have  from  time  to  time  made  sales  of  certain  securities 
to  William  A.  Eead,  have  you  not — ^when  I  say  you,  I  mean  your 
company.    A.  Yes,  sir. 

Q.  I  find  in  your  record  of  sales  that  between  April  4th,  and 
May  12,  1905,  you  sold  to  William  A.  Eead,  Minnesota  Street 
Eailway  and  St.  Paul  City  5's,  at  107.     A.  Yes. 

Q.  About  five  hundred  thousand  dollars  par  valiie  the  sales 
being  as  follows : 
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April  4th $40,000  for  $42,800.00 

28,970.50 
29,985.00 
112,362.50 
107,000.00 
107,000.00 
107,000.00 


April  5th 27,000 

April  6th 28,000 

April  7th 105,000 

April  9th 100,000 

May  1st 100,000 

May  12th 100,000 


I  see  by  the  Comniercial  and  Financial  Chronicle,  of  the  issue 
of  April  8th,  1905,  that  first  5's  of  the  Minnesota  Street  Railway 
are  put  at  108  as  the  market  value  at  that  time.  Do  you  kno\v' 
whether  or  not  you  sold  to  these  to  Mr.  Read  somewhat  under 
the  market  ?     A.   I  did  not. 

MR.  LIlSrDABURY :  You  will  remember  it  was  explained  the 
first  day  we  were  here  that  there  is  an  error  in  the  heading  there. 
It  says  to  Veimilye  &  Company,  it  means  through,  at  least  as  a 
rule.  I  think  that  was  mentioned  the  first  day  we  were  here. 
It  is  erroneous  to  assume  those  were  to  Vermilye  &  Company 
It  means  it  was  through  them. 

MR.  HUGHES:  I  don't  know  whether  it  happened  to  be 
through  them  or  to  them.  Perhaps  Mr.  Hegeman  knows.  Of 
course,  the  fact  can  be  stated  whichever  it  is. 

THE  WITNESS :    In  this  case  I  do  not  know. 

MR.  HUGHES :  It  hardly  afFects  my  point,  however,  because 
whether  sold  through  them  or  not  in  view  of  the  relations  that 
have  been  stated,  it  would  have  been  supposed  that  the  market 
\alue  would  have  been  realized. 

MR.  LINDARURY:  True  enough,  but  I  think  it  might  cre- 
ate an  erroneous  impression. 

MR.  HUGHES:  If  it  would  appear  that  they  were  sold  to 
them  when  they  were  not  ? 

MR.  LIISTDABURY :   If  a  great  block  were  sold  to  them 

MR.  HUGHES :  Yes.  I  do  not  know  what  the  fact  is  except 
from  the  statement  which  says,  as  you  have  furnished  me,  sold 
to  them.     You  say  it  may  cover  to  them  as  well  as  through  them. 


2080  Legislative  Insurance  Investigation. 

WR.  riSKE:    It  does  cover  it. 

MR.  LINDABURY:  We  explained  that  the  first  day  we  were 
'here. 

Q.  But  there  were  sales  to  Vermilye  &  Company  or  to  Hr. 
Read  at  times,  were  there  ?     A.  To  or  through. 

Q.  To.  A.  They  were  the  only  ones  we  knew.  I  cannot  say 
that  they  bought  the  bonds. 

Q.  Were  they  selling  for  you  on  commission  which  you  paid 
or  did  you  sell  to  them  as  the  only  purchaser  you  knew  ?  A.  We 
sold  to  them  at  an  agreed  price. 

Q.  As  the  purchaser,  so  far  as  the  name  in  the  transaction  was 
concerned?     A.  I  should  say,  yes. 

Q.  Furthermore,  you  will  notice  that  on  May  1st,  one  hundred 
thousand  dollars  are  stated  to  have  been  sold  at  one  hundred 
and  seven  thousand  dollars  and  another  hundred  thousand  dollars 
May  12th. 

MR.  LIlSrDABURY:  If  you  vsdll  permit  me  to  say,  they  tell 
me  that  that  is  an  error  and  the  sales  were  for  the  most  part 
through  them,  and  they  received  a  commission  on  it.  Mr.  Hege- 
man  is  mistaken  about  it.     We  vsdll  let  you  know  about  it  later. 

THE  WITNESS:  What  date  is  that? 

MR.  HUGHES :   April  and  May,  1905. 

MR.  LIlSrDABURY:  That  is  not  with  regard  to  this  particular 
transaction,  Mr.  Hughes.     I  do  not  know  about  this. 

Q.  ITow,  I  am  calling  your  attention  to  one  hundred  thousand 
dollars  of  these  same  securities  sold  on  May  1st  at  107  and  May 
12th  at  107,  and  it  appears  from  the  Commercial  &  Financial 
Chronicle  of  May  13th,  that  the  quotation  for  the  week  was 
109%.  ISTow,  I  want  to  know  what  explanation  you  have  of  this 
apparent  sale  of  securities  to  or  through  William  A.  Read  & 
Company  at  somewhat  under  the  market  value?  A.  Well,  I 
should  not  rely  upon  the  quotation  in  the  Financial  Chronicle  as 
accurate.    This  is  a  security  not . 

Q.  Have  you  any  other  information?  A.  This  is  a  security 
not  actively  dealt  in,  held  I  think  in  a  few  hands  and  not  bought 
and  sold  daily  as  many  things  are  on  the  Exchange,  and  when  a 
quotation  gets  in  a  journal  like  that,  it  is  apt  to  stand  until  some 
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transaction  is  known  which  would  alter  it.     Something  might 
occur  which  might  alter  it,  you  know. 

MR.  LINDABUEY:  Let  me  sajj  because  that  was  made  up' 
during  Mr.  Hegeman's  absence  in  Japan,  and  I  had  something  to' 
do  with  it,  that  is  the  day  wheii  the  company  received  Vei'milye 
&  Company's  check  on  the  sale,  and  the  clerks  made  it  up  in  that 
way,  and  it  does  not  follow  it  was  the  day  of  the  sale.  I  only 
mention  it 

ME.  HUGHES :  It  would  seem  of  course  that  the  day  would 
be  very  close  to  the  day  of  the  sale. 

ME.  LINDABUEY:    Yes. 

ME.  HUGHES :  For  I  do  not  suppose  you  gave  credit  on  such 
transactions.  ^ 

THE  WITNESS :    No. 

Q.  These  were  weekly  quotations,  and  I  have  noticed  that  the 
market  was  apparently  rising.  If  the  stock  was  not  actively  dealt 
in  and  the  Commercial  and  Financial  Chronicle  advises  you  of 
the  value  being  somewhat  in  excess  of  107,  why  should  the  in- 
surance company  part  with  them  at  107  ? 

ME.  LINDABUEY :  I  think  that  we  ought  to  have  a  day  or 
two  to  look  up  those  things.    You  could  hardly  expect 

ME.  HUGHES :  You  have  had  two  months,  and  this  is  fur- 
nished by  you. 

ME.  LESTDABUEY :  But  we'did  not  know  that  attention  was 
to  be  called  to  a  particular  transaction  like  that. 

ME.  HUGHES :  I  might  give  notice  now  that  attention  will  be 
given  to  every  item  that  appears  to  be  deserving  of  attention  in 
that  list. 

ME.  LINDABUEY:   If  you  will  tell  us  what  ones. 

ME.  HUGHES :  It  is  impossible  for  me  to  repeat  my  examina- 
tion by  first  advising  you  of  my  examination  in  advance  and  then 
66 
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asking  the  questions.  I  will  do  the  best  I  can,  but  no  surprise 
should  be  had,  and  if  any  information  can  be  given  I  should 
be  glad  to  put  it  on  the  record,  and  if  the  witness  knows  now,  it 
is  only  a  few  months  back  and  the  amount  is  considerable  —  about 
half  a  million  dollars ;  and  if  it  occurs  to  him  why  the  sale  should 
have  been  made  I  would  be  glad  to  have  him  explain  it. 

THE  WITInTESS:  I  think  it  is  quite  possible  a  transaction 
might  be  made  for  the  reasons  I  have  stated,  tliat  is  for  the  dif- 
ference between  that  amount  in  the  Chronicle  and  those  amounts 
we  accepted.  Have  you  any  cases  where  it  worked  the  other 
way,  where  we  sold  for  more  than  the  Chronicle  figures? 

Q.  "No,  I  have  not,  but  if  you  have  any  I  will  glad  to  have 
you  draw  my  attention  to  them?  A.  No,  I  have  not,  but  I  certi- 
fied some  little  while  ago  that  I  occasionally  had  been  in  the  habit 
of  comparing  purchases  and  sales  prices  with  those  of  the  other 
companies  and  what  I  found 

Q.  I  understand  from  the  testimony  already  introduced  that 
you  attend  to  this  business  on  the  part  of  your  company  and 
Mr.  Dutcher  who  was  fully  examined  in  regard  to  it  was  able  to 
give  hardly  any  information  because  of  your  absence,  and  that 
you  attended  to  this  matter  particularly  of  the  buying  and  selling 
of  securities.  I  am  only  asking  you  for  such  recollection  as  you 
have,  and  if  in  any  case,  on  looking  the  matter  up,  you  find 
that  you  can  correct  my  misapprehension,  I  should  be  glad  to 
put  the  statement  on  the  record.  But  now  calling  your  attention 
to  these  securities,  have  you  any  explanation  to  make  in  regard 
to  this  apparent  discrepancy  between  the  published  quotation 
and  the  price?    A.  I  have  not. 

Q.  I  find  here  a  sale  under  date  of  April  Tth,  1905,  to  or  through 
William  A.  Read  &  Company,  of  Cincinnati,  Indiana  and  Western 
Railway  4's,  $200,000  at  97^  and  I  find  in  the  Commercial  and 
Financial  Chronicle  of  April  18th,  1905,  the  weekly  record  given 
as  98  bid  and  98|  asked.  Have  you  any  explanation  of  that^ 
A.  I  have  no  explanation,  Mr.  Hughes,  except  the  fsame  one  I 
have  made  in  the  other  case,  and  that  would  apply  to  all  these 
:ases. 

ME.  FISKE :    What  are  those  bonds? 

MR.  HUGHES:     Cincinnati,  Indiana  &  Western  April  7th, 

i'J05. 
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THE  WITK^ESS :  We  believed  the  offer  made  to  us  was  a  fair 
offer  when  we  accepted  it. 

Q.  Did  you  make  any  effort  to  ascertain  whether  the  offers 
made  by  Mr.  Eead  were  such  as  you  should  accept?  A.  Yes,  I 
liave  at  tiines  compared  the  offers  made  with  the  quotations  in 
tliis  same  paper,  and  I  have  talked  with  my  finance  committee 
and  asked  them  whether  they  joined  in  the  recommendations  to 
sell  the  bonds  at  the  price  offered.  But  it  is  a  thing  that  works 
both  ways.  Sometimes  it  may  appear  to  be  against  us  and  some- 
times it  may  be  for  us. 

Q.  Of  course  when  you  entertain  competitive  offers  and  do  not 
deal  with  one  house,  you  are  in  less  daixger,  are  you  not?  A.  I 
would  not  say  that.  Now,  for  example,  during  the  last  weeik, 
Mr.  Hughes,  we  received  competitive  offers  from  several  houses 
on  certain  classes  of  securities,  that  is  on  three  same  securities, 
yes,  on  half  a  dozen,  three  of  them  were  fhe  same,  and  in  three 
cases  Mr.  Kead's  quotations  were  less  than  those  offered  by 
either  of  the  other  three  houses. 

Q.  I  find  under  date  of  May  18,  1905,  in  your  record  of  sales 
$200,000  sold  to  or  through  William  A.  Read  &  Company  of  the 
Minnesota,  St.  Paul  &  Sault  Ste.  Marie  4's,  the  selling  price  being 
at  par,  and  I  am  informed  that  the  bid  in  the  market  at  that 
time  was  lOlf.  Do  you  know  whether  that  is  so  or  not?  A. 
I  do  not. 

Q.  And  it  appears  that  having  sold  those  at  par  on  May  18th, 
1905,  you  buy  in  the  following  August,  August  18th,  the  same 
securities  at  a  slight  increase  in  the  price.  Why  should  you  have 
sold  them  at  all  and  then  buy  in  that  way,  or  why  should  you 
sell  apparently  under  the  market  bid?  A.  We  probably  sold 
them  because  be  believed  it  was  a  wise  thing  to  do  at  the  price 
we  were  offered.  We  evidently  bought  them  because  we  thought 
it  was  wise  to  take  them  back.  It  was  quite  possible  for  a  differ- 
ence in  price  to  exist  between  the  time  of  selling  and  buying. 

Q.  I  notice  your  statement  yesterday  that  when  you  make  u]i 
your  annual  statement  of  your  securities  and  affix  the  markcl 
value  you  send  it  down  to  Vermilye  &  Company,  or  did,  this  beinp. 
prior  to  the  dissolution  of  the  firm,  to  have  it  checked  off  ?  A.  No, 
to  have  the  market  values  filled  in. 

Q.  To  have  the  market  values  filled  in.  Did  it  ever  occur  to 
you  with  a  view  to  ascertaining  whether  those  bond  values  were 
filled  in  at  aihounts  over  the  published  quotation  to  show  an  appa- 
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rent  profit  on  purchases  of  securities  from  Vennilye  &  Company  ; 
A.  Let  me  understand  the  question. 

Q.  (Eepeated).  A.  Well,  I  have  compared  the  prices  whicli 
they  filled  on  our  schedule  "with  quoted  prices. 

Q.  Quoted  where  ?    A.  In  various  financial  papers. 

Q.  Including  the  Commercial  and  Financial  Chronicle  ?  A.  I 
would  not  say  that  positively.    Perhaps  yes  in  some  cases. 

Q.  I  find  that  in  your  statement  for  December  31st,  3  904 

A.  I  might  have  said  before  that,  Mr.  Hughes,  that  we  some 
years  ago  applied  to  the  Insurance  Department  of  ISTew  York  and 
asked  them  if  it  would  be  satisfactory  for  us  to  get  the  quota- 
tions from  Vermilye  &  Company  and  they  replied  that  it  v^as, 
and  thereupon  I  think  we  have  quite  invariably  relied  upon  them 
for  the  figures  and  have  always  believed  them  to  be  accurate. 

Q.  I  find  for  example  that  in  your  statement  of  December  Gist, 
1904,  you  put  in  Detroit  United  Kailway  consolidated  bonds, 
$500,000  par  value  at  96J,  and  I  find  in  the  Financial  and  Com- 
mercial Chronicle  January  Yth,  1905,  the  value  of  the  Detroit 
United  Eailway  consolidated  for  the  end  of  the  year  is  put  in  at 
bid  94  asked  95  ?  A.  And  yet  it  may  have  been  possible,  Mr. 
Hughes,  they  may  have  had  an  offer  just  at  that  very  time  at  that 
price;  in  other  words,  we  rely  upon  the  good  faith  and  accuracy 
of  their  statements  and  we  never  had  occasion  to  doubt  them.  But 
it  hardly  would  appear  to  be,  because  they  entered  96^  and  some 
paper  should  quote  94  that  that  was  fatal  to  their  judgment  and 
honor. 

Q.  The  quotation  was  94  bid  and  95  asked  ?  A.  I  say  at  that 
very  moment  they  may  have  had  an  offer  of  96^. 

Q.  But  you  of  course  don't  know  anything  about  that  ?  A.  No, 
I  do  not. 

Q.  But  it  appears  that  these  securities A.  "We  have  al- 
ways had  absolute  faith  in  their  integrity. 

Q.  But  it  appears  that  these  securities,  that  is,  $500,000  of 
Detroit  United  Railway  consolidated  had  been  purchased  by  you 
from  Yermilye  &  Company  on  December  22d,  nine  days  before, 
at  94.^  A.  Yes,  but  there  is  nothing  unusual  in  a  stock  going  up 
in  nine  days  two  points  and  a  half. 

Q.  But  the  trouble  is  that  whatever  indications  we  have  here 
of  value  is  that  it  had  not  gone  up  and  the  price  was  94  still?  A. 
Perhaps  you  have  the  wrong  indication. 
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Q.  Have  you  any  evidence  that  would  justify  that  suggestion? 
A .  I  have  not  at  the  moment. 

Q.  The  fact  that  appears  here  is  that  Vermilye  &  Company 
sold  on  December  22d  at  91  and  that  on  December  31st  they  p^^t 
the  value  in  your  statement  at  96^  and  the  bid  price  at  that  time 
was  94|-. 

• 

MK.  LIISTDABUEY:  I  don't  think  that'you  should  say  that 
the  latter  is  a  fact. 

ME.  HUGHES:  I  am  taking  it  from  the  Commercial  and 
Financial  Chronicle.  If  you  have  better  authority  of  course  I 
would  be  glad  to  get  it. 

THE  AVITl^ESS:  What  object  would  they  have  in  making  it 
96i? 

Q.  I  cannot  imagine  any  object  except  to  show  that  the  trans- 
actions were  profitable  ?  A.  If  they  had  put  it  in  at  94  they  would 
not  have  shown  they  were  unprofitable. 

Q.  ISTo,  but  putting  it  at  96%,  if  you  want  to  pursue  the  argu- 
ment, shows  they  were  profitable.  A.  It  really  made  no  difference 
to  the  company,  a  few  points  more  or  less  in  the  market  value  made 
no  difference  at  all. 

Q.  Perhaps  you  can  explain  how  it  should  be  done.  Was  it  at 
all  desirable  that  the  securities  bought  in  this  way  should  have 
appeared  to  be  worth  more  at  this  time  than  the  price  paid,  and 
that  your  transactions  were  profitable?  A.  It  was  not  necessary 
for  it  to  appear,  if  it  was  not  an  honest  statement. 

Q.  And  that  your  market  values  were  above  the  book  values? 
A.  Was  there  any  reason  why  that  should  appear  ? 

Q.  Yes.     A.  Not  the  least. 

Q.  ISTow,  it  would  appear  that  this  is  not  an  isolated  case.  There 
are  a  number  of  cases  for  example,  here  in  December  14th,  1904, 
a  purchase  from  Vermilye  &  Co.,  of  Minnesota  Street  Railway  and 
St.  Paul  City  Consolidated  Fives,  $250,000  par  value  for  $256,- 
250,  which  would  be  between  102  and  103,  and  those  are  put  in 
your  reports  of  December  31st,  1904,  as  worth  105,  although  the 
asked  price  from  the  Commercial  &  Financial  Chrdnicle  I  am  ad- 
vised is  stated  at  the  end  of  the  year  as  103.  Have  you  anything 
further  to  say  in  regard  to  that  ?  A.  What  were  the  quotations  ? 
A.  103  Risked,  purchased  withiji  about  two  weljs  g.t  between  J.02  m^ 
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103  and  scheduled  at  105?     A.  There  would  be  no  object,  Mr. 
Hughes,  in  giving  that  quotation  if  it  were  not  the  truth. 

Q.  Of  course  increase  in  your  market  values  goes  in  to  swell 
your  surplus,  doesn't  it,  as  you  figure  it  ?  A.  We  are  not  so  short 
of  surplus  that  we  need  that.  , 

Q.  I  know  you  are  not  short,  but  that  is  the  result  ?  A.  It  is 
not  the  object. 

Q.  Well,  whatever  that  may  be,  the  fact  is  that  is  the  result?  A. 
It  is  hardly  fair  to  confine  your  quotations  to  one  journal,  however 
excellent  that  paper  may  be  or  however  accurate  in  the  main.  It 
would  seem  to  be  more  proper  to  get  the  quotations  from  a  certain 
number  of  reputable  banking  houses,  and  if  we  had  had  the  time 
your  experts  have,  it  would  have  given  us  an  opportunity  to  make 
up  the  figures  the  other  way. 

Q.  It  has  been  sufiicient  for  me  to  ask  for  your  explanation,  to 
give  the  accepted  authority  in  the  city  for  that  time.  If  there  is 
any  explanation  that  can  be  gfven  or  if  the  quotation  is  wrong,  why, 
I  shall  be  very  glad  to  correct  it.  A.  We  used  our  best  judgment, 
and  relied  upon  the  integrity  of  those  gentlemen. 

Q.  Did  you  in  dealing  with  them  ever  get  quotations  from 
various  bankers  in  the  way  that  you  suggest  that  I  should  now 
do — did  you  in  dealing  with  those  securities  I  have  just  mentioned 
last  December  do  that  ?  A.  I  have  had  the  same  things  offered  to 
me  by  other  bankers. 

Q.  In  connection  with  these  sales  we  have  called  your  attention 
to?     A.  These  particular  ones? 

Q.  Yes.  A.  No,  I  could  not  say  that  I  have,  and  yet  I  might 
have ;  I  will  not  say  that  I  did  not. 

Q.  Do  you  recall  the  Western  Pacific  Railway  bond  syndicate  ? 
A.  I  do. 

Q.  What  was  the  participation  of  your  company,  the  Metro- 
politan in  that  syndicate  ?  A.  Have  you  the  papers  which  show 
our  participation  ? 

Q.  I  have  a  statement  referring  to  it.  What  do  you  make  it  to 
be  ?  A.  I  have  not  the  statement  here  before  me  shovnng  what  it 
is.     I  know  that  we  did  participate. 

Q.  Was  it  a  participation  of  three  million  ?     A.  I  think  it  was. 

Q.  ISTow,  do  you  know  what  the  Western  Pacific  Eailway 
Compauy  is  ?  A.  Well,  it  is  a  line  to  be  built  by  the  Gould  inter- 
est from  Salt  Lake  Oity  to  San  Francisco  carrying  their  lines  to 
the  Pacific  Coast. 
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Q.  Do  you  know  that  it  is  a  projected  road  not  yet  constructed? 
A.  I  do. 

Q.  Do  you  know  whether  it  has  yet  acquired  an  entrance  into 
San  Erancisco^     A.  I  believe  that  it  has. 

Q.  How  recently?     A.  I  don't  know. 

Q.  Do  you  know  whether  it  has  any  earnings?     A.  As  yet,  not. 

Q.  Do  you  know  whether  the  proposition  as  they  say  in  AYall 
Street  has  been  opposed?  A.  It  would  be  very  unnatural  if  it  had 
not  been. 

Q.  You  happen  to  know,  do  you  not,  that  that  is  the  one  which 
had  been  vigorously  opposed  by  other  railroad  interests?  A.  I  do 
not.  These  bonds  are  guaranteed,  I  assume  that  you  are  awave, 
by  a  traffic  contract. 

Q.  What  traffic  contract?  A.  Made  with  the  Denver  &:■  Eio 
Grande  and  the  Kio  Grande  &  "Western. 

Q.  When  is  that  traffic  contract  to  go  into  operation?  A.  I 
think  they  guarantee  the  interest  from  now  on. 

Q.  Do  you  know  whether  they  do  or  not?  A.  That  is  my  im- 
pression. 

Q.  Do  you  know  whether  it  is  an  absolute  guarantee  ?  A.  I  am 
quite  sure  that  the  interest  on  all  of  these  bonds  during  the  con- 
struction of  this  road  is  deposited  in  trust  by  those  two  roads. 

Q.  Have  you  as  a  basis  for  that  assurance  some  knowledge  which 
led  you  t^  go  into  this  operation  or  is  that  a  mere  impression? 
A.  'No,  those  are  facts  of  which  we  were  informed. 

Q.  By  whom?     A.  By  William  A.  Bead  &  Company. 

Q.  Who  are  the  syndicate  managers?  A.  ISTot  entirely — is  not 
there  some  one  with  them? 

Q.  I  say,  who  are  the  syndicate  managers?  A.  I  don't  know. 
Have  you  a  list  there;  I  have  not  a  list  of  syndicates. 

Q.  I  have  not  a  list  here  of  syndicate  managers.  I  inferred  it 
was  William  A.  Bead. 

Mil.  FISKE:  Blair  &  Company,  William  Solomon  &  Company 
and  William  A.  Bead  &  Company. 

Q.  ISTow,  what  was  this  syndicate's  price?  A.  It  is  stated  on 
your  schedule,  is  it  not? 

Q.  ISTo,  it  is  not.     A.  I  have  not  got  it  before  me. 
Q.  Was  it  921/2?     A.  Yes,  sir. 

ME.  LINDABURY:  921/2  and  interest. 
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or 


Q.  Did  the  Metropolitan  Life  pay  an  additional  %  per  cent., 

93  for  tlie  privilege  of  withdrawing  the  bonds?  A.  If  the  syn- 
dicate agreement  so  provided,  which  I  am  not  able  to  testify  to 
from  memory. 

Q.  Well,  the  syndicate  agreement  did  not  provide  that  you  were 
required  to  withdraw  your  bonds?     A.  I  don't  know  that. 

Q.  Haven't  you  any  recollection  about  tiiat?     A.  No,  sir. 

Q.  Do  you  know  whether  all  the  members  of  the  syndicate  have 
withdrawn  bonds?     A.  I  don't  know. 

Q.  Don't  you  know  that  as  a  matter  of  fact  yon  availed  your- 
self of  an  option  to  withdraw  them  and  paid  93  for  the  bonds  on 
the  withdrawal?  A.  As  I  now  recall  it,  I  believe  we  did — 92i/^ 
and  %  per  cent,  expenses  to  the  syndicate  managers. 

Q.  Why  did  you  pay  93  for  an  option  to  withdraw  those  bonds 
upon  a  railroad  property  or  upon  a  railroad  not  yet 
constructed,  and  having  no  earnings?  A.  No  obligation,  except 
we  agreed  to  do  it  when  we  entered  into  the  syndicate  that  if 
we  did  withdraw  we  should  pay  the  syndicate  managers'  ex- 
penses. 

Q.  Why  didn't  you  allow  the  bonds  to  be  sold  in  the  market 
and  take  your  profit  without  investing  three  millions  in  par  value 
in  those  securities?  A.  Because  we  thought  that  the  investment 
at  that  price  would  turn  out  more  profitably. 

Q.  Did  you  have  any  data  for  that,  except  estimates  on  the 
earnings  of  the  road  not  yet  built?  A.  I  think  not  —  and  the 
guarantees  of  which  I  have  spoken. 

Q.  I  would  be  glad  to  have  a  copy  of  that  guarantee  furnished 
that  we  may  see  just  what  the  terms  of  it  are.  Are  you  per- 
sonally interested  in  that  syndicate?    A.  Not  in  the  least. 

Q.  Any  officer  of  your  company?    A.  Not  in  the  least,  no. 

Q.  Have  you  been  at  any  time?  A.  I  have  not.  The  appli- 
cations for  participation  in  that  syndicate  I  believe  ran  up  to 
one  hundred  and  twenty-five  million  dollars. 

Q.  Let  me  run  over  this  list  of  syndicates — have  you  a  copy 
of  the  one  furnished  by  the  company? 

MR.  LINDABURY:  Mr.  Hughes,  you  remember  some  atten- 
tion was  called  to  some  errors  in  that  and  we  have  made  a  cor- 
rocted  one  for  you.  You  may  take  this  but  I  will  substitute 
one. 

.MR.   HUGHES:  I  yyil]  mark  thjs   sheet  now  presented   for 
identification. 
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ME.  LUSTDABURY:  No,  mark  this  one.  I  have  got  the  rib- 
bon copy. 

(Sheet  marked  Exhibit  ISTo.  349  for  identification). 

MR.  HUGHES:  Now,  I  am  furnished  with  a  more  detailed 
syndicate  schedule,  giving  all  particulars,  I  am  advised  with 
regard  to  the  syndicate  participations  of  the  Metropolitan  Ljfe 
Insurance  Company,  ^^-hich  I  will  mark  for  identification. 

(Paper  marked  Exhibit  No.  350  for  identification.) 

Q.  I  find  here  under  date  of  August  2d,  1905,  the  Minnesota, 
St.  Paul  and  Sault  Ste.  Marie  first  consolidated  mortgage  bonds 
syndicate,  William  A.  Eead  &  Company,  managers,  participation 
$500,000,  price  99  and  interest,  withdrawal  $500,000  at  99  and 
interest;  purchases  $500,000  at  100%  and  interest.  Were  you 
interested  in  that  syndicate?    A.  No,  sir. 

Q.  Will  you  kindly  take,  to  save  time,  the  list  that  has  been 
furnished  here.  Exhibit  No.  349  for  identification,  and  tell  me 
in  which,  if  any,  of  the  syndicates  you  were  personally  interested? 
A.  I  cannot. 

Q.  Why  not?  A.  I  have  not  it  in  my  memory,  but  I  can 
ascertain  it.  Did  you  make  any  inquiry,  Mr.  Hughes,  about  that 
August  2d,  1906,  syndicate? 

Q.  Yes.     A.  What  did  you  ask? 

Q.  I  asked  if  you  were  interested  in  it.  A.  That  was  the  only 
inquiry  you  made? 

Q.  Yes.    A.  I  told  you  I  was  not. 

•Q.  Is  there  something  else  you  would  like  to  say  about  it? 
A.  No,  did  not  know  but  that  you  were  asking  some  particulars 
about  it,  why  it  was  done  in  the  way  that  it  Vas. 

Q.  Now,  take  these  syndicates  as  mentioned  in  the  detail 
sheets  you  have  before  you,  the  long  sheets  numbered  34  to  39, 
inclusive,  which  appear  to  be  syndicate  participations  in  1905, 
in  all  of  which  William  A.  Eead  &  Company  are  either  syndicate 
managers,  or  part  of  the  syndicate  managers,  and  tell  me  whether 
you  have  been  interested  in  any  of  them.  A.  I  cannot  answer 
for  the  same  reason,  but  if  those  were  syndicates  of  this  year, 
1905,  I  can  say  that  I  was  in  none  of  them. 

Q.  They  appear  to  be  of  this  year.  A.  Yes,  I  have  been  in 
no  syndicates  since  1904, 
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Q.  "Were  you  in  syndicates  in  tie  year  1904?  A.  I  think  I 
was  in  two  or  three. 

Q.  Take  the  Cuba  Bond  Syndicate,  were  you  in  that  ?  A.  I 
was  not,  from  memory. 

Q.  The  People's  Gaslight  Syndicate  Company?  A.  I  cannot 
say. 

Q.  The  "Wabash  &  Pittsburg  Terminal  Syndicate?  A.  Same 
j.nswer. 

Q.  The  Minnesota,  St.  Paul  &  Sault  Ste.  Marie  Consolidated 
Bonds?  A.  I  cannot  say  as  to  that.  I  can  say  in  general,  Mr. 
Hughes,  that  I  have  been  in  about  two  dozen  syndicates  within 
ten  years  and  I  have  profited  to  the  extent  of  forty-five  thousand 
dollars  or  forty-eight  thousand  dollars  during  that  time.  The 
names  of  those  syndicates  I  cannot  now  recall. 

ME..  HUGHES:  "Without  taking  time,  then,  to  search  your 
memory  for  mere  general  recollections  at  the  moment,  if  you 
will  furnish  as  the  other  officers  of  the  company  examined  have 
furnished,  a  statement  of  your  individual  participations,  I  will 
be  glad  to  have  that. 

THE  WITNESS:  Yes. 

ME.  HUGHES:  Covering  the  cases  in  which  the  Metropolitan 
Life  Insurance  Company  was  itself  a  participant,  in  the  syndicate 
and  also  the  cases  in  which  it  was  not  a  participant,  but  pur- 
chased bonds  from  the  syndicate  managers. 

ME.  LINDABUEY:  "We  will  have  that  prepared,  Mr.  Hughes. 

Q.  Does  the  Metropolitan  Life  Insurance  Company  hold  any 
bonds  of  the  Eandolph,  Macon  Coal  Company?    A.  It  does. 

Q.  To  what  extent?  A.  To  the  extent,  I  think,  of  a  million 
dollars. 

Q.  "When  was  the  investment  made — to  assist  your  memory, 
was  it  bought  on  February  2d,  1905?  A.  I  should  think  then, 
or  thereabouts. 

Q.  At  95?     A.  At  95. 

Q.  "Was  William  A.  Eead  one  of  the  sellers?  A.  We  bought 
them  through  him. 

Q.  Do  you  know  who  the  sellers  were?     A.  I  do  not. 

Q.  Is  that  a  projected  enterprise?  A.  That  is  a  working  con- 
corn. 
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Q.  What  are  its  earnings?  A.  I  don't  know,  but  enough  to 
pay  its  fixed  charges,  I  heKeve,  and  make  a  surplus. 

Q.  Is  it  a  consolidation  for  the  purpose  of  developing  certain 
properties?  A.  I  believe  it  is.  They  are  the  owners,  as  I  re- 
member, of  some  forty-seven  thousand  acres  of  coal  land  in 
Randolph,  Howard  and  Macon  Counties  in  Missouri,  embracing 
some  two  hundred  million  tons,  I  think,  of  bituminous  coal. 
They  are  producing  about  a  million  and  a  quarter  tons  a  year, 
if  I  remember  right;  in  1906,  I  think  they  estimate  they  will  pro- 
duce at  least  two  millions  of  tons.  Out  of  $1,800,000,  I  think 
we  own  a  million;  and  we  receive  with  those  bonds  one  hundred 
thousand  dollars  of  stock  as  a  bonus. 

Q.  I  am  coming  to  that.  The  estimated  earnings  for  1905 
were  how  much?  A.  I  don't  know,  l^ow,  we  may  have  the 
record  at  the  office.  I  assume  that  we  have.  That  was  a  matter 
passed  upon  by  the  full  Finance  Committee  after  a  very  careful 
examination  into  the  merits  of  the  company. 

Q.  It  is  an  investment  the  propriety  of  which  will  be  deter- 
mined by  the  success  of  the  contemiplated  operations?  A.  Well, 
the  Finance  Committee  did  not  think  there  was  any  doubt  about 
it  when  they  took  it. 

Q.  Leaving  their  belief  out  of  the  question  for  a  moment  in 
order  to  ascertain  the  grounds  of  it,  I  want  to  ask  whether  the 
confidence  in  the  investment  is  not  based  upon  the  estimate  of 

future    earnings — that    is    whether A.  I    should   not    say 

whether  or  not;  it  is  based  upon  what  it  has  done  in  the  past 
and  likely  to  do  in  the  future. 

Q.  You  would  not  have  made  an  investigation  on  what  is  done 
in  the  past  ?  A.  iN'ot  entirely,  it  is  evidence  of  what  it  will  be 
in  the  future. 

Q.  In  other  words  it  is  not  an  investment  in  an  established 
property  without  regard  to  future  developments  and  prospective 
returns  from  new  operations?  A.  I  would  not  say  it  is  not  an 
established  property. 

Q.  In  part  established  and  in  part  not  ?  A.  ISTot  as  much  es- 
tablished as  it  will  be  later  on  when  it  comes  to  be  sure. 

Q.  And  those  bonds  were  floated  upon-  the  estimates  which 
were  made  of  the  results  from  undeveloped  property?  A.  Par- 
tially so,  that  and  what  it  had  already  produced. 

Q.  Were  you  in  the  AUis-Chalmers  syndicate?  A.  Individ- 
ually ? 
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Q.  Yes.    A.  Much  to  my  regret  I  was. 

Q.  How  did  that  result  ?     A.  It  resulted  in  a  heavy  loss. 

Q.  My  eye  did  not  catch  that  among  the  list.  I  should  with- 
draw that  last  statement,  for  now  on  a  substitution  of  papers  my 
eye  does  catch  the  particular  syndicate  referred  to,  to-wit:  the 
AUis-Chalmers  syndicate,  the  participation  of  the  Metropolitan 
Life  Insurance  Company  was  $500,000.  What  was  your  partici- 
pation ?     A.  I  don't  know. 

Q.  ITow,  I  note  in  your  statement  of  results  in  the  syndicate 
schedule  of  your  company  there  is  stated  opposite  that  item  a 
loss  of  $7,232.97.  There  is  also  under  the  head  of  remarks  ref- 
erence to  certain  preferred  stock  and  certain  common  stock.  I  find 
from  your  report  to  the  department  in  this  State  on  December  31, 
1904,  the  book  value,  AUis-Chalmers  Company,  evidently  referring 
to  preferred  stock  $596,122  and  the  market  value  of  $402,063; 
and  also  AUis-Chalmers  Company,  apparently  common  stock,  book 
value  $66,425,  market  value  $45,169,  showing  a  total  loss  of 
$215,315  on  those  securities.  Now,  how  do  you  figure  this  loss 
of  $7,232.97  in  the  syndicate  schedule  ?  A.  Because  what  the 
syndicate  turned  in  to  us  in  ISTovember,  1903,  was  $87,700  of  our 
preferred  stock,  and  $265,700  of  common  stock,  which  is  entered 
in  our  ledger  as  of  the  value  at  that  time,  that  is  at  86  for  the 
first  and  25  for  the  common,  and  it  will  stand  at  that  value  in 
the  ledger  as  the  ledger  or  book  value  until  finally  sold,  because 
that  is  the  only  time  when  we  can  tell  what  the  loss  or  profit 
would  be,  but  putting  them  in  that  this  price  was  to  us  at  that  time 
a  loss  of  $7,232.97.  Now,  we  may  come  out  of  that  with  a  profit ; 
we  may  come  oi^t  of  it  with  a  loss,  biit  it  will  be  only  one  time  we 
can  determine  that,  and  that  is  when  we  have  parted  with  the 
securities. 

Q.  Pardon  me.  Your  statement  of  December  31,  1904,  shows 
your  preferred  stock  at  a  book  value  of  $596,122  and  your  market 
value  $402,063.  Taking  the  statement  of  the  common  stock  as 
given  to  the  department  it  would  appear  that  according  to  the  mar- 
ket values  which  you  gave  at  that  time  the  loss  was  $215,000  as 
I  have  stated  ? 

ME.  LIlSrDABUEY:  It  would  not  be  on  the  syndicate  opera- 
tions. 

Q.  Now,  isn't  it  a  fact  that  you  in  making  these  statements  of 
profits  and  losses  in  your  syndicate  schedule,  did  not  take  into 
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ceil -i deration  the  results  of  the  securities  "which  you  acquired 
t]'  rough  the  syndicate  transactions,  but  merely  the  debit  or  credit 
balances  on  your  account  with  the  syndicate  managers  ? 

]Vm.  LIKD-ABTJKT:  That  is  true.  There  is  hundreds  and 
thousands  of  profits  on  the  sales,  nothing  of  which  appears  OJi 
this  account. 

MR.  HUGHES :   And  there  are  losses. 

ME,.  LIKDABTJKY:  'No;  there  are  several  thousand  doUais 
to  our  credit  if  we  take  credit  for  these  things  in  the  syndi- 
cate transactions? 

MR.  HUGHES :  In  the  aggregate.  But  there  were  individual 
cases  of  profits  and  individual  cases  of  losses. 

MR.  LUSTDABUEY :  They  are  almost  all  profits ;  there  is  only 
very  few  as  to  any  loss. 

]\IR.  HUGHES :  I  have  made  the  statement  as  to  profits,  and 
I  want  the  whole  statement.  I  will  take  that,  and  I  also  want 
the  other  fact  that  there  were  losses. 

MR.  LIITDABUEY:  Oh,  sure,  but  wonderfully  few,  sv.r- 
prisiiigly  so. 

MR.  HUGHES:  I  am  glad  of  that,  but  here  is  one;  v.e  take 
the  syndicate  schedule,  we  do  not  take  the  statement  which  pur- 
ports to  show  the  state  of  the  securities,  but  only  the  result  of 
the  syndicate  contribution. 

ME.  LINDABURY :  I  can  tell  you  what  it  is. 

ME.  HUGHES:  If  you  want  to  make  up  a  statement  of  it 
and  present  it  I  will  be  glad  to  have  you  do  so. 

MR.  LINDABUEY:  I  have  it  somewhere  here. 

Q.  I  omitted  to  ask  you  in  regard  to  that  Eandolpli,  Macon, 
with  reference  to  the  stock  you  mentioned.  I  think  you  said 
there  was  some  bonus  stock  there  J  A.  One  hundred  thousand 
dollars. 
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Q.  A  hundred  thousand  dollars  of  that  stock.  Was  that  a 
bonus  or  was  anything  paid  for  it  specially?     A.  That  v/as  a 

bonus. 

MR.  LIJSTDABUEY:  Mr.  Hughes,  I  will  call  your  attention 
to  the  fact  that  so  far  as  syndicate  securities  are  sold  the  selling 
price  is  given? 

ME.  HUGHES  :  When  they  are  not  closed  out. 

ME.  LINDABUEY:  We  have  not  anything  on  this  paper 
that  shows. 

THE  WITNESS :  About  that  one  hundred  thousand  doUai's 
you  were  asking  about? 

Q.  Yes,  you  have  answered  that  there  was  such  an  amount;.  A. 
A  bonus. 

Q.  It  is  held  by  the  company  ?    A-    Y'es. 

Q.  Did  any  officer  of  the  company  or  yourself  receive  any 
stock  in  the  transaction  ?    A.  Not  at  all,  not  a  dollar. 

Q.  Have  you  or  any  officer  of  your  company  received  tmy 
stock  from  any  source  in  connection  with  any  of  the  participa- 
tions in  these  syndicates  ?    A.  Never. 

Q.  What  led  you  to  invest  in  this  AUis-Chalmers  Company? 
A.  Because  we  thought  it  one  of  the  wisest  investments  we  could 
put  the  money  into. 

Q.  Who  brought  it  out?     A.  Who  brought  it  out? 

Q.  Yes.-  That  is  the  proposition  —  was  it  Vermilye  &  Com- 
pany? A.  I  don't  know  whether  it  was  the  Central  Trust  Com- 
pany or  Vermilye  &  Company  or  the  two  together. 

Q.  It  appears  according  to  your  schedule  it  was  Yermilye  & 
Company?  A.  Very  well,  we  will  accept  it  at  that.  Up  to  the 
tune  that  company  was  formed  of  various  constituent  companies 
had  for  the  three  years  previous,  I  think,  to  work  two  shifts,  a 
day  and  night,  never  stopped  their  work,  and  they  had  rejected 
more  orders  than  they  had  accepted  and  with  that  record  before 
them,  with  the  other  facts,  our  Finance  Committee  thought  it 
was  a  wise  thing  to  invest  in. 

Q.  It  Avas  a  case  of  a  combination  of  plants  and  an  issue  of 
securities  against  the  estimated  value  of  the  whole   and  their 
Mipposed  earning  capacity   operated  in  combination?     A.  Yes 
based  of  course  upon  their  past  history. 
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Q.  Based  on  their  past  history  as  individual  units?     A.  Yes. 

Q.  And  according  to  the  best  estimates  you  can  obtain  yon  and 
the  members  of  your  finance  committee  believed  that  through  the 
combination  gains  would  be  realized  and  that  the  investment  in 
the  stocks  of  the  consolidated  enterprise  or  bonds  of  the  consoli- 
dated enterprise  would  be  a  profitable  investment  ?  A.  Absolutelj'. 

Q.  But  it  is  a  striking  illustration  of  the  danger  of  relying 
upon  estimates  even  with  regard  to  properties  which  are  estab- 
lished when  you  go  into  a  new  flotation  of  securities  based  upon 
the  prospective  of  the  combination?  A.  It  is  a  striking  illus- 
tration when  it  works  that  way. 

Q.  It  is  a  striking  illustration  that  sometimes  they  do  work 
that  way.  A.  Yes,  but  it  does  not  follow  that  it  always  works 
that  way. 

Q.  ISTot  at  all,  but  it  does  follow  that  insurance  companies 
should  be  very  guarded  in  investing  in  that  class  of  securities? 
A.  We  have  always  sought  to  be. 

Q.  And  with  the  best  efforts  that  you  have  made  and  your 
finance  committee  made  in  regard  to  such  a  matter  you  find  that 
it  is  impossible  to  avoid  a  loss  at  times?  A.  It  is  impossible  to 
be  infallible. 

Q.  And  so  it  is  better  to  deal  with  those  things  that  are  estab- 
lished and  not  at  all  left  to  prospective  earnings  through  con- 
solidations and  flotations  of  combined  securities?  A.  It  is  a 
matter  of  judgment. 

Q.  Now,  do  you  know  the  Worcester  Railway  &  Investment 
Company?    A.  I  know  that  company. 

Q.  Were  you  in  that  syndicate?     A.  No,  sir,  I  think  not. 

Q.  I  notice  that  the  syndicate  managers  were  the  Old  Colony 
Trust  C'ompany  and  Vermilye  &  Company  and  that  the  partici- 
pation of  the  Metropolitan  Life  Insurance  Co.  was  $500,000. 
Now,  you  state  in  the  syndicate  schedule  that  that  transaction 
fahowed  a  proflt  of  $38,219.75,  with  the  remark  that  this  profit 
resulted  from  the  high  withdrawal  price.  Is  is  a  fact  that  the 
investment  in  the  securities  of  the  Worcester  Railway  property 
syndicate  resulted  in  a  loss  to  that  Company?     A.  Well,  if  we 

had  sold  them  out I  don't  know  whether  they  have  been 

sold  since  the  31st  of  December,  1904  —  if  we  had  sold  them  then 
it  would  have  resulted  in  a  loss. 

Q.  In  other  words,  taking  the  valuation  of  the  securities 
obtained  by  your  Company  through  that  syndicate  as  stated  in 
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your  report  to  the  department  on  December  31,  1904,  tliere 
would  have  been  a  loss  of  about  $96,000,  and  if,  against  that 
you  credit  the  profit  of  $38,000  in  the  syndicate's  operationB, 
there  would  be  practically  a  loss  of  about  $58,000.  A.  Some- 
thing like  that.    "We  don't  always  strike  it,  Mr.  Hughes. 

Q.  That  was  a  case  of  consolidation,  was  it?  A.  Without 
looking  up  the  records  I  would  not  say.  I  would  not  trust  those 
things  to  memory. 

Q.  It  was  the  case  of  the  formation  of  an  investmeni;  com- 
pany whose  bonds  and  stocks  were  issued  against  the  securities  of 
the  companies  that  went  into  the  combination  ?  A.  It  may  have 
been.    If  I  was  at  the  office  I  could  tell  you  accurately. 

Q.  You  remember  enough  about  it  to  know  it  was  one  of  those 
cases  where  the  investment  was  based  upon  the  estimated  earn- 
ings of  a  consolidated  company?  A.  I  assume  that  that  element 
entered  somewhat  into  the  calculation. 

Q.  Were  any  of  the  officers  of  your  Company  interested  in 
that  syndicate  ?     A.  Not  to  my  knowledge. 

Q.  Are  you  a  shareholder  in  the  Metropolitan  Bank  ?    A.  I  am. 

Q.  To  what  extent  ?  A.  I  have  500  shares  which  I  took  with 
the  idea  of  selling  down  to  two  hundred  or  one  hundred  if  any 
strong  interest  came  along  who  would  add  deposits'  and  profits 
to  the  institution. 

Q.  Will  you  state  the  circumstances  which  led  to  the  oi^anizar 
tion  of  the  bank?  A.  We  were  very  wishful  to  have  a  bank  on 
that  corner,  feeling  confident  that  a  very  profitable  business  could 
be  done  on  that  side  of  the  street. 

Q.  You  refer  now  to A.  To  Fourth  Avenue  and  23d 

Street  in  our  new  building.  There  is  no  bank  for  some  distance 
either  way,  north  and  south,  east  and  west.  One  of  the  Wall 
Street  institutions  had  designed  to  go  up  there  and  we  had  fixed 
■ —  we  had  the  office  fixed  up  in  that  view.  The  managers  of  that 
institution  afterwards  determined  to  stay  down  town';  We  had 
given  out  in  the  meantime  that  a  bank  was  to  go  there  and  wc 
felt  some  responsibility  for  it.  We  thereupon  organized  a  Metros 
politan  Bank,  first  because  we  thought  it  was  a  wise  thing  to 
do  and  principally  our  banking  interests  are  growing  larger  and 
larger  year  by  year  and  we  thought  we  ought  to  have  them  so  ■ 
managed  as  that  the  profits  thereby  should  to  some  material  ex- 
tent go  to  the  Metropolitan  Life  Insurance  Company.  We  there- 
upon organized  that  bank  with   a  million  dollars   capital   and 
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$225,000  or  $250,000  of  subscribed  surplus.  It  has  been  going 
five  or  six  montlis  and  has  made  about  one  per  cent,  per  month. 
We  interested  in  it  a  number  of  the  heads  of  our  departments 
and  clerks,  for  two  reasons,  first  as  a  kindness  to  them,  and  second 
that  they  might  be  helpful  to  the  bank  which  they  have  been  — 
they  have  brought  in  quite  a  large  number  of  accounts.  The 
bank  bears  all  the  outward  and  visible  indications  of  prosperity. 
We  thought  it  was  a  wise  thing  to  do.  We  think  so  yet.  Ulti- 
mately it  will  be  the  active  account  of  the  Company,  whieh  h 
a  very  large  one,  as  we  have  to  handle  both  ways  many  hundreds 
of  thousands  of  checks  running  sometimes  up  to  three  or  four 
thousand  a  day,  and  it  is  a  most  convenient  location  for  us. 

Q.  The  Maiden  Lane  National  Bank  surrendered  its  charter 
prior  to  the  formation  of  the  Metropolitan?  .A.  Yes;  we  made 
the  Metropolitan  out  of  the  Maiden  Lane. 

Q.  What  were  the  interests  of  the  ofiicers  of  the  Metropolitan 
Life  in  the  Maiden  Lane  prior  to  that  conversion?  A.  None 
whatever. 

Q.  Then  the  ofiicers  you  have  refered  to  of  the  Metropolitan 
Insurance  Company  took  stock  de  novo  in  the  Metropolitan  Bank  ? 
A.  Yes. 

Q.  And  what  amount  is  held  by  the  executive  officers  of  the 
Metropolitan  Life  Insurance  Company  ?  A.  Besides  myself  I  think 
Mr.  Fiske  holds  two  hundred  shares,  and  the  other  officers  may 
hold  between  them  all  —  I  don't  know  whether. they  hold  a  hun- 
dred shares  —  Mr.  Hughes  —  a  very  small  amount. 
•Q.  What  is  the  capital  of  the  bank?    A.  A  million  dollars. 

Q.  Are  you  interested  in  the  National  Shoe  &  Leather  Bank? 
A.  Individually? 

Q.  Yes.  A.  I  .have  held  for  about  twenty  years  one  hundred 
or  a  htmdred  and  twenty-five  shares. 

Q.  Are  other  officers  of  your  company  interested  in  the  bank? 
A.  Mr.  Fiske  to  a  very  slight  extent. 

MR.  nSKE:    Ten  shares. 

THE  WITNESS:*  Ten  shares  to  qulify  him  as  s  direr,tor. 

Q.  Was  there  a  syndicate  formed  in  1902  to  obtain  control  of 
that  bank?    A.  I  think  there  was. 

Q.  Were  you  a  member  of  that  syndicate?    A.  I  was  not. 
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Q.  "Were  any  of  the  officers  of  your  company  members  of  that 
syndicate?    A.  I  believe  Mr.  Fiske  was. 

MR.  FISKE:    No,  I  was  not;  nobody  was. 

Q.  Who  were  on  the  committe  making  the  offer  for  the  pur- 
chase of  the  stock  of  the  National  Shoe  &  Leather  Bank  —  was 
Mr.  Fiske  one  of  the  committee? 

MR  FISKE:    I  think  I  was. 

Q.  And  did  he  represent  in  that  himself  individually  or  the 
Metropolitan  Life  Insurance  Company?     A.  Probably  both. 

MR.  FISKE :  I  was  not  in  the  Shoe  &  Leather  Bank.  I  could 
not  represent  myself.    I  only  had  ten  shares  in  that  bank. 

MR.  HUGHES:    That  is  what  I  want  to  get  at. 

MR.  FISKE:    Of  course  I  represented  the  Metropolitan  Life. 

BY  MR.  HUGHES: 

Q.  What  was  the  object  of  the  Metropolitan  Life?  Was  it 
endeavoring  to  acquire  an  interest  in  the  shares  of  the  National 
Shoe  &  Leather  Bank?    A.  When? 

Q.  In  1902  at  the  time  of  the  formation  of  this  syndicate? 
A.  I  think  they  then  owned  some  interest. 

Q.  To  what  extent?  A.  I  don't  know  (to  Mr.  Fiske).  Did 
it. 

MR.  FISKE:    Yes. 

Q.  What  does  it  own  now?  A.  It  owns  now  some  1800  shares 
—  about  1800  shares  of  Shoe  &  Leather  Bank — no;  we  own 
6,327  shares. 

Q.  Out  of  what  total?  A.  Out  of  a  million  dollars,  out  of 
10,000  shares. 

Q.  So  that  you  own  a  majority  of  that  stock?  A.  We  own  a 
maj6rity.  • 

Q.  What  is  the  interest'  of  the  Metropolitan  Life  Insurance 
Company  in  the  Metroiwlitan  Bank?    A.  About  40  per  cent. 

Q.  What  dividends  aie  paid  by  the  Metropolitan  Bank?  A. 
It  is  only  four  or  five  or  six  months  old. 

Q,  Has  it  declared  any  dividend?    A,  It  has  not, 
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Q.  What  dividends  are  paid  by  the  National  Shoe  &  Leather 
Bank?  A.  The  National  Shoe  &  Leather  Bank  is  accumulating 
its  surplus.    It  is  paying  none  now. 

Q.  Are  you  individually  interested  in  the  International  Bank- 
ing Corporation?  A.  I  have  owned  100  shares  since  it  was  organ- 
ized.   Have  you  the  date  when  it  was  organized? 

Q.  I  think  I  can  put  my  hand  on  it.  A.  Whenever  it  was.  Away 
back.    I  was  an  original  subscriber. 

Q.  Were  other  officers  of  the  Metropolitan  Insurance  Company 
interested  in  that  ?    A.  I  believe  they  are  not. 

Q.  I  notice  that  on  April  11th,  1905,  there  was  a  considerable 
Wock  of  the  stock  of  the  International  Banking  Company,  in 
fact  the  entire  amount  of  the  stock  as  appears  by  your  report  of 
December  31st,  1904,  sold  or  relinquished  to  the  International 
Banking  Corporation.  What  was  that  transaction?  A.  We  in- 
vested in  the  capital  stock  of  the  International  Banking  Corpora- 
tion to  the  extent  of  $500,000  par  value  which  took  about  $1,000,- 
000,  some  three  years  ago,  with  the  idea  of  utilizing  in  its  behalf 
and  sold  to  the  profit  of  the  Metropolitan  Life  Insurance  Com- 
pany the  large  number  of  banks  with  which  we  are  doing  busi- 
ness throughout  the  L^nited  States,  mnnbering  between  1,800  and 
2,000.  The  managers  of  the  International  Banking  Corporation 
however  rather  inclined  to  the  Oriental  business,  banking  and 
exchange  business  in  the  far  East.  In  the  meantime  they  had 
acquired  the  controlling  interest  in  the  Shoe  &  Leather  Bank 
when,  finding  that  our  purposes  and  wishes  with  respect  to  the 
International  could  not  be  carried  out,  we  suggested  the  exchange 
of  the  securities,  we  giving  up  our  International  and  taking  from 
them  the  Shoe  &  Leather.  That  is  how  we  became  possessed  of 
this  amount  of  Shoe  &  Leather  stock,  and  how  we  came  to  part 
with  the — ^we  have  some  $52,500  of  the  International  Banking 
Corporation  which  cost  us  137,  now  selling  at  160  and  something. 

Q.  I  have  been  furnished  a  statement  of  the  average. daily  bal- 
ances of  the  Metropolitan  Life  Insurance  Company  in  certain 
banks  and  trust  companies  by  months  from  September,  1900,  to 
September,  1905.    I  vsdll  have  it  marked  for  identification. 

(Paper  marked  Exhibit  351  for  identification.) 

ME.  HnGHES:  It  appears  from  that  that  the  deposits  with 
the  Metropolitan  began  in  May,  1905,  $595,748.88  being  the  bal- 
ance at  the  end  of  that  month,  and  the  balance  in  September  was 
$1,448,016.33.  _  ^ 
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Q.  What  rate  of  interest  is  allo-wed  upon  that  ?  A.  I  think  2 
per  cent. 

Q.  I  notice  there  were  during  May,  June  and  July  deposits  of 
half  a  million  dollars  with  William  A.  Bead  &  Company.  What 
rate  of  interest  was  paid  on  that  ?  A.  Without  reference  to  the 
books,  I  cannot  answer.    Can  you  answer,  Mr.  Fiske? 

ME.  FISKE:    The  rate  of  interest? 

THE  WITNESS:    Yes. 

ME.  EISKE:  Is  it  not  on  that  paper  I  gave  to  you?  I  can 
get  it  for  you. 

Q.  I  notice  the  deposits  with  Vermilye  &  Company  from  June, 
1&04,  to  March,  1905,  ran  at  approximately  at  $115,000,  with  the 
exception  of  December,  1904,  when  they  amounted  to  $172,000. 
"WTien  was  that  firm  dissolved,  was  it  at  the  end  of  March,  1905  ? 
A.  I  think  so. 

Q.  And  then  William  A.  Eead  &  Company  started  in  business, 
and  it  appears  there  was  tlien  deposited  with  them  $500,000. 
Why  was  the  deposit  made?  A.  Because  we  had  the  money  and 
the  finance  committee  authorized  it,  or  the  board. 

Q.  Why  was  their  deposit  made  with  them  on  the  beginning 
of  their  business,  and  so  much  larger  than  the  deposits  which  had 
been  made  for  a  considerable  time  with  the  preceding  firm,  was 
it  to  help  them  start  in  business  ?    A.  I  would  not  say  that. 

Q;  Would  you  deny  it  ?    A.  I  should  deny  that  they  needed  it. 

Q.  Can  you  say  why  you  gave  it  to  them?  A.  Because  we 
had  the  money  and  selected  them,  perhaps,  as  against  some  other 
depository. 

ME.  LIKDABUEY:  The  rate  of  interest  there  was  quite 
large. 

ME.  EISICE:     International  was  4  per  cent. 

ME.  HUGHES:     I  am  talking  now  of  Eead  &  Company. 

ME.  EISKE:  I  think  it  was  3 J  per  cent.  Here  are  all  the 
rates  of  interest. 

ME.  HTTGHES:     Cannot  we  substitute  this  for  the  other  ? 
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ME.  FISKE:     Yes,  I  wish  you  would.     3  per  cent. 

(Paper  now  presented  by  Mr.  Rske  is  substituted  in  place  of 
Exhibit  351  for  identification  and  so  marked.) 

ME.  HUGHES:  Erom  this  statement  of  the  average  daily 
balances  in  banks  and  trust  companies  it  appears  that  the  ISTational 
Shoe  &  Leather  Bank  the  deposits  on  September,  1905,  was 
$1,726,353.29,  and  the  rate  of  interest  was  2  per  cent. 

Metropolitan.  Trust  Company,  deposits  September,  1905, 
$448,321.67  and  the  rate  of  interest  allowed  upon  deposits  down 
to  that  time  is  stated  to  be  2  per  cent.,  to  April  16th,  1903,  3 
per  cent,  to  July  1st,  1903,  3  per  cent,  to  July  1st,  1904,  and  2yo 
per  cent,  to  date. 

Vermilye  &  Company,  the  deposit  account  is  closed  in  March, 
1905,  the  last  balance  being  $115,760.84,  and  the  rate  of  interest 
was  3  per  cent,  to  March  31st,  1900,  2  per  cent,  to  December  31st, 
1902,  and  from  September  1st,  1903,  to  March  31st,  1905,  2 
per  cent. 

Hamilton  Trust  Company,  balance  September,  1905,  $459,- 
693.09;  rate  of  interest  2  per  cent.  January  2d,  1900,  to  date, 
with  a  note  that  the  Hamilton  Trust  Company  paid  no  interest 
from  December  30th,  1900,  to  April  1st,  1905,  on  $100,000. 

Q.  Why  was  that  ?  A.  I  don't  know.  It  was  done.  I  don't 
know  what  the  reason  was,  except  that  we  were  largely  interested 
in  their  prosperity. 

Q.  Well,  your  interest  in  their  prosperity  you  mean  was  your 
interest  in  their  stock?  A.  The  company  owned  one-fifth  of 
its  stock. 

Q.  Did  your  interest  to  the  extent  of  one-fifth  of  the  stock 
lead  you  to  give  them  $100,000  on  loans  without  return  for  five 
years?     A.  It  seems  so. 

ME.  HUGHES:  City  Trust  Company,  the  last  balance  is 
$125.17  in  July,  1903,  and  the  rate  of  interest  2  per  cent. 

Trust  Company  of  America  last  balance  May,  1905,  $22,460.96  ; 
interest  3  per  cent. 

New  York  Exchange  ISTational  Bank  last  balance  July,  1905, 
$6,000;  interest  2  per  cent. 
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Lincoln  Trust  Company  last  balance,  September,  1905, 
$165,341.95;  interest  stated  in  a  note  as  3  per  cent,  to  November, 

1904,  and  2%  per  cent,  to  date. 

Federal  Trust  Company,  balance  September,  1905,  $264,879.83 
interest  3  per  cent. 

International    Banking    Corporation,    last    balance,    January, 

1905,  $205,680 ;  interest  4  per  cent. 

International  Banking  Corporatiun,  Washington,  last  balance 
November,  1904,  $479,166.67;  interest  5  per  cent. 

Franklin  Trust  Company,  last  balance  September,  1905,  $104,- 
717.15;  interest  3  per  cent. 

Maiden  Lane  National  Bank,  balance  February,  1905,  $13,- 
636.36,  March,  1905,  $100,000,  April,  1905,  $100,000;  no  in- 
terest. 

Q.  Why  V7as  that  ?    A.  What  was  that  in  ? 

Q.  Apparently  no  interest  was  allowed  on  the  $100,000  de- 
posited in  those  two  months  with  the  Maiden  Lane  National 
Bank. 

MR.  FISKE :  That  was  the  time  the  Metropolitan  was  formed, 
was  it  not  ? 

THE  WITNESS:   Yes. 

ME.  HUGHES:    What  has  that  to  do  with  it? 

MR.  FISKE :  I  don't  know.  I  was  calling  his  attention  to  that 
fact. 

THE  WITNESS :  The  only  answer  that  I  can  make  is  that  it 
was  done.    It  was  thought  at  the  time  to  be  wise. 

Q.  Well,  do  you  recollect  why  ?    A.  Specifically  no. 

Q.  Well,  generally.  A.  Generally,  the  bank  was  ours,  and  in 
the  process  of  transformation  into  a  new  one,  that  is  all. 

Q.  It  was  yours,  to  the  extent  that  you  had  how  much  of  its 
stock?  A.  Well,  we  had,  I  think,  practically  secured  the  control 
of  it. 

MR.  FISKE :  I  don't  remember  the  particulars,  but  we  had  a 
large  control  of  it  before  we  turned  it  over  into  the  Metropolitan 
and  liad  options  on  it. 

MR.  HUGHES :  You  don't  know  what  percentage  of  it? 
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ME.  nSKE:  Practically  all  as  I  remember.  It  was  during 
tlie  formation  of  the  Hetropolitan. 

MR.  HUGHES :   Were  these  moneys  advanced  to  it  ? 

MR.  FISKE :    Not  in  the  least. 

MR.  HUGHES :   Why  should  you  have  put  them  there  at  all  ? 

MR.  EISKE :  To  help  a  bank  that  the  Metropolitan  v?as  inter- 
ested in. 

MR.  HUGHES :  It  was  liquidating,  was  it  not,  and  going  to 
surrender  its  charter  in  a  month? 

MR.  EISKE :  But  as  a  matter  of  fact  there  never  was  a  time 
when  there  was  no  bank.  It  was  either  the  Maiden  Lane  or  the 
Metropolitan  all  the  time.  The  charter  of  the  Maiden  Lane  was 
liquidating,  but  the  bank  never  did,  and  it  is  there  yet  doing 
business  as  a  branch  of  the  Metropolitan  Bank. 

]VIR.  HUGHES :  You  don't  know  any  reason  why  you  put  in 
this  money  just  at  that  time  when  you  had  not  put  it  in  before. 

MR.  FISKE :  That  is  just  the  time  we  got  interested  in  it 
and  the  Metropolitan  Bank  as  such  began  in  April;  before  that 
it  was  the  Maiden  Lane. 

MR.  HUGHES:  Of  course  your  interest  in  the  stock  of  a 
banking  corporation  Would  be  for  the  purpose  of  making  money 
and  losing  it. 

MR.  FISKE :  We  are  making  it,  no  question  about  that.  It 
has  made  one  per  cent,  a  month  ever  since  the  bank  started. 

MR.  HUGHES :  Well,  the  matter  is  patent  to  anybody.  The 
ISTational  Bank  of  Commerce  of  Kansas  City,  $252,863.11,  inter- 
est 2^  per  cent. 

William  A.  Read  &  Company,  April,  1905,  $500,000;  May, 
1905,  $500,000;  June,  1905,  $500,142.62;  July,  1905,  $303,- 
708.33;  August,  1905,  $3,708.33;  September,  1905,  $3,743.61, 
interest  3  per  cent. 
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Metropolitan  Bank,  May,  1905,  $595,748.88,-  June,  1905, 
$578,496.28;  July,  1905,  $919,705.22;  August,  1905,  $1,205,- 
998.97;  September,  1905,  $1,448,016.33. 

Interest  stated  in  a  note  to  be  as  follows : 

2|  per  cent,  on  $150,000,  Augnist  8th  to  26th,  1905 ;  $600,000 
free  from  May  1st  to  August  26th.  Since  August  26th,  interest 
on  all  balances  at  2  per  cent. 

Q.  Does  that  mean  that  $600,000  was  with  that  bank  with- 
out interest  from  May  1st  to  August  26th  ?     A.  It  probably  does. 

Q.  What  was  the  reason  for  that?  A.  Well,  possibly  to  give 
the  bank  a  chance  to  get  started. 

Q.  This  National  Bank  of  Commerce  of  Kansas  City,  are  you 
interested  in  that  bank  ?    A.  I  think  I  have  one  hundred  shares. 

Q.  Are  any  other  members  of  your  official  staff  interested  in 
that  bank?     A.  ^NTot  to  my  knowledge. 

Q.  When  did  you  acquire  your  interest?  A.  I  should  think 
about  three  years  ago. 

Q.  What  led  to  the  starting  of  these  deposits  in  March,  1905  ? 
A.  The  solicitation  of  the  officers  of  the  bank. 

Q.  What  is  the  extent  of  the  Metropolitan's^  interest  in  that 
bank,  if  it  has  any  ?    A.  I  think  it  holds  eighteen  hundred  shares. 

Q.  Out  of  what  total?  A.  I  am  not  sure  what  the  capita]  is, 
Mr.  Hughes.  It  is  a  very  prosperous  banking  house  worth  some 
thirty-five  million  dollars  of  resources,  more  or  less,  in  Kansas 
City,  paying  twelve  per  cent,  annually,  and  earning  a  large  sur- 
plus beside. 

Q.  It  would  seem  according  to  your  report  to  the  Insurance 
Department  on  December  31st,  1904,  that  the  market  value  as 
contrasted  with  the  book  value  shows  a  defi.cit  or  loss.  A.  Yes. 
That  does  not  disturb  us.     At  the  end  of  next  December 

ME.  LINDABUKY:  In  other  words,  it  is  apparent  rather 
than  real. 

THE  WITNESS :  Yes.  At  the  end  of  next  December  it  may 
be  above. 

Q.  What  has  induced  you  to  make  purchases  of  that  stock  in 
the  face  of  an  apparent  decline  in  the  market  value  ?  A.  Simply 
because  we  thought  it  wise  to  buy  at  the  price  at  which  we  could. 
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Q.  What  dividends  does  it  pay?  A.  Twelve  per  cent.;  and 
earns  about  fifty,  I  think. 

Q.  What  is  the  explanation,  then,  of  the  decreasing  market 
value  for  two  or  three  years  ?  A.  I  don't  know,  except  that 
some  of  the  sellers  want  money  rather  than  stock. 

Q.  Are  you  a  stockholder  in  the  Hamilton  Trust  Company  in- 
dividually? A.  I  have  owned  for  fifteen  years  or  more  twenty 
shares. 

Q.  In  the  Federal  Trust  Company  ?    A.  Not  a  dollar. 

Q.  In  the  Franklin  Trust  Company  ?     A.  JSTot  a  penny. 

Q.  People's  Trust  Company  of  Brooklyn?  A.  'No,  sir,  noth- 
ing. 

Q.  Guarantee  Loan  and  Trust  Company?     A.  ISTothing. 

Q.  What  is  that  ?  A.  The  Guarantee  Loan  &  Building  Com- 
pany is  a  company  which  owns  a  building  in  Minneapolis,  which 
we  took  in  exchange  for  certain  property  we  had  held  for  some 
time  in  Duluth,  Minnesota,  plus  cash. 

Q.  Have  you  or  any  officer  of  your  company  in  any  way,  di- 
rectly or  indirectly,  received  any  payments  from  Vermilye  & 
Company,  or  William  A.  Bead  &  Company?    A.  What  for? 

Q.  Well,  in  any  way  connected  with  the  operations  of  your 
company?  A.  Yes.  I  have  the  monetary  affairs,  and  have  had 
for  a  great  many  years,  perhaps  twenty,  of  from  twelve  to  twenty 
people  to  care  for,  orphans  and  widows,  and  people  in  Europe, 
out  of  business  and  not  in  active  business.  Their  affairs  with 
my  own  have  necessitated  the  keeping  of  an  account.  I  have  had' 
an  account  with  the  old  firm  of  Vermilye  &  Company  for  perhaps 
ten  years.  On  that  account  they  have  charged  me  interest  from 
six  per  cent  down  to  some  lower  rate,  I  think  down  to  two.  When 
they  have  charged  the  extreme  rate  they  have  at  times  rebated 
to  me  a  part  of  it,  which  I  have  received  in  checks  from  Mr.  Mac- 
Kay,  or  Mr.  Hollister,  or  Mr.  Fairchild,  about  all  the  members 
of  the  firm,  except  Mr.  Read.  That  is  all  the  money  I  have  ever 
received  from  them  was  in  reduction  of  interest  on  a  running 
acount. 

Q.  Well,  you  mean  that  these  were  special, checks  in  reduction 
of  that  interest  for  payment  on  the  general  account?  A.  No, 
reduction  of  the  interest  paid  me  on  the  interest.  That  is,  if 
they  charged  me  in  jthe  account  for  purposes  of  their  own,  four 
or  five  or  six  per  cent.,  they  would  send  me  a  reduction  made  by 
themselves — I  never  importuned  them  for  it — reducing  the  price 
to  t^yo  or  t'vyo  gjid  one-h^lf  per  cent,  and  giving  me  the  difference, 
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Q.  Giving  you  individually  the  check  for  the  difference?  A. 
On  my  personal  account. 

Q.  Was  this  simply  for  the  excess  interest  on  your  personal 
account  ?    A.  That  is  all. 

Q.  Was  this  personal  account  the  combined  account  you  have 
mentioned  of  all  these  matters?     A.  Yes,  sir. 

Q.  That  you  were  handling  individually  ?     A.  Yes,  sir. 

Q.  Did  you  have  a  margin  account  with  Vermilye  &  Company  ? 
A.  I  have  had  for  many  years.  I  have  had  all  my  own  securities 
deposited  with  them. 

Q.  I  mean  you  have  had  a  speculative  account?  A.  More  or 
less  so. 

.4 

Q.  They  are  buying  or  selling  securities  for  you  ?  A.  And  for 
the  other  people. 

Q.  And  they  charge  you  six  per  cent,  for  that?  A.  At  vari- 
ous rates. 

Q.  And  when  they  would  charge  you  six  per  cent.,  they  would 
give  you  a  check  for  a  reduction?     A.  Yes. 

Q.  And  it  is  on  this  account  as  well  as  on  these  other  matters 
you  have  mentioned,  they  gave  you  a  rebate  ?  A.  ISTot  in  an} 
other  matters,  only  the  interest. 

Q.  You  mentioned  handling  money  for  fifteen  or  twenty  peo- 
ple.    A.  It  was  merged  in  one  account. 

Q.  It  was  merged  in  one  account?  A.  Yes,  and  in  the  reduc- 
tion of  this  interest,  Mr.  MacKay  and  the  others  woiild  send  me 
a  check  for  the  reduction. 

Q.  You  had  but  one  account  that  embraced  the  transaction,  the 
moneys  of  these  other  people  with  your  ovm  ?     A.  Yes,  sir. 

Q.  And  that  also  embraced  different  speculative  transaction-; 
you  had  in  the  purchase  or  sale  of  securities  ?     A.  The  account  ? 

Q.  Yes.     A.  Yes. 

Q.  And  that  account  would  have  various  rates  of  interest?  A. 
It  would. 

Q.  And  when  it  was  a  high  rate  of  interest,  as  much  as  six 
per  cent,  now  and  then,  you  would  get  a  check  from  some  mem- 
ber of  the  firm  of  Vermilye  &  Company,  which  would  give  you  a 
return  of  a  part  of  that  interest?  A.  I  would  receive  a  personal 
check  from  some  member  of  the  firm  other  than  Mr.  Eead.  I 
never  received  any  from  him. 

Q.  Why  did  you.  get  it  from  a  member  of  the  firm  instead  of 
the  firm?    A.  I  don't  know. 
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Q.  It  was  from  different  members  of  the  firm?  A.  I  don't  know 
why  it  was  done  so. 

Q.  Have  you  a  similar  account  with  William  A.  Eead  &  Com- 
pany?   A.  I  have. 

Q.  You  transferred  it  to  William  A.  Eead?    A.  I  did. 

Q.  Does  he  do  the  same  with  regard  to  this  interest  matter? 
A.  He  does  not. 

Q.  What  do  these  interest  returns  amount  to?    A.  In  money? 

Q.  Yes.     A.  I  don't  know. 

Q.  How  long  has  that  been  the  practice?  A.  Oh,  perhaps  a 
few  years. 

Q.  And  continued  to  date?    A.  Not  under  Mr.  Eead. 

Q.  ISTot  under  Mr.  Eead?  A.  He  did  it,  I  think,  once,  but 
never  since. 

Q.  When  was  that?    A.  That  was  the  end  of  his  first  quarter. 

Q.  Mr.  Eead  was  a  partner  in  Vermilye  &  Company?    A.  Yes. 

Q.  And  there  was  not  any  reason,  I  suppose,  why  he  should 
not  have  signed  one  of  the  checks  for  Vermilye  &  Compauy  as 
well  as  any  one  else?  A.  I  never  got  a  Vermilye  &  Company 
check. 

Q.  Well,  why  shouldn't  he  have  given  a  check.  You  don't 
know  why  that  happened  to  be  dealt  with  in  that  way?  A.  I 
assumed  it  was  for  reasons  of  their  own. 

Q.  Did  you  have  any  agreement  with  them  about  it?  A.  'Not 
the  least. 

Q.  Did  you  have  any  understanding  with  them  that  .you  should 
get  such  a  return  of  interest?    A.  No,  sir. 

Q.  Did  you  know  in  advance  you  were  to  get  it,  before  the 
money  came  in?  A.  The  first  time,  no.  And  the  second  time, 
only  as  I  assumed  that  having  done  it  they  might  continue  it. 

Q.  When  they  gave  you  transcripts  of  the  account  from  time 
(0  time,  were  these  rebates  entered?     A.  ISTo,  sir. 

Q.  The  account  showed  six  per  cent,  interest  right  along?  A. 
Or  whatever  their  rate  was. 

Q.'  And  Vermilye  &  Company  was  never  credited  with  those 
amounts  which  you  received  from  members  of  the  firm  as  return 
of  interest?     A.  JSTo. 

Q.  Did  you  state  when  that  practice  began?  A.  I  did  not, 
for  I  don't  remember. 

Q.  You  have  not  any  data  with  respect  to  those  payments? 
A,  Perhaps  with  respect  to  some  and  not  to  others. 
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Q.  With  what  member  of  the  firm  of  Vermilye  &  Company 
did  you  ever  talk  with  reference  to  such  returns?  A.  Probably 
Mr.  Fairchild,  or  Mr.  HoUister,  Mr.  McKay,  t)r  Mr.  Eead. 

Q.  Why  was  it  not  put  in  the  account  which  the  firm  rendered 
you  ?    A.  You  might  inquire  of  them  for  that.    I  don't  know. 

Q.  You  never  had  any  talk  with  them  about  it?  A.  Perhaps 
they  did  not  care  to  have  it  appear  that  way  in  their  books. 

Q.  Do  you  know  any  reason  why  they  should  not?  A.  I  do 
not. 

Q.  Who  attends  to  the  fire  insurance  or  the  writing  of  fire  in- 
surance upon  mortgages,  that  is  upon  properties  upon  which  the 
Metropolitan  Life  Insurance  Company  are  paying  mortgages?  A. 
Dutcher  &  Edminster. 

Q.  Who  are  they?  A.  Mr.  Edminster  Is  an  old  firo  insurance 
man  of  long  experience  and  great  skill,  and  Mr.  Dutcher  —  I 
don't  know  whether  the  Dutcher  of  that  firm  is  our  Dutcher,  or 
whether  it  be  his  son,  or  all  three,  but  the  firm  was  started  by  our 
old  director,  and  whether  he  is  in  it  or  not  I  cannot  from  personal 
knowledge  testify. 

Q.  Who  is  Mr.  Edminster?  A.  He  is  the  other  partner, 
Dutcher  &  Edminster. 

Q.  What  relation  have  they  in  this  business  of  placing  fire  in- 
surance ?  A.  They  place  all  our  fire  insurance  on  mortgaged 
property. 

Q.  Is  that  required  by  your  company?     A.  It  is,  sir. 

Q.  Why  ?  A.  When  we  started  to  lend  money  in  the  old  years 
we  allowed  the  borrower  to  place  his  own  insurance.  We  soon 
found  that  we  were  getting  into  inextricable  trouble,  that  is,  the 
policies  and  renewals  were  not  in  on  time,  and  when  they  came  in 
they  were  in  companies  that  we  disapproved  of  as  to  their  stand- 
ing, and  which  led  to  disputes  between  ourselves  and  them.  I 
think  in  one  case  we  had  a  fire — I  am  a  little  indistinct  about  it, 
but  if  you  ask  about  it  now  I  can  recall  it,  where  the  premium 
had  been  paid  by  the  borrower  to  the  broker  and  not  to  the  agent, 
which  led  to  some  complications,  and  we  made  up  our  minds  t]i:.t 
the  only  safe  way  in  view  of  the  facts  that  the  business  was  grow- 
ing very  rapidly,  was  to  have  that  business  in  our  o^vn  hands. 

We  therefore  adopted  the  rule  of  taking  some  firm  which  we 
would  select,  and  having  them  do  all  the  fire  insurance  business 
pertaining  to  these  mortgages.  My  predecessor,  Mr.  Knapp,  se- 
lectedi  the  firm  of  Dutcher  &  Edminster,  and  we  therefore  put  it 
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in  our  application  for  mortgages  that  all  fire  insurance  for  this 
property  shall  be  done  by  the  agent  designated  by  the  company,  by 
the  Metropolitan  Life  Insurance  Company,  and  in  companies  se- 
lected by  them.  That  is  in  large  type  in  that  application.  ISTo- 
body  who  borrows  can  claim  that  he  is  not  aware  of  it,  because 
he  generally  takes  the  application  away  with  him  and  keeps  it  a 
day  or  two  and  sends  it  back  completed.  But  if  he  misses  it  on 
that,  or  claims  to,  he  has  it  on  the  mortgage  paper  itself,  so  he 
cannot  get  away  from  the  fact  that  the  company's  rules  require 
that  in  that  important  matter  of  fire  insurance  we  attend  to  it 
ourselves,  our  rule  being,  if  he  be  dissatisfied  he  need  not  take  our 
money,  and  it  is  safe  to  say  that  anybody  would  loan  money  on 
property  that  we  would,  so  he  is  in  no  wise  estopped  from  getting 
money  from  a  company  that  does  not  exact  this  rule.  We  believp 
in  following  that  rule,  and  we  are  following  the  plan  of  some  othnr 
banks  and  insurance  companies  in  this  city,  and  it  relieves  us  from 
all  responsibility.  We  never  have  had  a  fire  or  anything  go 
Avrong  but  what  these  gentlemen  have  attended  to  it  for  us  with- 
out cost,  and  they  have  been  very  valuable  in  cases  of  a  chang? 
of  owniership,  or  vacating  of  property,  in  the  matter  of  altera- 
tions and  repairs,  in  resurveys,  in  changes  of  rates  which  are 
going  on  now  and  then,  and  in  fires,  and  all  that  sort  of  thing  is 
done  by  them  entirely  out  of  our  hands,  no  trouble  to  us  whatever. 
The  plan  has  worked  most  admirably,  and  we  have  had,  I  might 
say,  practically  no  complaints.  ISTow  and  then  a  broker  will  demur, 
because  we  won't  accept  a  policy  he  has  sought  to  place  for  his 
principal,  but  we  have  pointed  to  the  applicayion  and  mortgage 
and  said  your  borrower  knew  ail  this  before  he  took  our  money, 
and  it  is  too  late  to  complain.  It  is  the  rule  we  have  made  for  our 
own  safety  and  we  propose  to  have  it  continued. 

Q.  What  was  Mr.  Edminster's  business  before  this  firm  was 
formed  ?     A.   I  don't  know. 

Q.  Was  he  connected  with  Mr.  Dutcher  of  your  Finance  Com- 
mittee ?     A.  I  cannot  say. 

Q.  Do  you  know  who  are  all  the  members  of  that  firm  ?  A.  I 
don't  know.     I  never  knew. 

Q.  Are  you  in  any  way  interested  in  that  firm?  A.  Not  in 
the  least. 

Q;.  Or  in  any  of  the  moneys  received  by  them?  A.  None 
whatever. 
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Q.  Is  any  other  member  of  your  company,  so  far  as  you  know  ? 
A.  No. 

Q.  What  is  the  brokerage  received  by  Edminster  &  Dutcher  on 
the  writing  of  policies  ?    A.  I  don't  know.    I  never  knew. 

ME..  HUGHES :  There  is  a  gentleman  here  at  some  incon- 
venience whom  I  should  like  to  examine  this  afternoon.  I  will 
only  take  a  few  minutes,  and  I  have  a  little  more  with  Mr.  Hege- 
man,  and  if  we  should  suspend  with  him  now,  I  should  like  to 
put  another  witness  on,  as  he  is  very  desirous  to  be  excused. 

THE  WITNESS :  Anything  agreeable  to  you,  Mr.  Hughes. 
Will  you  want  me  on  Monday? 

MR.  HUGHES :  Yes.  I  should  like  to  have  you  give  me  a 
statement  of  the  amount  you  have  received  in  rebates  of  interest 
from  Vermilye  &  Company  or  Mr.  Read,  that  is  from  the  mem- 
bers of  the  firm  in  the  manner  you  have  stated,  showing  the 
amounts  and  the  times. 

JOSEPH  HOWARD,  Je.,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  You  reside  in  the  City  of  ISTew  York  ?     A.  I  do. 

Q.  And  your  profession  is  what  ?     A.  Writer. 

Q.  How  long  have  you  been  a  writer?  A.  Well,  profession- 
ally, since  1860. 

Q.  You  are  a  correspondent  of  Sunday  papers?  A.  A  great 
many. 

Q.  And  you  have  been  for  many  years  ?     A.  Yes,  sir. 

Q.  Are  you  under  the  employment  of  any  insurance  company  ? 
A.  I  am. 

Q.  Of  what  company  ?  A.  The  one  that  you  are  now  examin- 
ing ;  the  Mutual. 

Q.  The  Mutual  Life  Insurance  Company?     A.  Yes,  sir. 

Q.  How  long  have  you  been  employed  by  the  Mutual  Life 
Insurance  Company?  A.  I  could  not  give  dates,  but  I  should 
say  anywhere  from  30  to  40  years. 

Q.  Well,  my  vouchers  only  go  back  to  1899.  A.  Yes.  Well, 
that  is  rather  short. 
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Q.  So  that  before  we  put  those  in  I  would  be  glad  to  have  you 
state  what  the  nature  of  your  service  has  been.  A.  My  first  was 
to  induce  the  company  to  stop  giving  their  long  advertisements  to 
the  daily  papers.  As  a  boarding  school  scholar  I  noticed  that 
the  weekly  religious  papers  remained  on  the  table  in  the  best  room 
a  week  at  a  time  and  they  were  thoroughly  read,  and  thoroughly 
thumbed. 

Q.  What  boarding  school  was  that?  A.  Boarding  school?  Oh, 
did  you  ask  what  school  ? 

Q.  Yes.     It  was  in  Farmington,  Conn. 

Q.  Go  on.  A.  Never  mind,  it  was  a  good  school  and  I  was 
there  several  years,  six  years  in  fact.  And  it  struck  me  as  a 
boy  that  it  was  a  very  interesting  contribution  to  that  sort  of 
religious  education,  and  I  recommended  that  to  the  company  with 
more  or  less  force,  and  I  was  requested  to  make  a  list  of  religious 
papers  throughout  the  country  and  to  supervise  and  superintend  to 
a  certain  extent  their  advertising,  accompanied  with  press  notices 
which  I  did  with  gteat  pleasure.  That  was  my  beginning,  but 
about  when  it  was  I  should  not  be  able  to  say,  but  I  should  think 
somewhere  in  the  60's,  before  you  were  born. 

Q.  Well,  did  they  pay  you  for  the  services  you  then  ren- 
dered ''.     A.  They  did. 

Q.  And  what  were  the  serv-ices?  A.  The  services  were  to 
superintend — I  objected  to  these  long  advertisements  and  sug- 
gested that  they  make  smaller  ones  accompanied  by  something 
written  to  explain  the  nature  of  life  insurance  and  this  particular 
coiapany. 

Q.  Reading  notices?     A.  Reading  notices. 

Q.  What  is  a  reading  notice  in  newspaper  parlance?  A.  In 
ordinary  parlance  it  means  a  notice  which  is  given  by  the  papers 
as  a  recognition  of  the  courtesy  and  the  common  sense  of  the 
authorities  of  the  insurance  company,  sometimes  paid  for  and 
many  times  not. 

Q.  How  is  a  reading  notice  distinguished  from  other  adver- 
tising matter?  A.  In  some  papers  by  what  a  distinguished 
editor  described  to  me  as  a  little  tiny  star  which  nobody  could 
see.  In  other  papers  by  three  stars;  in  more  elaborate  papers 
by  the  word  "Adv."  at  the  bottom. 

Q.  And  in  some  papers  by  nothing?     A.  I  have  rarely :- 

Q.  I  mean  to  say  in  some  papers  it  appears  in  the  news  items 
without  any  such  indication?     A.  I  do  not  say  that  and  I  don't 
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know  that  I  would  swear  to  it  except  in  religious  papers.     Of 
course,  they  put  anything  in  there. 

Q.  Was  it  that  that  suggested  to  you  the  advisability  of  pay- 
ing more  attention  to  religious  papers?  A.  Oh,  no,  sir.  I  am 
speaking  seriously  about  it.  I  recognized  the  fact  that  a  re- 
ligious paper  so-called  was  thoroughly  read  and  was  in  a  position 
where  it  almost  forced  itself  upon  the  attention  of  the  visitors 
in  the  house  and  to  the  visitors  of  the  school,  and  so  on.  And  I 
still  think  that  is  a  mighty  good  scheme. 

Q.  Were  your  first  efforts  for  the  Mutual  Life  directed  to 
the  preparation  of  articles  which  woiild  appear  in  the  religious 
joui'nals  ?     A.  Religious  newspapers,  yes,  sir. 

Q.  Articles,  I  presume,  setting  forth  the  prosperity  and  excel- 
lence of  the  Mutual  Life  Insurance  Company?  A.  You  hit 
it  e.\actly. 

Q.  I  show  you  a  series  of  vouchers  (handing  paper)  and  will 
ask  you  if  those  are  your  signatures,  and  if  you  received  the 
moneys  mentioned  therein?  A.  That,  yes  (indicating),  that, 
yes,  (indicating).  I  am  looking  now  for  one  that  you  discussed 
the  other  day  of  legal  services. 

Q.  You  will  not  find  it  there.  A.  Of  course,  you  might  as 
well  call  it  medical  services  or  restaurant  services.  Literary  or 
professional  services,  that  is  all  right.  Of  course  I  signed  them 
and  would   like   to   sign   some   more. 

Q.  (Handing  paper).  This  is  the  one  that  I  think  you  are 
thinking  of.  It  was  not  written  for  legal  services,  so  that  you 
did  not  have  to  say  you  performed  any  legal  services,  but  it 
was  charged,  I  believe,  for  legal  expenses?  A.  That  I  have 
nothing  to  do  with.  All  I  want  to  do  is  to  get  the  money.  I 
am  like  a  charcoal  filter,  it  goes  in  one  end  and  out  the  other,  no 
residuum. 

Q.  Well,  have  you  been  retained  at  a  special  rate  of  compen- 
sation by  the  Mutual  Life  Insurance  Company?  A.  Well  so 
I  understand.     I  did  not  know  it.     I  am  very  glad  to  know  it. 

Q.  You  have  thought  that  your  retainer  was  not  fixed  at  any 
particular  amount  ?     A.  I  never  supposed  it  to  be  so,  sir. 

ME.  HUGHES:  I  will  read  upon  the  record  the  amounts 
stated  in  these  vouchers: 

March  10th,  1899,  Blotter  date  March  15th,  1899,  50. 
July  19th,  1899,  Blotter  date  July  26th,  1899,  1250.  ' 
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]\Iarch  23rcl,  1900,  Blotter  date  March  28th,  1900,  1250. 

THE  WITNESS:  You  must  reniemher  you  see  those,  I  do 
not,  Mr.  Hughes. 

Q.  "Well,  I  would  be  very  glfid  to  hear  you  read  iJaem,  if  you 
like.  A.  I  will  take  your  word  for  it,  but  I  want  you  to  under- 
stand it  distinctly,  that  I  don't  see  them. 

Q.  If  you  would  like  to  read  them A.  Please  under- 
stand me,  I  want  to  help  you  out,  I  have  no  doubt,  but  I  am  not 
going  to  swear  to  a  thing  I  don't  see. 

Q.  I  am  not  asking  you  to  swear  to  it,  I  am  reading  them  upon 
records.    A.  All  right. 

MR.  HUGHES:  October  29th,  1900.  Blotter  date,  October 
31st,  1900,  $1,250. 

March  12th,  1901,  blotter  date  March  20th,  1901,  $1,250. 
October  14th,  1901,  blotter  date,  October  16th,  1901,  $2,500. 
January  25th,  1902,  blotter  date  January  31st,  1902,  $375. 
February  25th,  1903,  blotter  date  February  28th,  1903,  $2,500. 
February  1st,  1904,  blotter  date 

THE  WITNESS:   Do  all  these  say  professional  services? 

ME.  HUGHES:   Just  a  minute. 

Blotter  date,  February  16th,  1904,  $2,500. 

]\ray  17th,  1904,  blotter  date  May  20th,  1904,  $2,500. 

May  17th,  1905,  blotter  date  May  24th,  1905,  $2,500. 

Q.  Now,  these  appear  to  be  either  for  services,  or  special  ser- 
vices, or  literary  services,  or  for  professional  serAnces  ?  A.  Well, 
it  is  all  the  same  thing;  it  is  all  I  did  so  much  work;  that  is  all 
I  know.    They  can  put  what  they  please,  I  don't  care  about  that. 

Q.  With  one  exception  —  I  do  find  one  February  1st,  1904,  for 
legal  services.  A.  That  is  such  an  obvious  absurdity  • — it  might 
as  well  be  medical  services  or  undertaker's  services  or  anything 
else.  Let  us  be  common-sense;  I  did  work  and  got  the  money, 
and  I  sigTied  any  receipt  they  gave  me. 

Q.  You  did  not  notice  it  was  for  legal  services  ?    A.  I  did  not, 
on  my  honor.    It  is  absurd. 
67 
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Q.  Has  joiiT  employment  in  any  way  changed  in  the  last  few 
years,  or  has  it  been  of  the  same  nature?  A.  has  been  the 
same  way  ever  since  I  was  born  —  ever  since  I  can  remember  it. 

Q.  I  mean  with  reference  to  the  Mutual  Life  ?     A.  Oh,  no. 

Q.  You  have  been  doing  this  same  work?  A.  Not  much 
religion  lately;  just  common  straight  work,  pamphlets,  I  have 
written  pamphlets,  leaflets,  advertisements,  everything,  that  a 
man  of  tolerable  ingenuity  does  —  not  a  lawyer,  of  course,  but 
a  tolerably  ingenious  man  could,  and  my  humble  service  has  been 
in  the  interest  of  the  Mutual  Life. 

Q.  Have  you  written  reading  notices  ?    A.  I  have. 

Q.  For  the  newspapers?     A.  A  gTeat  many  of  them. 

Q.  Are  you  retained  or  employed  by  any  other  insurance  com- 
pany? A.  I  was;  I  don't  think  I  am.  I  think  you  have  knocked 
the  Equitable  too  high. 

Q.  "When  were  you  employed  by  the  Equitable?  A.  Ever 
since  I  can  remember. 

Q.  Up  to  within  a  year  or  six  months?  A.  Up  to  within  a 
year. 

Q.  And  what  rate  of  compensation?  A.  It  depends.  When 
Mr.  Hyde  was  alive  it  was  one  thing,  and  when  the  young  gentle- 
man came  in  charge  I  understood  it  was  twenty-five  hundred  dol- 
lars, and  very  glad  to  get  it  too. 

Q.  Were  you  retained  by  any  other  insurance  company?  A. 
'No,  sir. 

Q.  And  your  work  for  the  Equitable  was  of  the  same  sort? 
A.  Absolutely  the  same. 

BY  THE  OHAIEMAN: 

Q.  Did  you  ever  superintend  the  distribution  of  reading 
notices  or  advertisements  by  wire  or  otherwise  than  correspond- 
ence? A.  ISTever — ^never;  and  I  would  like,  Mr.  Hughes,  with 
your  permission  to  say  this.  I  have  been  on  a  salary  ever 
since  I  came  of  age  in  the  newspaper  profession  and  I  want  to 
say  to  you  and  this  Committee  that  on  my  honor  I  never  wrote 
a  line  in  any  newspaper  I  was  paid  a  salary  on  about  life  in- 
surance companies  or  the  Mutual  as  an  individual  or  any  other. 
I  should  consider  it  a  dirty  trick. 

Q.  Why?  A.  Simply  because  I  am  paid— now,  take  for 
instance,  the  Boston  Globe,  which  I  saw  you  spoke  of  the  other 
day.     I  write  them  a  weekly  letter.     Never  alluding  to  life  in- 
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surance — rdomestic  matters — ^I  have  written  many,  many 
columns  about  life  insurance,  but  never  in  a  paper  on  which  I  was 
employed,  never. 

Q.  There  is  one  question  I  omitted  to  ask  you,  that  is  about 
this  voucher  of  the  Mutual  Life,  which  says  it  is  for  twenty- 
five  hundred  dollars  professional  services,  payable  on  demand. 
A.  Yes,  and  part  of  it  is  already  paid.  I  was  very  glad  to  get  it. 
T  spent  three  months  in  bed.  I  went  to  my  friend  and  said, 
and  I  want  some  money;  I  will  chip  in  and  do  the  best  I  can  to 
repay  it.  I  am  not  here  to  apologize  for  my  work,  or  apologize 
for  payment,  except  the  smallness  of  it.  I  wish  I  could  get 
more. 

BY  THE  CHAIRMAN": 

Q.  I  take  it  the  repayable  has  been  repaid  by  services?  A. 
I  hope  so. 

Q.  "Not  in  money?  A.  In  services.  They  have  a  right  to 
demand  the  money  if  they  want  it,  but  I  hope  Brother  Hughes 
will  not  suggest  that  to  them. 

Q.  I  take  it  they  would  get  the  services  quicker?  A.  Well, 
1  guess  you  are  about  right. 

THE  CHAIRMAlSr:  The  Committee  next  week,  will  meet  in 
the  Common  Council  Room  across  the  hall,  because  of  the  occu- 
pancy of  this  room  by  the  Board  of  County  Canvassers.  All 
witnesses  who  are  in  attendance  at  the  session  are  requested  to 
be  here  Monday  morning  promptly  at  ten-thirty  o'clock,  to  which 
time  an  adjournment  will  now  be  taken. 

(.A-djourned  to  Monday,  ISTovember  13th,  1905,  at  10.30  A.  M.) 


COUNCIL    CHAMBEK, 
City  Hall,  New  York  City. 

November  13,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

GEOEGE  W.  PALMEE,  being  duly  sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  What  is  your  full  name,  Mr.  Palmer?  A.  George  W. 
Palmer. 

Q.  What  is  your  occupation,  Mr.  Palmer?  A.  I  am  book- 
keeper and  confidential  clerk  for  Mackay  &  Company  j  employed 
by  Vermilye  &  Company  in  liquidation  the  same  firm. 

ME.  HUGHES:  Will  you  withdraw  for  a  moment,  Mr. 
Palmer. 

The  examination  of  the  witness  was  suspended. 

JOHN  E.  HEGEMAN,  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  Hegeman,  I  have  asked  you  to  produce  statements  of 
the  amount  of  rebates  of  interest  received  by  you  from  Vermilye 
&  Company.  Have  you  produced  such  a  statement  ?  .  A.  I  have, 
sir. 

Q.  Is  this  statement  now  shoAvn  you  the  correct  statement  ?  A. 
It  is. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  341.) 

ME.  HUGHES  read  as  follows: 
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Interest  paid  by  J.  R.  Hegeman  to  Vermilye  &  Company,  re- 
bates allowed  on  same: 

Quarterly  account  to  June  30,  1902  —  Amount  o'f  in- 
terest 4J  per  cent,  paid  by  J.  E.  Hegeman  to  Ver- 
milye &  Company $7,376 .  17 

Keceived  in  rebate  of  interest  to  1}  per  cent 4,917.4-4 

Quarterly  account  September  30,  1902  —  Amount  of  interest 

4^  per  cent. 

MR.  HEGEMAN:    That  is  the  amount  of  interest  paid  by  me 
to  date. 

MR.  HUGHES :    I  am  going  to  read  it  and  just  get  it  on  the 
record  so  that  we  will  have  it. 

Amount  of  interest  4J  per  cent,  paid  by  J.  R.  Hege- 
man to  Vermilye  &  Company $8,055 .  66 

Received  in  rebate  of  interest  to  1^  per  cent 5,370 .  44 

Quarterly  account  December  31,  1902  —  Amount  of 
interest  4J  per  cent,  paid  by  J.  R.  Hegeman  to 

Vermilye  &  Company 8,144 .  34 

Received  in  rebate  of  interest  to  1%  per  cent 5,429.56 

Qiiarterly  account  March  30,  1903 — Amount  of  in- 
terest 4%  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 
milye &  Company 9,209.93 

Received  in  rebate  of  interest  to  1%  per  cent 6,131.95 

Quarterly  account  June  30,  1903 — Amount  of  interest 

paid  by  J.  R.  Hegeman  to  Vermilye  &  Company.  .        1,201.80 

Received  of  rebate  of  interest  to  1%  per  cent 6,801.20 

Quarterly  account  to  September  30,  1903 — Amount 
of  interest  4%  per  cent,  paid  by  J.  R.  Hegeman 

to  Vermilye  &  Company 10,354.80 

Received  in  rebate  of  interest  to  1%  per  cent. . .        6,903.20 

Quarterly  account  to  December  31,  1903 — Amount'of 
interest  4i/^  per  cent,  paid  by  J.  R.  Hegeman  to 

Vermilye  &  Company 8,645.70 

Received  in  rebate  of  interest  to  1%  per  cent 5,763.81 

Quarterly  account  to  March  31,  1904 — Amount  of  in- 
terest 4%  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 
milye &  Company 8,246.01 

Keceived  in  rebate  of  interest  to  1%  per  cent 5,524.00 
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Quarterly  account  June  30,  1904 — Amount  of  inter- 
est 4%  per  cent,  paid  by  J.  R.  Hegeman  to  Ver- 

milye  &  Company $8,645.87 

Received  in  rebate  of  interest  to  1%  per  cent 5,763.91 

Quarterly  account  September  30,  1904 — Amount  of 
interest  4%  per  cent,  paid  by  J.  K.  Hegeman  to 

Vermilye  &  Company 9,199.95 

Received  in  rebate  of  interest  to  1%  per  cent 6,133.30 

Quarterly  account  to  December  31,  1904 — Amount  of 
interest  4%  per  cent,  paid  by  J.  K.  Hegeman  to 

Vermilye  &  Company 8,523.32 

Received  in  rebate  of  interest  to  1%  per  cent 5,682.14 

Quarterly  account  to  March  31,  1902^ — Amount  of  in- 
terest 4"V^  per  cent  paid  by  J.  R.  Hegeman  to  Ver- 
milye &  Company 7,733.69 

Received  in  rebate  of  interest  to  1%  per  cent 5,155.79 

Appended  to  this  is  a  note:  For  years  prior  to  1902  I  had 
paid  Vermilye  &  Co.  1^2  per  cent,  on  all  advances  in  my  per- 
sonal account  to  the  firm.  In  1902  a  change  was  made  whereby 
for  some  bookkeeping  reason  of  Vermilye  &  Company  I  was 
charged  with  4%  per  cent,  and  received  3  per  cent,  rebate. 

William  A.  Read  &  Co. 
Quarterly  account  to  June  30,  1905 — Charge  4  per 

cent $6,350.33 

I  was  credited  in  a  subsequent  account  for  rebate  of 

interest   2,381.38 

Reducing  the  actual  interest  paid  to  21/2  per  cent. 
Q.  What  led  to  the  change  in  1902,  Mr.   Hegeman?     A.  I 
have  not  the  faintest  idea. 

Q.  With  whom  did  you  make  your  arrangement  prior  to 
that  time  to  pay  Vermilye  &  Company  iVa  per  cent.?  A. 
That  was  the  amount  fixed  by  them  on  which  their  accounts 
were  made  up.  I  don't  remember  that  I  made  any  arrangement 
with  anybody.  ^ 

Q.  Who  advised  you  of  the  change  in  the  arrangement  at  the 
beginning  of  1902  ?     A.  I  would  not  say  that  anybody  did. 

Q.  Is  it  not  a  fact  that  all  your  arrangements  pertaining  to 
this  matter  were  made  with  Mr.  Read?  A.  Perhaps  they  were 
but  there  were  some  arrangements  made  which  I  had  no 
part  in. 

MR.  LINDABURY:  Would  you  mind  asking  him  whether 
those  sums  were  actually  paid  or  simply  charged  to   him   on 
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account?  I  tlimk  tlie  evidence  would  indicate  that  lie  gave  his 
check  to  them. 

Q.  It  appears  in  this  statement  opposite  each  quarter  date  that 
there  was  an  amount  of  interest  at  4%  jyefr  cent,  paid  by  you  to 
Vermilye  &  Oompaay.  Do  you  mean  by  that  that  those  pay- 
ments were  made  or  that  you  were  charged  that  amount  in  your 
account?  A.  They  charged  those  amounts  against  me  in  their 
account  to  me. 

Q.  And  you  settled  with  them  from  time  to  time  according  to 
the  accounts  as  rendered,  or  made  payments  to  them  from  time 
to  time  on  account  of  your  debit  balances  if  there  were  such?  A. 
Well,  it  was  a  running  account,  Mr.  Hughes.  I  don't  quite  under- 
stand your  question. 

Q.  You  received  accounts  in  which  you  were  charged  interest 
at  4%  per  cent.?     A.  Yes. 

Q.  Then  you  received  the  checks  for  the  amounts  which  is  here 
stated  to  have  been  received  in  rebate  of  interest  to  1%  per  cent.  ? 
A.  Yes. 

Q.  And  those  checks  were  checks  of  individual  members  of 
the  firm?     A.  They  were. 

Q.  After  or  beginning  with  June  30,  19.02?  A.  Wone  of  them 
were  Mr.  Eead's  checks.  That  was  the  rate  that  had  prevailed 
for  many  years  prior  to  that — prior  to  1902  when  this  began. 

Q.  You  have  produced  here  a  transcript  of  your  account  with 
Vermilye  &  Company  from  December  31,  1904-,  to  March  1, 
1905?     A.  To  March  30,  I  think— at  the  end  of  the  quarter. 

MR.  HUGHES:  I  will  have  these  marked  for  identification. 

(Statements  marked  Exhibits  342  and  343  respectively  for 
identification.) 

Q.  I  am  informed  that  these  are  the  original  transcripts  of  ac- 
count rendered  by  the  firm  of  Vermilye  &  Company?  A.  They 
are. 

Q.  Showing  youT  transactions  during  that  period?  A.  They 
are. 

Q.  And  this  is  the  statement,  the  combined  accounts  or  the 
various  transactions  combined  in  one  account  to  which  you  referred 
in  your  testimony  on  Friday  last  ?     A.  Yes,  sir. 

Q.  ISTow  in  taking  this  first  page  of  accounts  marke<l  Exhibit 
342  for  identification  and  running  from  December  3.1st,  down 
to  March  31st,  1902,  I  see  at  the  head  of  the  account — "At  IV^ 
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per  cent,  interest " — 1^-3  per  cent,  interest  and  I  see  on  the  debit 
side  is  the  last  item  in  the  quarterly  account  for  this  period  — 
''  Interest  6  per  cent."     A.  What  is  the  rest  of  it? 

Q.  Is  there  a  rest  of  it  ?     A.  One-quarter. 

Q.  These  are  quarterly  accounts?  A.  Six  per  cent,  is  not  car- 
ried out. 

Q.  Of  course  not  because  it  is  a  quarterly  account  and  at  the 
rate  of  six  per  cent,  per  annum  would  be  how  much  for  three 
months  ?  A.  I  don't  think  I  understand  you,  Mr.  Hughes.  The 
account  was  first  made  up  by  them  at  the  rate  of  six  per  cent. 
That  is  the  custom  on  the  street  with  all  houses. 

Q.  You  don't  mean  six  per  cent,  for  three  months  ?  A.  At  that 
rate — at  the  rate  of  6  per  cent,  for  three  months— merely  made 
up  for  the  purpose  of  calculation.  Then  when  they  made  up  they 
took  one-quarter  of  it  and  charged  it  against  me. 

Q.  The  point  is  where  it  says  interest  at  6  per  cent,  and  one- 
quarter,  you  mean  it  was  eomptited  at  the  rate  of  six  per  cent.? 
A.  For  purposes  of  their  own. 

Q.  Then  the  charge  e^ntered  against  jou  was  one-quarter  of  the 
amount  at  the  rate  of  6  per  cent,  per  annum  ?    A.  Yes. 

Q.  Then  beginning  with  the  account  on  June  30,  1902 

A.  Immediately  preceding  the  others. 

Q.  Immediately  succeeding — beginning  with  the  account 
June  30,  1902,  and  continuing  until  March  31,  1905,  -the  ti-ans- 
cripts  marked  Exhibit  343  for  identification  are  headed  4^  per 
cent. 

MR.  LINDABURY:  Pardon  me.  I  think  your  question 
and  the  witness'  answer  here  leaves  it  as  if  he  really  paid  at  the 
rate  of  6  per  cent,  per  annixm,  when  he  did  not. 

_  ME.  HUGHES:  'So.  The  answer  does  not  leave  it  in 
that  way,  Mr.  Lindabury,  the  answer  leaves  it  that  the  ac- 
counts down  to  March  31,  1902,  were  charged  with  interest 
calculated  at  the  rate  of  6  per  cent,  and  then  the  charge  limited 
to  a  quarter  of  the  amount  that  reached  tlie  interest  charged 
at  the  rate  of  1^  per  cent,  per  annum.  Now  that  is  entirely 
clear. 

Q.  And  now  we  are  taking  up  the  next  page  of  accounts, 
Exhibit  343  for  identification,  and  there  we  find  the  heading 
4i  per  cent,  interest,  Mr.  Hegeman?     A.  Yes,  sir. 
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Q.  And  at  the  end  of  each  quarter  we  find  in  the  account 
interest  calculated  as  before  ?    A.  Always  in  six  to  start  with. 

Q.  Interest  calculated  at  the  amount  of  4^  per  cent,  per 
annani^     A.  Yes,  sir. 

Q.  And  then  you  have  a  pencil  memorandum  showing  the 
amount  of  rebate  to  reduce  it  to  1^.  per  cent.?  A.  Yes,  I  think 
that  is  on  every  account. 

Q.  Is  it  to  be  inferred  from  that  that  when  you  got  the 
traiisci'ipt  of  accounts  quarterly  they  were  accompanied  by 
a  check  in  each  instance  for  the  rebate  of  interest?  A.  They 
were  not,  but  within  a  week  or  two  the  check  came. 

C^.  And  then  vou  noted  it  upon  the  transcript  of  account? 
A.  I  did. 

Q.  I  notice  in  this  account  certain  references  to  payments  on 
account  of  syndicate  subsciiptions. 

Q.  Did  all  your  syndicate  operations  figure  in  this  account  with 
Vcrniilyt  &  Company?  A.  I  think  they  did,  Mr.  Hughes,  but 
I  am  not  positive. 

Q.  Have  you  a  statement  of  your  syndicate  participations 
prepared. 

ME.  FISKE:  Yes. 

MR.  HUGHES:  While  that  is  being  looked  up,  if  you  will 
withdraw  for  a  moment,  I  will  ask  Mr.  Hollister  a  question  or 
t  wo. 

GEOEGE  T.  HOLLISTEE,  called  as  a  witness,  being  duly 
swom,  te.stified  as  follows: 

BY  ME.  HUGHES: 

Q.  Yovi  were  a  member  of  Vermilye  &  Company?  A.  Yes, 
iir. 

Q.  Down  to  the  time  of  this  dissolution,  March  31st,  last? 
A.  Yes,  sir.  ^ 

Q.  There  is  evidence  here  of  certain  payments  having  been 
made  in  rebate  of  interest  on  the  account  of  J.  E.  Hegeman. 
Are  you  familiar  with  those  payments?  A.  Not  entirely,  no, 
sir. 

Q.  Did  you  make  any  of  them?  A.  To  the  best  of  my  recol- 
lection I  make  one.  I  may  have  made  more.  I  only  remem- 
ber one. 
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A  VOICE :    You  made  one  as  far  as  I  can  find. 

Q.  Was  it  the  practice  to  draw  checks  for  the  amounts  of 
these  rebates  to  individual  members  of  the  firm,  who  in  turn 
turned  them  over  to  Mr.  Hegeman  ?  A,  I  don't  know  that  I  just 
understand  your  question. 

Q.  Well,  state  the  manner  in  which  the  payment  was  made  to 
Mr.  Hegeman,  which  you  yourself  are  familiar  with  ?  A.  Mr. 
Palmer,  the  bookkeeper,  brought  in  a  check  to  me  to  my  order,  and 
asked  me  to  send  my  individual  check  to  Mr.  Hegeman,  which  I 
did,  as  a  rebate  of  interest. 

Q.  Did  you  know  why  that  was  done  ?  A.  I  think  the  reason 
was  that  we  did  not  care  to  have  the  clerks  know  what  special  rates 
of  interest  we  charged  special  clients. 

Q.  Did  you  yourself  make  the  arrangement  here  with  Mr. 
Hegeman  for  the  rate  of  interest  ?    A.  ISTo,  sir. 

Q.  What  member  of  your  firm  had  charge  of  Mr.  Hegeman's 
accoimt,  or  made  the  arrangements  pertaining  to  it  ?  A.  Mr.  Wil- 
liam A.  Kead. 

Q.  So  far  as  you  know  did  any  other  member  of  the  firm 
ever  have  anything  to  do  with  fixing  the  amount  of  the  rate  of  in- 
terest in  his  account  ?    A.  No,  sir. 

Q.  Do  you  know  what  reason  there  was  for  allowing  Mr. 
Hegeman  to  carry  his  account  at  one  and  one-half  per  cent, 
interest  to  make  these  rebates  ?  A.  I  would  not  say  I  know  any 
special  reason,  excepting,  Mr.  Hegeman  was  a  valuable  customer 
and  client  of  ours. 

Q.  Was  it  on  account  of  the  volume  of  business  which  was 
transacted  through  your  firm  ?  A.  Probably  that  is  the  best  way  of 
putting  it,  sir. 

Q.  Who  handled  the  business  of  the  Metropolitan  Life  In- 
surance Company  in  your  firm  ?    A.  Mr.  William  A.  Eead. 

Q.  Did  any  other  member  of  the  firm  have  anything  to  do  with 
it  ?    A.  Not  to  my  knowledge. 

ME.  HUGHES:  Have  you  any  questions  to  ask,  Mr.  Chair- 
man? 

THE  CHAIRMAN:  None.  I  would  like  to  see  that  memO' 
irandum. 

Q.  Mr.    Hegeman's    individual    account    was    an    account    in 
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volume  of  say  about  half  a  million  dollars  on  the  average  ?    A.  I 
could  not  tell  you  that,  sir. 

MR.  HUGHES :  That  is  all,  Mr.  Holister.  Mr.  Palmer,  will 
you  take  the  stand. 

GEORGE  W.  PALMER,  resumes: 

BY  MR.  HUGHES: 

Q.  I  have  been  furnished  by  Mr.  Hegeman  with  a  statement 
of  the  checks  drawn  to  him  for  rebates  of  interest.  Will  yoii 
tell  me  what  the  practice  was  with  regard  to  those  payments 
in  the  firm  of  Vermilye  &  Company  I  A.  The  practice  was  after 
the  31st  of  March,  1902,  that  is,  for  the  quarter  ending  June  30, 
1902,  to  draw  a  check  to  the  order  of  some  member  of  the  firm  for 
the  difference  between  four  and  one-half  per  cent,  which  Mr. 
Hegeman  was  charged  and  one  and  one-half  per  cent.,  in  other 
words,  three  per  cent. 

Q.  Can  you  give  me  a  statement  of  the  members  of  the  firm 
to  whom  the  checks  indicated  on  Exhibit  341  were  drawn  ? 
A.  After  I  received  my  subpoena  Saturday,  I  went  through 
the  books  to  ascertain,  if  possible,  the  names  to  whom  those 
checks  were  drawn.  I  have  here  a  memorandum,  which  I  be- 
lieve to  be  correct.  I  have  examined  the  checkbook,  excepting 
in  one  instance,  I  did  not  have  time. 

Q.  Please  read  it.  A.  Check  drawn,  June  28,  1902,  A.  S. 
Eairchild. 

Q.  Give  the  amount  so  we  can  check  it  ofE?  A.  $4,917.44. 
September  30th,  A.  S.  Fairchild,  $5,370.44,  December  31st, 
George  Strowbridge  HoUister,  $5,429.56. 

March  31,  1903,  A.  S.  Eairchild,  $6,139.95. 

June  30th,  George  D.  Mackay,  $6,801.20. 

September  30th,  A.  S.  Fairchild,  $6,903.20. 

January  2,  1904,  A.  S.  Fairchild,  $5,763.79. 

March  31st,  George  D.  Mackay,  $5,524. 

September  30th,  George  D.  Mackay,  $6,133.30. 

December  31st 

Q.  Did  you  read  June  30th?  A.  I  skipped  that  by  mistake. 
I  have  not  the  memorandum  here.  I  must  have  omitted  it  in 
making  the  transcript. 

Q.  Go  on  ?    A. 
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Becember  31,  1904,  A.  S.  Fairchild,  $5,682.14, 

March  31st,  W.  A.  Eead,  $5,155.79. 

Q.  Is  Mt.  Fairchild  a  member  of  the  firm  of  Mackay  &  Com- 
pany?    A.  JSTo,  sir. 

Q.  Is  he  a  member  of  the  firm  of  William  A.  Eead  &  Com- 
pany ?  A.  No,  sir,  not  to  mj  knowledge.  He  retired  from,  busi- 
ness altogether  on  March  31st. 

A  VOICE :  I  think  he  was  a  member. 

THE  WITNESS :  He  was  a  member,  yes,  sir. 

Q.  Yes,  but  I  have  reference  now  to  Mackay  &  Company  and 
William  A.  Eead  &  Company. 

ME.  LIlSrDABUEY :  He  was  a  member  of  Vermilye  &  Com- 
pany when  those  checks  were  drawn. 

ME.  HUGHES  :  I  was  inquiring  as  to  William  A.  Eead  &  Com- 
pany and  Mackay  &  Company. 

Q.  Who  instructed  you  to  prepare  these  checks  to  the  order  of 
the  partners  for  these  various  amovints?  A.  I  don't  know  who 
gave  me  the  orders  in  the  first  instance.'  I  cannot  remember.  It 
is  over  three  years  ago  and  I  have  no  means  of  fixing  it  in  my 
mind. 

Q.  Do  you  recall  whether  it  was  Mr.  HoUister?  A.  I  could 
not  say.  I  presume  it  was  Mr.  Fairchild,  because  the  first  check 
was  drawn  to  him ;  that  it  the  only  reason  I  have  for  thinking  so. 

Q.  Did  you  know  anything  about  the  disposition  of  the  checlcs 
after  they  were  received  by  the  various  partners?  A.  I  have 
only  had  time  or  opportunity  to  trace  one  of  them.  The  last  one 
happened  to  be  accessible,  and  that  was  drawn  to  the  order  of  W. 
A.  Eead,  and  was  deposited  in  his  individual  account  with  Ver- 
milye &  "Company,  What  disposition  was  made  of  the  others  I 
have  no  knowledge  at  all. 

Q.  Well,   did  the  books  of  Vermilye  &  Company  show  any- 
thing more  than  that  the  checks  for  the  amounts  you  have  stated, 
being  rebates  of  interest  upon  Mr.  Hegeman's  account,  were  drawn  , 
to  various  members  of  the  firm  ?     A.  No,  sir,  they  did  not  to  my 
knowledge;  I  am  very  sure  they  did  not. 

Q.  Your  books  do  not  show  that  the  moneys  were  paid  to  Mr. 
Hegeman  ?     A.  No,  sir,  in  no  instance  to  my  knowledge. 
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Q.  Were  these  checks  on  Vermilye  &  Company?  A.  The 
checks  were  on  various  banks  with  whom  we  had  our  accounts. 

Q.  The  account  between  Mr.  Hegeman  and  Vermilye  &  Com- 
pany was  in  his  individual  name  ?     A.  Yes,  sir. 

Q.  And  so  far  as  the  transactions  embraced  in  the  account  were 
_  concerned,  Vermilye  &  Company  knew  no  one  else  but  Mr.  Hege- 
man ?     A.  'No,  sir,  not  to  my  knowledge. 

ME.  HUGHES:  That  is  all.  Mr.  Hegeman,  will  you 
resume. 

JOHN  R  HEGEMAN,  resumed: 

MR  HUGHES :  I  now  offer  in  evidence  the  statement  of  Mr. 
Hegeman's  syndicate  pg,rticipations  as  made  by  him. 

(Paper  marked  Exhibit  No.  344  and  read  by  Mr.  Hughes.) 

Q.  I  assume  when  you  say  that  they  bought  bonds  you  mean 
they  bought  bonds  from  the  syndicate  managers  ?     A.  Yes,  sir. 

Q.  Have  you  a  statement  of  the  profits  derived  from  these 
various  syndicate  participations,  Mr.  Hegeman  ?  A.  I  have  not, 
Mr.  Hughes,  but  as  I  certified  last  week,  they  have 

MR  LINDABURY:    Yes,  we  have  it  here. 

(Produ'cing  paper.) 

THE  WITNESS:  I  certified  they  had- netted  me  about  $48,- 
000  in  the  ten  years. 

MR  HUGHES :  This  statement  I  understand  is  the  statement 
showing  the  whole  transaction  ? 

THE  WITNESS:    Yes. 

MR  HUGHES :   I  will  offer  it  in  evidence. 

(Paper  admitted  and  marked  Exhibit  No.  345.) 

ME.  HUGHES :  This  sheet  shows  your  participation,  the 
company's  participation,  the  company's  purchases,  and  the  com- 
pany's withdrawals  and  the  profits. 

MRLINDABUEY:   That  is  his  profit. 
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MR.  HUGHES:  And  losses.  Now,  under  he  heading  of 
profits  and  losses,  I  understand  that  those  are  your  profits  and 
losses  ? 

THE  WITNESS:   Yes. 

Q.  And  not  the  company's?     A.  No. 

Q.  In  the  case  of  the  AUis-Chambers  Company  the  operation 
showed  a  loss  to  you  of  $41,350.32  ?     A.  Yes. 

Q.  In  the  other  cases  the  total  profits  amounted  to  $105,- 
951.74?     A.  Yes. 

Q.  Making  the  total  profits,  $64,601.42. 

Q.  Now  appended  to  that  is  a  note  "Paid  Company  $16,- 
175.32,  leaving  net  profit  $48,426.10.  What  is  meant  by  that 
"  Paid  Company  "  ?  A.  That  was  an  anjount  which  I  covered 
into  the  treasury  of  the  company. 

MR  LINDABUEY :    Eepresenting  what  ? 

THE  WITNESS :  Representing  what  might  be  claimed  I  had 
made  out  of  the  sales  made  by  the  syndicates  to  the  company. 

Q.  When  was  that  payment  made  to  the  treasury  of  the  com- 
pany?    A.  It  was  made  in  May  or  June,  1905. 

Q.  And  in  what  manner  did  you  calculate  the  amount  of  that 
payment  ?  A.  That  calculation  was  made  up  by  my  bookkeeper, 
and  it  was  based  on  a  proportion  of  the  profits  in  a 
general  way,  the  proportion  of  profits  made  by  the  syndicate  on 
the  transactions  as  applicable  to  that  portion  of  the  sale  made  to 
the  company. 

Q.  Well,  your  share  of  the  profits  derived  by  the  syndicate 
through  the  company's  purchases?  A.  That  was  the  amount  I 
covered  into  the  company's  treasury. 

MR.  LINDABURY :   With  interest. 

THE  WITNESS :   With  interest  at  6  per  cent. 

Q.  Can  you  state  what  led  you  to  make  the  payment  in  May 
or  June,  1905  ?  A.  Yes,  sir.  It  grew  out  of  the  discussion  which 
arose  over  Equitable  matters.  I  have  not  before  that  perceived 
any  violation  of  law  or  morals,  nor  since,  in  doing  Avhat  I  did, 
but  when  that  situation  came  up  and  I  looked  at  the  question 
renewpdly  and  callevi  to  my  help  the  advice  of  several  friends, 
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none  of  them  said  they  could  perceive  any  impropriety  on  my 
part,  except  one,  and  he  said,  while  there  is  nothing  wrong  in 
what  you  have  done  as  far  as  I  can  see,  if  others  make  it  doubt- 
ful why  not  give  the  doubt  to  the  company?  But  I  would  not 
admit  any  doubt.  I  do  not  now.  At  the  same  time,  I  decided 
to  give  the  company  whatever  benefit  may  come  from  it,  and  as 
I  said  before,  I  did  cover  into  the  treasury  any  profits  that  the 
most  exacting  might  claim  I  had  made  in  these  syndicate  sales. 
I  looked  upon  them,  if  you  will  permit  me,  Mr.  Hughes,  in  this 
way :  There  are  various  banks  in  this  city  who  buy  up  the  whole 
issues  of  railroad  bonds  and  then  sell  them  to  the  investing  pub- 
lic. If  I  should  stand  to  buy  ten  shares  in  one  of  those  banks 
and  the  Metropolitan  should  buy  100,000  shares  of  the  par  value 
of  one  of  those  issues  presumably  the  bank-  selling  the  security 
made  a  profit.  That  profit  would  go  into  the  funds  which  made 
up  their  divided  profits,  and  part  of  that  dividend  would  come 
to  me  on  my  ten  shares  of  stock,  and  I  could  not  for  the  life  of  me 
see  that  I  was  taking  an  advantage  in  my  position  and  commit- 
ting any  impropriety  in  accepting  my  dividend  on  the  bank's 
stock.  Or  take  a  case  like  this,  I  at  one  time  owned  100  shares 
of  Ifnited  States  Steel  stock  when  it  was  paying  4  per  cent, 
dividend. 

They  were  bidders  for  the  steel  work  on  one  of  our  buildings 
at  Madison  Square.  Whether  or  not  they  got  it  I  do  not  re- 
member now,  but  that  is,  by  the  way.  But  if  they  took  it,  they 
presumably  made  a  profit,  and  that  profit  went  into  their  divi- 
dend fund,  and  my  share  in  that  dividend,  one  per  cent,  a  quarter 
came  out  in  that  way.  I  could  not  see  in  that  case  that  I  had 
committed  any  impropriety  whatever,  or  taken  any  advantage 
of  my  position,  or  done  anything  wrong  which  could  be  justly 
criticised.  It  seems  to  me,  in  these  syndicate  matters,  in  which 
I  have  no  voice,  and  have  had  none  in  the  control  of  anything 
that  related  to  them,  it  was  in  the  hands  of  others  to  whom 
they  should  sell  or  what  price,  or  anything  relating  to  it  was  en- 
tirely out  of  my  control.  I  was  in  the  position  of  a  minority 
stockholder  in  a  corporation  without  a  director,  and  I  have  never 
been  able  to  see  yet  why  there  was  any  good  reason  why  because 
a  man  who-  was  fortunate  or  unfortunate  enough  to  be  a  life  in- 
surance company  president  should  be  shut  out  of  those  profits, 
which  an  ordinary  man  should  be  permitted  to  participate  in. 

Q.  We  have  had  a  great  deal  of  evidence  on  this  subject,  and 
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as  our  time  is  very  limited,  it  is  impossible  for  us  now  to  go  fur- 
ther into  a  discussion  of  these  transactions  which  have  been  very 
fully  ventilated  and  considered.  Of  course  you  understand 
that  it  is  undesirable  for  an  insurance  official  to  bie  making 
money  through  the  purchases  made  by  his  company?  A.  Well 
1  cannot  say  —  joxi  say  you  consider  it  inadvisable  or  undesirable  ? 

Q.  Undesirable,  yes.  A.  It  does  not  seem  to  me  that  I  was  doing 
a  wrong  and  if  I  had,  I  would  not  have  done  it. 

Q.  "Well,  we  will  not  —  we  have  for  example  here  in  October 
last  a  participation  by  the  company  of  five  hundred  thousand  dol- 
lars in  the  syndicate  of  the  Wabash  Pittsburg  terminal,  and  a 
participation  by  yourself  in  the  same  syndicate  to  the  extent  of 
$150,000.  It  appears  from  your  statement  that  the  Metropolitan 
Life  Insurance  Company  purchased  $1,665,000  of  the  bonds  of 
that  company,  and  of  course  through  that  purchase  swelled  the 
profits  of  the  syndicate  which  were  divided  according  to  the  re- 
spective subscriptions.  You  understood  that  perfectly?  A.  Yes, 
but  the  fact  that  I  was  in  that  syndicate  had  no  bearing  directly 
or  remotely  to  any  extent  with  my  dealings  with  those  syndi- 
cates. 

Q,  It  did  not  affect  your  judgment  in  any  way  ?  A.  Not  in 
the  least. 

Q.  Do  you  recall  certain  questions  having  been  addressed  to 
your  insurance  company  in  company  with  others  with  regard  to 
the  methods  of  your  company  and  the  benefits  derived  by  officers 
from  the  transactions  of  your  company,  the  questions  having  come 
from  certain  insurance  commissioners,  including  the  Insurance 
Commissioner  of  Tennessee. 

Iffi.  LINDABUEY:    What  date? 

MR.  HUGHES:    This  year. 

Q.  following  upon  the  disclosures  of  the  Equitable  Life  As- 
surance Society,  as  I  recollect  it?  A.  I  think  I  do  recall  such 
questions. 

Q.  A  series  of  questions  I  understand  were  propounded  to 
various  companies,  and  their  answers  have  been  published.  I 
have  not  the  pamphlet  here,  but  I  have  the  Journal  of  Commerce 
and  Commercial  Bulletin  of  Tuesday,  July  11th,  1905,  purport- 
ing to  give  the  answers  to  these  questions  on  the  part  of  your 
company.     The  answer  to  the  first  question  is  this:     "Neither 
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from  any  past  or  present  purchases  or  sales  of  securities  by  the 
company  has  any  officer  any  benefit  personally.  The  company 
lias  received  every  such  benefit  and  all  of  it."  That  question  was 
answered  in  that  manner  after  you  made  the  payment  to  which 
you  referred  and  was  intended  to  present  the  situation  as  it  existed 
at  the  time  and  not  as  it  had  existed  ?  Is  that  so  ?  A.  As  it  existed 
at  the  time  ? 

Q.  At  the  time  the  answer  was  made?    A.  Yes. 

Q.  It  was  not  intended  in  that  answer  to  say  that  no  ofiicer  had 
in  the  past  received  such  benefits  ?    A.  It  was  not. 

Q.  Keferring  to  the  syndicate  participation  mentioned  in  Ex- 
hibit 345,  the  purchase  there  stated  are  all  purchases  of  the  com- 
pany and  the  withdrawals  there  stated  are  all  withdrawals  of  the 
company,  are  they  not  ?    A.  Where  it  so  states. 

Q.  Well,  I  want  to  be  sure  that  I  understand  the  paper  cor- 
rectly ?_  A.  It  says  company's  purchases  and  company's  with- 
drawals. 

Q.  Did  you  purchase  any  of  the  bonds  in  any  of  these  syndi- 
cates-from  the  syndicate  managers?    A.  I  did. 

Q.  In  what  case  ?  A.  The  only  case  I  recall  is  that  of  the  AUis- 
Chalmers,  where  I  withdrew  my  subscription. 

Q.  That  was  because  you  had  to,  was  it  not,  that  the  syndicate 
subscribers  were  called  upon?    A.  I  won't  say  that. 

Q.  E^ow,  did  you  buy  at  any  time  any  of  the  securities  on  mar- 
gin which  were  the  subject  of  the  syndicate  operations  mentioned 
in  the  paper?    A.  I  think  not. 

Q.  Did  you  at  any  time  buy  or  sell  securities  on  margin  in  youi 
account  with  Vermilye  &  Company,  which  securities  were  dealt 
in  by  the  Metropolitan  Life  Insurance  Company— I  do  not  mean 
the  particular  securities  that  you  bought  or  sold  on  margin  were 
dealt  in  by  the  Metropolitan  Life  Insurance  Company,  but  did 
you  buy  or  sell  on  margin  securities  of  the  same  class  or  kind  or 
same  issue?    A.  I  cannot  say,  but  I  think  not. 

Q.  I  understand  that  you  desire  to  miake  a  statement  with 
regard  to  the  values  of  certain  securities  which  were  mentioned 
on  Friday  last;  if  so  you  may  do  so  at  this  time. 

MK.  LINDABTJEY:    The  explanation  that  you  asked  for? 

MR.  HUGHES:    Yes. 

MR.  LINDABUIIY:  We  said  that  we  would  funish  it  if  you 
gave  us  the  opportunity. 
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ME.  HUGHES :    You  have  had  the  opportunity. 
MR.  LINDABURY:    We  will  furnish  the  explanation. 
MR.  HUGHES:    "We  want  to  hear  what  it  is. 

THE  WITNESS:  This  is  with  respect  to  the  sale  of  certain 
securities. 

MR.  LINDABURY :   The  paper  you  have.  '' 

THE  WITNESS:  The  first  one  you  asked  about,  the  Minne- 
apolis Street  Railway  and  St.  Paul  City  5's,  due  in  1928.  Those 
bonds  I  would  say  were  sold  through  Messrs.  W.  A.  Read  &  Com- 
pany during  April  and  May,  1905,  on  commission  at  the  price 
of  107  to  107^  and  accrued  interest  net.  The  prices  quoted  in 
the  Commercial  and  Einancial  Chronicle  referred  to  April  8, 
1905,  108,  and  May  13,  109|,  were  for  totally  different  bonds, 
namely  the  Minneapolis  Street  Railway  first  mortgage  5's,  due 
1919..  The  quotation  in  the  Commercial  and  Financial  Chronicle 
of  April  8th,  1905,  and  May  6th,  1905,  is  105  bid  and  1074 
asked. 

Q.  Go  on,  Mr.  Hegeman.  A.  The  next  was  the  case  of  $200,- 
000  Cincinnati,  Indianapolis  and  Western  4's  sold  April  7,  1905. 
Those  bonds  were  sold  on  commission  by  Messrs.  Read  &  Com- 
pany at  97%,  and  accrued  interest  net.  The  interest  date  is  Janu- 
ary and  July.  97:^  and  accrued  interest  therefor  on  April  6th 
is  equivalent  to  a  flat  price  a  little  better  than  98^.  The  quo- 
tation read  from  Commercial  and  Financial  Chronicle  is  as  of 
April  8,  98  bid  and  98^  asked.  Those  quotations  are  flat  prices. 
The  net  cost  obtained  was  therefore  a  quarter  per  cent,  over 
the  bid  price.  Another  case  was  $200,000  Minneapolis,  St.  Paul 
and  Sault  Ste.  Marie  consolidated  4's,  due  in  1938.  Those  bonds 
Avere  sold  on  May  18th,  1905,  at  par  and  accrued  interest  net, 
equivalent  to  a  little  over  102^  flat.  The  quotations  from  the 
Commercial  and  Financial  Chronicles  of  May  13,  1905,  are  sales 
at  101  and  from  that  of  May  20th,  1905,  lOlf  bid,  week's  range 
last  sale  101^.  Inasmuch  as  those  bonds  were  sold  at  101-|  flat 
net,  they  brought  a  little  more  than  the  quoted  market  price. 

BY  MR.  LINDABURY: 

Q.  You  say  to  whom  those  were  sold  or  how  they  were  soldi? 
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A.  In  the  first  two  cases  I  said  they  were  sold  on  commission 
through  William  A.  Read  &  Company. 

Q.  How  was  the  last  ?    A.  The  record  does  not  show. 

Q.  It  was  in  fact  through  William  A.  Read  &  Company  and 
not  to  William  A.  Read?    A.  Through.    Inasmuch  as  those  bonds 

were  sold  at  lOlJ  flat  net 

,  Q.  That  shows  that  it  was  through  less  commission.  A.  Yes, 
it  was  through  them.  They  brought  a  little  more  than  the  quoted 
market  price. 

Q.  Go  on.  A.  Then  I  have  here  the  other  paper,  Mr.  Hughes, 
on  the  annual  statement  of  securities,  the  market  values.  $500,- 
000  Detroit  United  Railway  consolidated  mortgage  4%  per  cent, 
bonds.  Those  bonds  were  purchased  from  Vermilye  &  Company 
December  22d,  1904,  at  94  and  accrued  interest,  namely  principal 
$47,000,  interest  on  $500,000  for  five  months  and  21  days 
$10,687.50;  total  $480,687.50,  which  is  about  96y2  flat.  The 
valuation  of  those  bonds  given  as  of  December  31,  1904,  $482,500 
is  at  96%  flat,  equivalent  to  94%  and  accrued  interest. 

Q.  Go  on.  A.  The  quotation  read  from  the  Commercial  and 
Financial  Chronicle  of  January  7,  1905,  is  94  bid  and  95  asked, 
but  those  are  prices  for  the  bonds  with  interest  accrued  from 
January  1st  only  and  exclusive  of  2^  per  cent,  paid  January 
1st,  1905. 

BY  MR.  HUGHES: 

Q.  Pardon  me  a  minute.  I  want  to  have  this  exactly  right 
and  to  make  as  public  as  possible  any  correction  that  may  be 
needed  in  the  testimony.  Now,  in  order  that  I  may  understand 
it,  I  understand  your  point  to  be  that  the  price  bid  in  the  Com- 
mercial and  Financial  Chronicle  is  a  flat  price  —  in  other  words, 
that  when  the  Commercial  and  Financial  Chronicle  says  94  bid 
95  asked  it  means  what?  A.  It  means  in  some  cases  that  it  is 
a  flat  price  and  others  not. 

Q.  Well,  you  have  just  made  a  statement  about  the  Detroit 
United  Railway;  you  say  that  the  purchaser  pays  or  does  not 
pay  the  interest  in  addition  to  the  price  of  94  bid  and  95  asked. 

MR.  FISKE :  What  month  is  that  —  the  month  you  are  read- 
ing from  the  Financial  Chronicle? 

MR.  HUGHES:  It  is  the  record  of  December  31st,  January 
number. 
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MK  FISKE:    That  means  interest  from  January  1st. 

MR.  MILBURN" :  The  quotations  on  the  Stock  Exchange  on 
the  stock  list  are  always  flat  price,  that  is,  they  include  the  ac- 
crued interest.  When  outside  securities  are  quoted,  that  is,  out- 
side according  to  the  Stock  Exchange,  like  city  bonds  and  outside 
street  railway  bonds  or  other  bonds  of  that  character,  they  are 
always  quoted  at  so  much  and  accrued  interest. 

BY  MR.  HUGHES: 

Q.  We  want  to  know  how  much  this  Commercial  and  Financial 
Chronicle  quotation  is.  I  understand  the  witness  to  say  that  the 
quotation  of  Detroit  United  Railways  of  December  31st,  1904, 
was  a  flat  quotation.  I  want  to  know  what  he  says  and  what 
he  has  not  said  on  that  subject  —  what  is  it?  A.  I  said  the 
quotation  bidding  from  the  paper  of  January  7,  1905,  is  94  bid 
and  95  asked,  was  the  price  for  the  bonds  with  interest  for  seven 
days  accrued  only  from  January  1st,  but  exclusive  of  the  2^  per 
cent,  paid  on  that  day. 

Q.  Is  that  the  fact  as  you  understand  it  ?    A.  So  I  believe  it. 

Q.  Now,  looking  at  that  Detroit  United  Railway  I  find  a  mark 
opposite  that  with  a  footnote  which  shows  that  the  price  of  94 
bid  and  95  asked  is  not  a  flat  price;  that  the  purchasers  are 
always  paid  accrued  interest.  Now  I  understand  you  to  say 
that  the  accrued  interest  on  that  is  only  from  January  1st;  but 
my  understanding  of  these  quotations  in  this  number  under  this 
head  was  that  they  were  giving  the  values  as  of  December  31st 
and  therefore  that  as  of  that  date  the  price  was  not  a  flat  price 
but  that  the  accrued  interest  was  to  be  paid.  Is  or  is  not  that 
to  be  paid?  A.  You  are  speaking  of  the  value  entered  in  our 
security  list? 

Q.  ISTo,  I  am  speaking  of  this  quotation  in  the  Commercial  and 
Financial  Chronicle  which  I  suppose  was  a  quotation  of  value 
as  of  December  31st,  and  in  the  case  mentioned  was  not  a  flat 
price,  but  in  addition  to  that  price  the  purchaser  had  to  pay 
accrued  interest  ?     A.  I  understand  that  quotation  as  a  flat  price. 

Q.  If  you  notice  the  sign  opposite  Detroit  United  Railway  in 
the  quotation  and  the  net  below  you  will  see  the  purchaser  also 
pays  accrued  interest,  and  the  note  above  you  will  see  the  price 
marked  there  and  the  sign  indicating  that  the  purchaser  has  to 
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pay  the  accrued  interest  in  addition  to  the  price  given?  A. 
What  is  the  quotation  there? 

Q.  94  bid  and  95  asked?  A.  If  94  bid  and  he  has  got  to  pay 
accrued  interest  he  has  got  to  pay  2^  per  cent,  more;  that  is 
96-|. 

Q.  Then  the  point  is  that  your  prices  are  flat  prices  ?    A.  Yes. 

Q.  Let  us  have  the  record  perfectly  clear  upon  it  so  that  we 
can  go  over  it  and  ascertain  just  what  comparison  should  be 
made  ?  A.  Our  prices  that  v^e  quoted,  Mr.  Hughes,  I  understand 
to  be  the  flat  prices  including  the  accrued  interest. 

Q.  Now,  do  I  understand  that  on  December  31st,  1904,  when 
you  made  up  your  values  of  securities  you  included  in  those 
values  the  account  upon  interest  due  on  that  day?  A.  We  did, 
and  we  took  no  credit  for  accrued  interest  on  any  of  these  bonds 
in  the  statement. 

Q.  You  took  no  credit  for  accrued  interest  to  put  it  in  your 
value?  A.  'No,  there  were  two  ways  in  which  the  statenjent 
might  be  made  up — the  flat  price  which  included  the  accrued 
interest  when  it  was  offered  under  market  values  or  in  the  price 
plus  accrued  interest. 

Q.  So  you  made  up  your  statement  of  values  putting  in  the 
accrued  interest  on  all  your  bonds?  A.  Yes.  It  brought  up 
the  same  results  to  a  penny. 

Q.  And  not  taking  credit  for  any  interest  anywhere  else  in 
your  statement?  A.  Not  a  dollar.  One  more:  250,000  Min- 
neapolis Street  Railway  &  St.  Paul  City  Eailway  5  per  cent, 
bonds  due  1928.  The  same  explanation  applies  to  those  bonds 
as  to  those  last  referred  to.  They  were  purchased  December 
14th,  1904,  at  102^  and  accrued  interest  net,  the  principal 
amounting  to  $256,250  and  accrued  interest  for  two  months 
and  13  days,  $2,534.72,  making  a  total  of  $258,784.72  net. 
Adding  interest  from  December  14th  to  December  31st,  1904, 
would  make  the  cost  flat  price  as  on  that  date  103|.  The  valua- 
tion of  105  is  justified  by  the  fact  that  as  we  were  informed 
the  bonds  did  advance  very  rapidly,  which  is  apparent  by  the 
fact  that  the  company  sold  $500,000  of  this  issue  of  bonds  during 
the  next  four  months  at  107.  The  quotation  of  103  in  the  Com- 
mercial &  Financial  Chronicle  of  the  end  of  the  year  is  as  always 
with  the  case  with  unlisted  bonds  —  unlisted  street  railway 
bonds  the  price  excluding  accrued  interest  and  including  accrued 
interest  is  104J. 
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Q.  ISTow  is  there  any  further  explanation  on  that  head?  A. 
No,  sir. 

Q.  Now,  I  want  to  direct  your  attention  to  the  land  carried 
by  your  company  in  your  annual  report?  A.  Under  the  item 
non-ledger   items? 

Q.  Under  the  item  of  book  values  of  real  estate  $16,806,- 
932.86.  How  much  of  that  book  value  of  real  estate  is  within 
the  city  of  New  York?  Have  you  a  list  of  that?  A.  I  cannot 
say,  Mr.  Hughes. 

Q.  Have  you  a  statement  here  or  is  there  any  one A.  I 

very  quickly  can  get  at  where  the  real  estate  is. 

MR.  FISKE:  I  have  not  got  the  full  annual  statement.  It 
would  only  appear  in  the  full  annual  statement. 

THE  WITNESS :     Schedule  of  real  estate  ? 

ME.  FISKE :  I  know,  I  have  only  a  synopsis.  It  is  nearly  all 
here. 

BY  ME.  HUGHES: 

Q.  Is  it  approximately  fourteen  million  dollars  of  the  amount 
of  your  real  estate  holdings  that  represents  the  stated  value  of 
the  real  estate  in  New  York  City  ?  A.  I  think  that  is  the  amoimt 
but  I  would  not  testify  accurately.  I  can  get  the  statement  by 
telephoning  for  it. 

Q.  What  approximately  has  been  the  cost  of  the  building 
owned  by  your  company  at  Madison  Avenue  and  23rd  Street? 
A.  From  memory  I  cannot  say,  but  it  will  give  me  much  pleasure 
to  give  you  the  fact,  if  you  will  permit  me  to  telephone  up  to  them. 

Q.  In  what  department  is  the  matter  of  expenditures  on  build- 
ings taken  care  of  ?    A.  In  the  Comptroller's  department. 

Q.  And  the  Comptroller  is  Mr.  Ecker  ?    A.  He  is. 

Q.  Is  he  here  ?    A.  He  is. 

Q.  And  he  has  full  information  in  regard  to  that  matter? 
A.  Unless  he  has  gone  for  that  statement. 

MR.  FISKE :    He  has  gone  to  telephone  for  that  statement. 

Q.  What  committee  of  your  company  has  charge  of  the  build- 
ing "operations  ?  A.  The  Finance  Committee  put  the  matters 
in  the  hands  of  the  executive  officers. 
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Q.  What  executive  officer  has  direct  charge  of  it?  A.  The 
president  and  vice-president. 

Q.  What  firm  if  any  has  the  principal  contract  for  the  con- 
struction of  that  building?  A.  On  the  present  building,  Messrs. 
Heddin  &  Company. 

Q.  Is  that  a  firm  or  a  corporation  ?     A.  A  corporation. 

Q.  Who  are  the  Messrs.  Heddin — ^what  are  their  initiads  ?  A. 
I  think  they  are  the  Heddin  Construction  Company. 

Q.  Mr.  B.  P.  Heddin,  that  is  the  head  of  the  company?  A. 
I  don't  know. 

MK.  FISKE :    Charles  E.  Heddin  is  one. 

THE  WITNESS :  His  father  was  the  original  Heddin— the 
originator  of  the  company. 

ME.  EISKE  :    I  don't  think  his  father  is  living. 

THE  WITNESS :  Yes,  he  was  the  original  Heddin,  whether 
he  is  in  the  firm  now  or  not  I  cannot  say. 

BY  MR  HUGHES: 

Q.  The  firm  is  D.  J.  Heddin's  Sons  ?  A.  The  one  we  had  the 
most  to  do  with  ,was  Mr.  C.  E.  Heddin. 

Q.  Is  any  one  of  the  officers  of  your  company  related  to  any 
of  the  Messrs.  Heddin  ?    A.  Not  to  my  knowledge. 

Q.  What  is  the  basis  upon  which  the  present  building  opera- 
tions are  conducted — on  a  flat  contract  price  or  on  cost  and  per- 
centage basis  ?    A.  We  pay  Mr.  Heddin  4  per  cent. 

Q.  Cost  and  4  per  cent.  ?    A.  Yes. 

Q.  Is  that  an  economical  method  of  construction  ?  A.  We  think 
it  is. 

Q.  What  supervision  have  you  of  the  items  that  enter  into  the 
cost  as  reported  to  you  from  time  to  time?  A.  We  know  all 
the  contracts,  of  course,  that  are  made;  the  expenditures  tVat 
those  contracts  require  are  known  by  the  company's  architects 
and  by  its  comptroller. 

Q.  Is  it  not  a  fact  that  the  cost  of  the  construction  of  that 
biiilding  has  been  very  large,  relatively  ?     A.  I  should  say  not. 

Q.  Do  you  think  that  it  has  been  economically  constructed? 
A.  I  believe  it  has  been. 

Q.  Has  your  comptroller  a  statement  that  will  show  ? 
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MK.  EISKE.  Everything,  except  the  mason  and  carpenter 
■work  is  done  by  contract.  The  contracts  were  made  by  sub- 
men  under  the  masons  and  carpenters. 

Q.  Yes.  As  I  understand  it  Mr.  Heddin  is  concerned  as  con- 
tractor for  the  entire  work,  and  whatever  he  pays  under  any  sub- 
contract is  allowed  him  as  costs. 

ME.  EISKE:     That  is  right. 

ME.  HUGHES :  That  is  he  has  four  per  cent,  over  and  above 
the  cost  of  all  contracts  for  the  profit  upon  his  own  contract. 

ME.  EISKE:     Eor  his  supervision,  for  his  work. 

ME.  HUGHES:  Eor  his  supervision,  I  mean  that  is  a  payment 
over  the  cost. 

THE  WITNESS:  But  all  the  contract  work  is  under  com- 
petition. 

Q.  Do  you  personally  examine  into  these  matters  for  the  pur- 
pose of  ascertaining  whether  the  building  is  kept  within  the  proper 
limits  of  cost  ?     A.  I  have  sought  to  do  so. 

Q.  And  you  have  records  ?  A.  ISTot  so  much  of  late  since  the 
Comptroller's  Department  has  been  organized,  but  prior  to  that 
I  did. 

Q.  And  you  or  the  comptroller's  department  have  records 
which  will  show  the  rates  at  which  the  contracts  have  been  let 
and  the  amounts  which  have  been  paid  for  cost?  A.  Yes,  in 
the  course  of  construction? 

Mr.  HUGHES:  I  would  like  to  have  a  statement  prepared 
which  would  show  the  amounts,  the  contract  rates  of  the  sub- 
contracts, and  the  amounts  which  have  been  allowed  for  expenses 
in  construction  in  the  building,  of  course  classified  in  such  a  way 
as  to  give  an  understanding  of  it,  so  that  the  Committee  can  have 
the  means  of  ascertaining  the  economy  with  which  the  operations 
have  been  carried  out. 

ME.  EISKE:  Erom  what  date? 

ME.  HUGHES:  Covering  this  building  on  Madison  Avenue. 
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THE  WITNESS :  That  goes  bacik  fifteen  years.     Back  to  1890. 
Mr.  Heddin  was  not  in  the  original  building. 

MR.  HUGHES :  Have  you  also  asked  for  a  statement  of  rents  ? 

THE  WITNESS:  That  one  made  up  to  December  31st,  1904 
—  The  last  one  we  made  up — ■ — 

ME.  ECKER:  Yes,  I  can  give  it  to  you  to-day. 

BY  MR  HUGHES : 

Q.  In  connection  with  real  estate  operations,  that  is,  in  the  in- 
vestments in  real  estate,  what  broker  is  employed  by  your  com- 
pany? A.  Well,  in  the  purchase  of  the  property  in  the  Madison 
Square  section  upon  which  the  home  office  building  now  stands, 
the  brokers  as  I  remember  them,  were  Francis  S.  DriscoU,  George 
R.  Read — I  may  be  mistaken  as  to  Driscoll,  who  is  now  dead — 
been  dead  for  many  years,  but  I  think  he  was  in  the  first  purchases 
that  we  made  on  Madison  Square. 

Q.  That  was  a  number  of  years  ago?  A.  That  was  back  in 
1890  or  thereabouts. 

Q.  Well,  what  brokers  have  since  been  employed  by  your  com- 
pany generally  in  connection  with  the  investment  of  moneys  of 
your  company — purchases  or  sales  of  real  estate.  A.  In  the  pur- 
chase and  sale  of  real  estate  I  recall  no  brokers,  except  Mr.  Smith. 

Q.  Mr.  Erank  E.  Smith  ?  A.  I  think  his  name  is  Frank ;  but 
Mr.  Ecker  will  tell  you  about  that  fully. 

Q.  Is  it  a  policy  of  your  company  to  invest  largely  in  mortgages 
on  real  estate  ?     A.  It  is. 

Q.  Has  your  company  ever  owned  what  is  known  as  the  West- 
minster Hotel?     A.  It  did. 

Q.  That  was  on  the  comer  of  Irving  Place  and  16th  Street? 
A.  I  should  say  so. 

Q.  How  did  you  acquire  that  property?     A.  By  foreclosure. 

Q.  Did  you  trade  it  off  for  an  office  building  at  the  southeast 
corner  of  Fourth  Avenue  and  19th  Street?     A.  I  believe  we  did. 

Q.  When  was  that?     A.  I  don't  know. 

Q.  Well,  was  it  within  a  recent  period  1 

MR.  EOKER:  It  is  within  five  yeara. 
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THE  WITITESS  :  It  is  within  four  or  five  years. 

Q.  Is  it  within  a  year  or  two  years  ?     A.  No ;  that  is  too  hrief. 
Q.  Who  acted  on  your  behalf  in  that  trade?     I  cannot  say; 
but  the  records  will  show. 

Q.  Was  it  Mr.  Smith  ?     A.  I  cannot  say. 

ME.  EISKE :  Ecker,  you  know. 

ME.  ECKEE:    Yes,  it  was. 

ME.  HUGHES :  Suppose  you  withdraw  for  a  moment,  and  let 
Mr.  Ecker  go  on  the  stand.  Come,  Mr.  Ecker,  we.  will  examine 
you  if  you  know  about  these  matters. 

EEEDEEICK  H.  ECKEE,  being  duly  sworn,  testified  as  fol- 
lows: 

BY  ME.  HUGHES : 

Q.  How  long  have  you  been  in  charge  of  the  real  estate  of  the 
Metropolitan  Life  Insurance  Company  ?  A.  As  comptroller  only 
since  January  1st  of  this  year. 

Q.  But  without  being  named  as  comptroller  you  were  in  charge 
of  it  practically  prior  to  that  data?  A.  Of  all  of  the  real  estate 
of  the  company  with  the  exception  of  the  home  office  building, 
prior  to  that  date  for  ten  or  twelve  years. 

Q.  Do  you  know  Mr.  Frank  E.  Smith?     A.  Yes,  sir. 

Q.  -s  he  frequently  employed  as  a  broker  by  the  Metropolitan 
Life  Insurance  Co.  in  the  disposition  of  property  ?  A.  He  has 
been — that  is  he  has  acted  as  the  broker  for  the  Metropolitan 
Life  in  several  transactions.  He  has  not  been  employed  by  us; 
he  has  had  the  property  for  sale  in  the  same  manner  that  many 
other  brokers  have  it.  He  has  made  more  sales  for  us  perhaps 
than  any  other  one  that  I  now  recall. 

Q.  Is  he  in  any  way  connected  with  any  of  the  officers  con- 
nected with  your  company  ?    A.  To  my  knowledge,  no. 

Q.  We  were  speaking  with  Mr.  Hegeman  a  moment  ago  of  the 
trading  off  of  the  Westminster  Hotel  for  an  office  building  at  the 
southeast  corner  of  Eourth  Avenue  and  19th  Street.  When  was 
that  done  ?  A.  I  don't  recall  the  date.  It  was  between  three  and 
.five  years  ago,  I  should  say. 

Q.  Wasn't  he  a  broker  in  that  transaction  ?    A.  He  was. 

Q.  Then  is  it  a  fact  that  that  19th  street  property  so  acquired 
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was  traded  off  for  tlie  Seymour  Hotel  in  "West  45th  street?    A. 
There  is  such  a  contract,  yes,  sir. 

Q.  When  was  it  made  ?  A.  In  the  spring  of  this  year ;  the  exact 
date  I  do  not  recall. 

Q.  "Why  was  that  trade  made?  A.  Because  it  was  one  to  the 
advantage  of  the  company. 

Q.  In  what  way  was  it  to  the  advantage  of  the  company  to 
start  with  the  "Westminster  at  Irving  Place  and  16th  street  and 
dispose  of  the  property  by  two  successive  trades  and  finally  ar- 
range for  the  acquisition  of  hotel  property  in  West  45th  street? 
A.  The  transaction  in  which  we  agreed  to  trade  the  property  at 
the  corner  of  Fourth  avenue  and  19th  street  for  the  Seymour 
Hotel  would  be  a  very  profitable  one  to  us  that  would  realize 
more  money  for  the  office  bxiilding  than  we  paid  for  it. 

Q.  Was  the  Seymour  Hotel  under  foreclosure  at  the  time  you 
made  this  arrangement?    A.  Yes. 

Q.  Under  foreclosure  by  the  Metropolitan  Life  ?  A.  I  did  not 
know  that  at  the  time.    I  think  I  learned  it  since. 

Q.  What  was  the  amount  of  your  original  loan  upon  the  West- 
minster Hotel  property?  A.  As  I  recall  it  $375,000.  I  would 
not  like  to  testify  that  as  being  accurate  without  referring  to  the 
books. 

Q.  What  was  the  book  value  of  that  property  at  the  time  that 
you  took  the  southeast  corner  of  Fourth  avenue  and  19th  street 
in  exchange  —  that  is  what  was  its  cost  upon  your  books?  A. 
About  four  hundred  and  fifty — is  my  recollection. 

Q.  $450,000?     A.  $450,000,  as  I  recollect  it. 

Q.  What  were  the  terms  of  the  trade  for  the  property  at  the 
southeast  corner  of  Fourth  avenue  and  19th  street?  A.  We 
were  to  take  the  property  at  the  comer  of  Fourth  avenue  and  19th 
street  subject  to  $800,000,  for  the  Westminster  Hotel  property. 

Q.  And  that  remained  then  as  the  book  value  paid  you  of 
$470,000. 

THE  CHAIEMAI^:    $450,000. 

MR.  HUGHES:    $450,000. 

A.  $450,000;  my  recollection  is  that  that  is  about  the  figure; 
I  won't  be  sure. 

Q.  Was  there  a  commission  paid  upon  that  trade  ?  A.  Undoubt- 
edly. 
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Q.  By  the  company  to  Mr.  Smith?    A.  Yes. 

Q.  How  much  ?  A.  "Whatever  the  value  we  put  the  Westmin- 
ster Hotel  at  in  the  trade,  one  per  cent,  of  that  amount. 

Q.  And  that  value  was  about  what  amount  ?  A.  In  the  neigh- 
borhood of  $450,000  to  $500,000  —  the  exact  figure  I  don't  re- 
member. 

Q.  ISTow,  did  you  receive  any  authorization  or  did  your  com- 
pany receive  any  authorization  to  enable  you  to  make  this  trade 
of  one  property  for  another  ?  A.  Authority  of  the  Court  to  pur- 
chase the  Fourth  avenue  and  18th? 

Q.  No;  in  approval  of  the  transaction?  A.  We  received  au- 
thority from  the  Supreme  Court  to  purchase  the  property  at  the 
comer  of  19th  street  and  Fourth  avenue. 

Q.  By  disposing  of  one  property  and  taking  the  other  in  ex- 
change? A  My  recollection  is  our  application  was  to  purchase 
that  property,  irrespective  of  any  agreement  to  sell  anything 
else  in  connection  with  this  purchase. 

Q.  Did  you  disclose  to  the  Supreme  Court  that  this  was  a, 
trading  off  of  one  property  for  another?  A.  I  don't  recall  that 
that  appeared  in  the  application. 

Q.  Now,  having  this  property  at  the  southeast  corner  of  Fourth 
avenue  and  19th  street  subject  to  a  mortgage  of  about  $800,000? 
A.  Of  $800,000. 

Q.  And  representing  a  cost  in  the  neighborhood  of  $400,000, 
you  made  an  arrangement  for  the  acquisition  through  exchange 
of  the  Seymour  Hotel  property  in  45th  street  west  of  Fifth  avenue; 
on  what  basis  was  that  made?  A.  We  received  in  cash  and  mort- 
gage an  amount  greater  than  the  actual  cost  of  the  Fourth  avenue 
and  19th  street  property. 

Q.  What  did  you  receive?  A.  In  addition  to  that  we  received 
whatever  equity  there  might  be  in  the  Seymour  Hotel  property. 

Q.  What  did  you  receive  in  cash?  A.  As  I  recollect  it  cash 
and  mortgage  $1,340,000  or  $1,345,000. 

Q.  How  much  of  that  was  mortgage?  A.  My  recollection  is 
$1,200,000,  upon  which  payments  of  $50,000  per  annum  were 
to  be  made  until  the  mortgage  was  reduced  or  would  be  reduced 
to  a  million  dollars. 

Q.  Upon  what  property  was  the  mortgage?  A.  The  property 
we  were  willing — the  Parker  Building,  Fourth  avenue  and  19th 
street. 

Q.  What  was  done  with  the  $800,000  mortgage  on  that  prop- 
erty?   A.  The  contract  provided  that  should  be  paid  off. 
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Q.  So  that  the  debt  of  that  property  was  to  be  refunded  by 
a  mortgage  of  $1,400,000?    A.  That  is  right. 

Q.  Previously  that  property  in  19th  street  had  stood  on  your 
books  as  $800,000  mortgage,  $450,000  book  value  equity,  total 
$1,250,000?     A.  Thereabouts.     It  may  have  been  $10,000  more. 

Q.  By  this  trade  you  took  a  mortgage  upon  that  property  of 
$1,200,000  to  be  paid  up  in  installments  as  you  have  stated,  and 
transferred  the  equity  and  took  in  exchange  an  equity  in  the  Sey- 
mour Hotel  property  in  West  45th  street?  A.  Yes,  but  we  re- 
ceived in  cash  and  mortgages  considerably  more. 

Q.  I  know  what  you  received  in  mortgage,  but  what  did  you 
say  you  received  in  cash?  A.  We  would  receive  in  cash  on  that 
basis  about  $140,000  or  $150,000. 

Q.  Have  you  had  that  cash?  A.  That  contract  is  not  yet  car- 
ried out. 

Q.  When  was  the  contract  made?  A.  We  have  received  on  ac- 
count of  the  contract  $50,000  in  cash. 

BY  THE  CHAIKMAN: 

Q.  When  was  the  contract  made?  A.  The  contract  was  made 
as  I  have  testified,  last  spring     The  transfer  has  not  taken  place. 

BY  MR.  HUGHES: 

Q.  What  was  the  amount  of  mortgage  under  foreclosure  upon 
the  Seymour  Hotel  property?  A.  As  I  was  receiving  in  cash  con- 
siderably more  than  the  Parker  Building  cost  us,  and  we  were 
getting  that  equity  as  an  additional  profit,  I  did  not  concern 
myself  as  to  its  value  at  the  time,  and  I  guess  I  did  not  know 
what  the  mortgage  was  that  was  being  foreclosed. 

Q.  Well,  do  you  know  now?  A.  I  think  it  was  $650,000;  I 
am  not  sure. 

Q.  What  is  the  value  of  the  Parker  Hotel  building  in  your 
judgment?     A.  $1,500,000  now. 

Q.  Now,  at  this  time?     A.  I  should  think  something  like  that. 

Q.  And  the  liens  upon  it  are  $1,200,000?  A.  The  liens  upon 
it  are  $800,000  at  the  present  time. 

Q.  Yes,  but  imder  this  arrangement  you  contemplate  the  in- 
vestment in  that  building  was  a  mortgage  of  $1,200,000?  A.  Yes, 
sir. 

Q.  Did  you  inquire  into  the  history  of  the  Seymour  Hotel 
Building?     A.  ^o. 
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Q.  Do  you  know  whether  or  not  it  is  a  profitable  investment 
for  the  Metropolitan  Life  so  far  as  their  mortgages  is  concerned? 
A.  At  that  time  I  did  not. 

Q.  Do  you  know  now?     A.  No. 

Q.  Do  you  know  whether  it  is  a  private  hotel  or  apartment 
hotel?     A.  It  is  an  apartment  hotel,  I  believe. 

Q.  Do  you  know  whetiier  it  has  been  run  at  a  profit  or  not? 
A.  No. 

Q.  Do  you  know  what  advantages  or  disadvantages  there  are 
attending  the  ownership  of  the  equity  of  that  property  with  the 
responsibility  of  profitable  management?  A.  May  I  ask  you  to 
read  that  question? 

Q.  (Eepeated  as  follows)  Do  you  know  what  advantages  or  dis- 
advantages there  are  attending  the  ownership  of  the  equity  of  that 
property  with  the  responsibility  of  profitable  management?  A. 
Responsibility  of  profitable  management? 

Q.  If  you  are  owner  of  the  property,  you  will  have  to  run  it, 
or  lease  it?     A.  Or  lease  it,  yes,  sir. 

Q.  You  have  to  see  that  this  hotel  is  run  in  such  a  way  as  to 
pay  the  expenses?     A.  It  was  leased  then  and  it  is  leased  now. 

Q.  At  what  rental?     A.  I  am  not  sure. 

Q.  Is  there  anybody  else  in  your  company  who  has  paid  more 
attention  to  this  transaction  than  you?     A.  No. 

Q.  You  are  supposed  to  know  the  facts  about  it?     A.  Yes. 

Q.  As  a  matter  of  fact  you  know  little  or  nothing  about  the 
Seymour  Hotel  property?  A.  Little  or  nothing  about  it  because 
it  was  not  a  part  of  the  consideration  of  value  that  we  received 
for  that  property.  I  have  testified  that  we  received  in  cash  and 
mortgage  more  money  than  it  cost  us,  an  amount  we  would  ac- 
cept irrespective  of  the  equity  which  we  received  as  an  additional 
profit  in  the  Seymour  Hotel.  If  it  had  been  worth  nothing  we 
would  have  taken  it  just  the  same.  "We  assumed  no  liability,  no 
obligation  in  taking  that  property. 

Q.  Have  you  paid  a  commission  on  that  transaction  or  are  you 
to  pay  one?  A.  We  are  to  pay  one  on  the  sale  of  Fourth  avenue 
and  19th  street. 

Q.  To  Mr.  Smith?     A.  To  Mr.  Smith. 

Q.  What  is  the  basis  for  the  figuring  of  that  commission?  A. 
One  per  cent,  of  the  value  of  the  Parker  Building, 

Q.  The  value  of  Parker  Building  placed  at  what  figure?  A. 
For  the  purposes  of  that  contract  my  recollection  is  it  was  $1,500,- 
OO'O.    That  would  be  $15,000  commission. 
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Q.  Do  you  know  who  represented  the  owners  in  that  sale  to  you 
of  the  Seymour  building?    A.  Yes. 

Q.  Who?    A.  A  man  named  Foley. 

Q.  Have  you  been  engaged  in  other  tradings  of  buildings?  A. 
Fou  mean  for  the  Metropolitan  Life? 

Q.  Yes.     A.  Yes. 

Q.  What,  for  example?     A.  The  German  American  building. 

Q.  Where  is  that?  A:  That  is  the  corner  of  Nassau  and 
Liberty  streets. 

Q.  JSTo.  35  Nassau  street?    A.  Yes. 

Q.  That  was  an  office  building?  A.  It  is  an  office  building, 
yes. 

Q.  How  did  you  originally  acquire  it?  A.  In  exchange  for 
various  properties  that  we  had  acquired  under  foreclosure. 

Q.  Who  represented  you  in  making  the  exchange  which  re- 
sulted in  your  ownership  of  No.  35  Nassau  street?  A. 
George  K.  Head. 

Q.  When  did  you  acquire  35  Nassau  street?  A.  About  five 
years  ago ;  the  exact  date  I  don't  remember. 

Q.  What  is  the  book  value  of  that  property?     A.  $2,232,000. 

Q.  That  represented  the  amount  which  the  properties  given 
in  exchange  had  cost  you  up  to  that  time  ?  A.  Plus  commissions, 
and  a  little  more  than  that.  Some  of  the  properties  we  put  in 
exchange,  my  recollection  is,  were  put  in  at  a  larger  amount 
than  it  cost  us,  so  that  in  reality  that  property  did  not  cost  us 
quite  that  amount  of  money. 

Q.  You  disposed  of  35  Nassau  street  through  an  exchange? 
A.  Yes. 

Q.  What  authority  did  you  have  for  that?  A.  Authority  of 
the  Supreme' Court. 

Q.  Obtained  in  the  same  way?  A.  Not  to  sell  our  property, 
but  to  acquire  other  properties  we  were  taking  in  exchange. 

Q.  In  other  words  you  made  application  for  leave  to  purchase  ? 
A.  Exactly. 

Q.  Did  you  disclose  the  fact  that  you  were  going  to  purchase 
through  an  exchange?    A.  No. 

Q.  And  the  same  was  true  when  you  acquired  35  Nassau  street 
in  exchange  for  the  properties  obtained  by  you  under  foreclosure  ? 
A.  That  is  so  long  ago  that  I  don't  remember  what  statement 
was  made  in  the  application. 

Q.  Now,  35  Nassau  street  was  disposed  of  by  a  trade,  was  it 
not?    A.  Yes. 
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Q.  When  was  that?  A.  Within  three  months,  I  think  —  the 
exact  date  I  don't  remember. 

Q.  That  is,  within  three  months  of  this  date  ?    A.  Of  this  date. 

Q.  And  what  did  you  trade  it  for  ?  A.  We  retained  a  mortgage, 
as  part  of  the  purchase  price  on  35  Nassau  street  of  $1,600,000. 
For  the  equity  we  received  equities  in  three  pieces  of  property  on 
lOOth  street  —  we  have  since  sold  for  just  the  iigure  at  which  we 
took  them,  being  two  flats  known  as  Watts  and  Pinckney  Courts, 
located  on  146th  street  —  I  won't  be  sure  of  the  street,  and  a 
property  located  on  th-e  south  side  of  28th  street  100  feet  east  of 
Sixth  avenue  and  a  property  on  the  north  side  of  27th  street  100 
feet  east  of  Sixth  avenue. 

Q.  Is  that  the  Hotel  Arlington  property  ?  A.  The  last  named 
is  the  Hotel  Arlington  property. 

Q.  What  was  the  amount  upon  which  commissions  were  figured 
upon  this  exchange  of  35  Nassau  street  for  those  properties? 
A.  The  brokers  would  be  entitled  to  about  $27,000,  but  we  paid 
$5,000. 

Q.  Who  were  the  brokers?     A.  Frank  E.  Smith. 

Q.  You  say  you  have  paid  $5,000  ?  A.  Yes,  the  entire  com- 
mission we  had  to  pay  we  have  paid  at  $5,000. 

Q.  What  was  the  reason  for  the  fixing  of  the  commissions  at 
$5,000?  A.  Why,  I  think  the  explanation  is  we  were  unwilling 
to  make  the  trade  on  the  basis  it  was  offered  us.  The  broker 
labored  for  some  time  to  induce  us  to  accept  the  proposal  he  was 
able  to  make,  and  we  were  $20,000  apart.  I  said  tmless  we  had 
that  additional  amount  in  cash  I  believed  our  committee  would 
never  approve  of  the  transaction.  Finally,  I  understood  that  the 
broker  was  willing  to  take  $20,000  off  of  his  commission  in  order  to 
make  the  deal,  so  that  we  had  a  stipulation  at  the  time  which  the 
broker  signed  agreeing  that  his  commission  should  be  at  $5,000. 
It  was  the  same  to  me  whether  we  received  the  $20,000  in  cash 
from  the  purchaser  of  the  property  or  whether  we  saved  the 
$20,000  commission. 

Q.  What  is  the  total  amount  that  you  had  paid  Mr.  Frank  E. 
Smith  as  commissions  in  the  course  of  the  last  year  ?  A.  Why,  I 
should  think  twenty  thousand  dollars,  that  is  all  I  recall. 

Q.  Is  this  an  exceptional  year?  A.  In  his  transactions  with 
us  it  is  an  exceptional  year,  yes. 

Q.  When  I  said  in  the  last  year,  you  mean  to  reply  for  what 
period  ?     A.  I  included  the  Parker  Building  and  German  Ameri- 
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can  Exchange,  whicn  are  tke  only  two  which  come  to  my  mind, 
in  which  he  has  acted  as  broker  where  we  paid  a  commission  in 
the  last  year. 

Q.  Has  he  acted  as  broker  where  others  paid  a  commission, 
where  you  were  interested?  A.  In  the  sale  of  property,  no.  I 
meant  he  might  possibly  have  negotiated  a  loan  on  real  estate, 
where  the  borrower  paid  the  commission. 

Q.  Does  he  negotiate  loans  made  by  your  company?  A.  He 
has  done  so,  yes. 

Q.  Frequently?     A.  Why,  no  more  so  than  many  other  brokers. 

Q.  In  those  cases  the  borrower  pays  the  commission?  A. 
Well,  we  do  not. 

Q.  The  period  you  spoke  of  then  was  really  1905?  A.  Yes, 
and  six  months  of  the  preceding  year. 

Q.  Are  there  other  exchanges  which  your  company  has  made? 
A.  I  recall  one  transaction  in  which  Frank  E.  Smith  Was  the 
broker,  where  we  exchanged  a  piece  of  property  down  town,  lo- 
cated on  Pine  street,  which  cost  us  $685,000.  We  received  seven 
hundred  thousand  dollars  in  cash  and  another  piece  of  property, 
which  we  afterward  sold  for  $75,000  or  $85,000.  We  have 
received  all  of  the  money  in  both  cases,  both  for  the.  property  we 
took  in,  part  payment  and  for  the  part  that  we  took  in  mortgage, 
so  that  we  received  a  profit  on  the  transaction  of  about  one  hundred 
thousand  dollars. 

Q.  When  was  that?  A.  Within  five  years,  but  just  the  date, 
I  do  not  remember. 

Q.  What  was  the  amount  of  the  commission  to  Mr.  Smith  in 
that  case  ?  A.  I  think  he  must  have  received  $9,000  —  eight  or 
nine  thousand. 

Q.  Has  there  been  a  division  of  his  commission  so  far  as  you 
know,  that  is,  any  payment  of  qjjjy,  part,  of  them  to  any  person 
connected  with  your  company?    A.  None  whatever. 

Q.  What  were  the  reasons  which  led  you  to  dispose  of  35  l^assan 
street?  That  was  a  fine  office  property,  was  it  not?  A.  It  was  a 
fine  office  property,  but  it  did  not  pay  us.    It  earned  less  than. 

Q.  Did  you  think  hotel  proparty  like  the  Hotel  Arlington,  in 
28th  street,  would  be  likely  to  pay  you  any  better?    A.  Yes. 

Q.  Why?    A.  The  Hotel  Arlington  is  rented  for  $25,000  net, 

as  a  minimum  rental.    It  has  a  $300,000  mortgage  on  it  at  2  per 

cent.,  is  my  recollection.    It  would  pay  us  5  or  6  per  cent,  without 

making    up    the    figures    on    the    equity    that    we,  own  in  it 
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The  other  proi^erties  which  pay  us  even  a  larger  percetitage,  and 
the  office  building  which  we  sold  paid  us  less  than  3^  per  cent., 
and  the  object  of  making  this  trade,  the  real  object,  the  end  iii 
view,  was  to  dispose  of  all  of  our  real  estate  holdings,  and  1 
believe  we  could  more  readily  dispose  of  the  half  dozen  smaller 
pieces  at  the  cost  to  us,  on  the  basis  of  its  construction  than  wn 
could'of  the  one  piece,  the  very  expensive  construction,  the  Ger- 
man American  building,  and  in  the  meantime  we  would  receive 
a  larger  return  on  the  amount  invested. 

Q.  I  think  you  said  you  did  dispose  of  a  number  of  buildings 
you  got  in  exchange  ?    A.   Three  of  them. 

Q.  Who  Avas  your  broker  in  those  transactions?  A.  My  recol- 
lection is  that  Smith  was  the  broker  in  selling  those  three  houses 
in  106th  street. 

Q.  What  was  the  commission  paid  him  there?    A.  $1,500. 

Q.  When  was  that?  A.  That  is  one  or  two  months  after  we 
made  the.  transaction.  The  exact  date  I  have  not  in  my  mind, 
hut  it  was  within  the  last  five  months. 

Q.  Did  you  buy  in  the  Hotel  Spalding  ?    A.   Yes. 

Q.  At  foreclosure.  Did  you  have  a  mortgage  upon  that  prop- 
erty?    A.  We  did. 

Q.  What  amount  does  that  property  stand  you  in  as  the  book 
value?  A.  $719,000,  or  $720,000.  In  addition  to  that  we  have 
pnr<^'hased  the  furniture  that  is  in  the  hotel.  That  cost  $60,000, 
and  we  purchased  that  furniture  for  $21,000.  We  will  probably 
h-ave  to  spend  for  additional  furniture  to  fully  furnish  the  house, 
$19,000  or  $20,000  more.  We  have  now  a  proposal  from  a  very 
responsible  tenant,  to  rent  that  house  at  $58,240  per  annum  net, 
for  twenty-one  years. 

ME.  LINDABUEY:     Which  would  be  what  per  cent,  of  the 

cost  ? 

THE  WITl^ESS :  Oh,  and  I  should  also  state  that  that  tenant 
must  buy  in  cash  from  us  at  what  we  paid  for  it,  the  furniture  in 
the  building.  Then  we  must  make  some  improvements  to  the 
liroperty,  expending  perhaps  thirty;  thousand  dollars,  so  that 
the  total  cost  to  us  would  be  $750,000,  and  the  net  rental  would 
lie  between  seven  and  one-half  per  cent. — about  seven  and  one- 
half  or  eight  per  cent. 

Q.  What  was  the  original  loan  on  the  Hotel  Spalding?     A 

$625,000. 


Testimony  of  Fredericlc  H.  Ecker.  2 J  47 

Q.  "What  did  you  buy  it  in  at  on  the  foreclosure  sale?  A. 
$719,000,  I  think. 

Q.  Has  your  company  made  a  loan  upon  the  property  in  Central 
Park  West,  between  62d  and  63d  streets  ?     A.  It  has  not. 

Q.  A  building  loan  ?    A.  No. 

Q.  Has  anyone  connected  with  your  company,  so  far  as  you 
know,  received  any  commission  on  the  placing  of  mortgages  with 
your  company?     A.  'Eo,  sir. 

Q.  Have  you  here  the  schedule  of  rentals  of  your  office  build- 
ings ?     A.  1^0. 

ME.  FISKE :  Here  is  a  schedule  of  real  estate  owned.  Is  that 
what  you  asked  for  ? 

(Producing  jjaper.) 

Q.  Do  you  have  charge  of  the  office  building  ?    A.  I  have. 

Q.  Can  you  state  what  the  scale  of  rentals  is?  A.  The  price 
per  square  foot,  do  you  mean  ? 

Q.  Yes.  A.  We  get  for  the  corner  offices  two  dollars  fifty 
cents  per  square  foot.  For  the  exterior  offices  two  dollars  per 
square  foot.  For  interior  offices,  varying  according  to  location 
from  one  dollar  seventy  five  to  two  dollars  per  square  foot. 

Q.  To  go  back  a  moment,  is  George  Read,  the  broker  you  men- 
tioned, a  brother  of  William  A,  Read,  formerly  with  Vermilye  & 
Company?     A.  Yes. 

MR.  FISKE:  Can  you  state  how  many  vacant  offices  there 
are  ? 

THE  WITNESS :  Continuing  the  reply  to  the  last  question, 
our  building  is  fully  rented,  with  the  exception  of — from  the  last 
report  I  had — thirty  offices.  These  are  small  offices,  represent- 
ing about  six  or  seven  per  cent,  of  the  entire  area  of  the  building. 

Q.  What  amount  of  space  in  the  home  office  building  is  used 
by  the  company  ?    A.  About  sixty  per  cent.,  I  should  say. 

Q.  What  was  the  reason  which  led  to  the  extension  of  the 
building  of  the  company  ?  A.  Well,  I  suppose  that  could  be 
better  answered  by  the  president 

Q.  If  you  would  prefer  not  to  answer  it A.  But  my  im- 

•  pression  is  that  our  requirements  for  our  own  use  were  such, 
and  were  growing  so  rapidly,  that  within  a  short  time  we  would 
not  have  space  enough  for  our  own  offices  in  the  building  which  we 
ori^'iTiallv  constructed.     We  would  not  have  room  enough  now. 
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Q.  What  amount  is  the  corajjany  charged  with  as  the  rental 
value  of  the  space  it  occupies  ?  A.  It  is  figured  on  precisely  the 
same  basis  as  that  portion  of  the  building  which  we  rent,  with  the 
exception  of  the  executive  offices,  which  are  figured  at  a  higher 
rental,  because  they  are  better  finished  and  more  expensively 
finished. 

Q.  Can  you  show  me  the  amount  with  which  it  is  charged  ? 
A.  The  exact  amount  last  year  was —  Well,  my  recollection  is 
$252,000.    I  shoiild  like  to  verify  that. 

Q.  What  amount  in  space  in  square  feet  did  it  occupy  ?  A. 
I  could  not  say  without  calculating  it. 

Q.  Approximately?  A.  Well,  I  hnow  this,  it  averages  i$1.79 
and  a  fraction  per  square  foot. 

Q.  What  rental  docs  the  State  Board  of  Lunacy  pay?  A.  I 
could  not  tell  without  referring  to  the  records. 

Q.  You  can  give  me  a  statement,  that  is  a  list  of  your  tenants, 
and  the  rents  they  pay,  and  the  rate  per  square  foot  ?    A.  Yes. 

MR.  FISKE :    Do  you  want  that  ? 

ME.  HUGHES :    I  should  be  glad  to  have  that. 

MR.  nSKE :    A  list  of  all  the  tenants  with  the  rents  they  pay  ? 

MR.  HUGHES :    That  is  of  the  principal  tenants. 

THE  WITNESS:  Now,  you  asked  for  contract  rates.  I 
wondered  if  I  could  give  you  some  information  about  that  which 
would  perhaps  answer  your  purpose  and  we  would  not  have  to 
go  through  our  books  as  to  the  basis  upon  which  our  contracts 
are  let  for  the  buildings  there.  With  the  exception  of  the  work 
done  by  the  general  contractor  himself,  upon  which  he  receives 
four  per  cent,  on  cost,  the  cost  being  determined  by  the  time 
and  material,  all  other  contracts  are  the  subject  of  competition. 
Bids  are  received  from  the  list  of  contractors  which  we  select  in 
the  various  departments,  and  they  are  delivered  in  sealed  envel- 
opes to  the  general  contractor.  He  brings  them  in  company  with 
the  architect  to  my  office,  and  they  are  opened  at  my  desk.  And 
in  every  case  those  contracts  are  awarded  to  the  lowest  bidder. 

MR.  FISKE :  Ask  him  what  Mr.  Heddon  gets  on  the  work  he 
himself  does  as  carpenter? 
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Q.  What  work  does  Mr.  Heddon,  or  his  firm  do  ?  A.  He  does 
the  mason  work  and  carpenter  work. 

Q.  And  what  does  he  get  on  that  ?     A.   Four  per  cent. 

Q.  The  cost  is  according  to  the  amount  expended  on  a  basis  of 
day's  work?  A.  Day's  work,  and  the  cost  of  material,  giving 
ns  the  advantage  of  any  prices  that  he  might  obtain  in  buying 
the  material.  I  speak  of  that,  because  at  the  present  time  we 
are  receiving  a  very  marked  advantage  in  the  price  of  brick  that 
is  going  in  our  extension,  that  he  bought  some  time  ago,  when  the 
prevailing  price  was  much  less  than  it  is  now,  and  we  are  put- 
ting it  on  a  basis  of  the  cost  to  Heddon. 

Q.  I  want  to  know  just  what  you  paid  for  mason  work  up 
there  so  we  can  see  just  what  the  cost  comes  to  on  the  day's 
work  basis.  A.  You  mean  the  price  per  cubic  foot  for  laying 
mason  work? 

Q.  Yes.     A.  We  could  not  tell  you  without  figuring  it  up. 

Q.  You  can  have  that  figured  up  ?     A.  I  can  do  that. 

Q.  Then  we  can  see  what  the  expense  is.  The  reason  I  ask 
you  is  that  the  Committee  have  been  informed  that  the  work 
is  going  with  some  extravagance  of  payments,  and  we  want  to 
know  what  the  fact  is.  We  understand  from  you  that  it  is  being 
economically  done?     A.  Yes. 

Q.  And  we  want  the  figures  to  support  that  statement. 

BY  THE  CHAIRMAN: 

Q.  I  suppose  the  masonry  and  carpenter  work  is  by  far  the 
largest  amount  of  the  work  of  the  building?  A.  Well,  no,  the 
exterior  of  the  building  is  marble,  that  is,  monumental  construc- 
tion, and  it  is  more  expensive,  but  very  fine  work. 

Q.  Could  you  say  what  proportion  of  the  whole  work  the 
mason  and  carpenter  work  is?  A.  No,  I  could  not.  Probabh 
half  of  it,  anyway. 

BY  MR  HUGHES : 

Q.  Probably  half  of  it  ?     A.  Probably  more  than  half  of  it. 

Q.  And  you  can  give  me  unit  cost  in  the  case  of  carpenter 
work  as  well  as  mason  work  ?     A.  Yes. 

Q.  So  we  can  have  them  to  compare  ?  A.  Unit  cost,  you  mean 
BO  much  for  running  foot,  for  work  ? 

Q.  What  it  actually  comes  out  by  paying  for  it  by  day's  work 
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instead  of  net  contract  basis.     A.  We  take  unit  basis  on  all  of 
imr  snb-ctontracts  and  can  just  as  well  make  up  the  unit  computa 
tion  on  the  mason  and  carpenter  work. 

Q.  And  you  can  give  me  a  statement  of  the  actual  estimate! 
you  have  made  on  the  mason  and  carpenter  work,  with  a  brief 
summary  for  the  basis  of  the  payments?  A.  It  would  be  very 
— I  could  more  readily  get  at  the  facts  if  we  could  take  as  an  ex- 
ample, the  annex  which  we  have  just  about  completed,  where  I 
have  the  figures  before  me. 

THE  CHAIRMAN:  Did  you  inquire,  Mr.  Hughes,  for  a 
schedule  of  rents  for  all  the  buildings,  or  certain  buildings  ? 

]\[E.  HUGHES:  I  inquired  only  as  to  the  office  buildings,  bu) 
I  have  here  a  statement  of  all  the  real  estate  and  that  may  be  a 
preliminary. 

THE  CHAIRMAlSr:  The  Nassau  Street  building,  or  Madison 
Square  ? 

MR.  HUGHES:  The  Madison  Square.  This  may  be  prelim- 
inary to  further  inquiry. 

Q.  This  Schedule  A,  which  is  produced,  I  understand,  is  a 
statement  of  all  the  real  estate  owned  by  your  company,  with 
tlie  amount  of  incumbrances,  book  value  and  market  value?  A. 
On  December  31st,  1904. 

MR.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  346.) 

(Exhibit  No.  346  will  be  found  in  the  Book  of  Exhibits.) 

Q.  The  first  item  is  the  Madison  Square  office  building,  with 
a  book  value  of  $12,982,842.57.  The  market  value  is  stated 
by  the  same  amount.  The  book  value,  I  suppose,  means  the 
value  of  the  land  and  cost  of  construction?  A.  The  cost  to  the 
company  at  which  we  are  carrying  it  on  our  books. 

MR.  FISKE: 

Q.  Has  anything  been  marked  off?  A.  On  that  property  some- 
thing has  been  marked  off. 
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Q.  What  amount?    A.  I  recall  $500,000. 

Q.  When  was  that  marked  off?  A.  On  December  31st,  -vvhcu 
the  schedule  was  made. 

Q.  1904?    A.  Yes. 

Q.  I  think  in  the  course  of  the  testimony  something  was  said 
about  $250,000,  also  having  been  marked  off  at  one  time.  Am 
I  mistaken  as  to  that?  A.  I  don't  know  as  to  that.  You  may 
not  be  mistaken,  but  if  it  was  true  it  Avas  marked  off  three  or 
f oiir  years  ago,  and  T  don't  recall  it. 

ME.  HUGHES:  Can  you  state  the  total,  Mr.  Hegeman,  that 
has  been  marked  off? 

ME.  HEGEMAN:  From  the  building  from  the  start? 

ME.  HUGHES:  Yes. 

ME.  HEGEMAN:  A  little  under  one  million  two  hundred 
thousand  dollars. 

ME.  HUGHES:  That  means  that  the  property  is  now  rated 
as  worth  about  one  million  two  hundred  thousand  dollars  less 
than  the  amount  it  cost? 

ME.  HEGEMAN:  What? 

ME.  HUGHES:  That  means  that  the  amount  that  the  prop- 
erty is  worth  is  rated  at  about  one  million  two  hundred  thousand 
dollars  less  than  the  amount  it  cost? 

ME.  HEGEMAN:  Well,  I  would  not  say  that.  I  would  have 
to  explain  why,  for  example,  such  reductions  were  made  last 
year.  I  think  last  year  we  took  off  altogether  five  hundred  thou- 
sand dollars. 

ME.  HUGHES:  Well,  you  mean  that  you  are  not  ready  to 
admit  that  you  carry  it  at  the  market  value,  that  it  may  be 
worth  a  little  more  than  what  you  carry  it  at? 

ME.  HEGEMAN:  That  is  right. 

ME.  HUGHES:  But  according  to  your  statement  of  market 
value,  the  mai'king  down  means  that  the  cost  is  so  much  in 
excess  of  the  stated  market  value. 

MR.  HEGEMAN:  Let  me  explain  what  was  on  my  mind. 
When  we  put  up  the  first  building  in  1891,  or  1892,  or  there- 
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abouts,  we  had  for  example,  right  there  at  the  entrance,  with 
which  you  are  familiar,  say  two  elevators,  and  they  went  into 
the  cost  of  that  end  of  the  building,  and  all  that  was  done  with 
respect  to  the  elevators  went  into  the  cost  of  construction  at 
that  time.  Now,  within  the  last  year  we  finished  up  taking 
out  those  two  elevators  and  putting  in  six  in  their  place.  It 
would  be  manifestly  unfair  to  charge  the  cost  of  ail  that  trans- 
formation as  an  added  cost  to  the  building,  and  adding  to  its 
value,  because  we  did  add  part  of  it  in  when  we  paid  for  the 
two  elevators  which  we  discarded,  nor  could  we  tell  exactly 
what  to  deduct  as  for  the  cost  of  those  two  old  elevators.  "VVe, 
therefore,  instead  of  adding  that  for  the  new  and  deducting 
for  the  old,  we  therefore  said,  having  to  add  that  for  the  new 
and  deduct,  for  the  old  Ave  will  wipe  off  this  amount  from  the 
a.=s6ts,  which  was  done  for  the  reasons,  I  have  stated,  ■  and  also 
because  we  intended  to  bring  the  building  down  to  where  it 
would  yield  easily  the  statutory  rates. 

MR.  HUGHES:  But  bringing  it  down  to  where  it  will  yield 
a  rate  of  interest  which  will  be  regarded  as  proper,  is  ignoring, 
by  marking  off  your  books,  the  excess  cost. 

MR.  HEGEMAN:  Possibly. 

THE  CHAIRMAN:  Before  you  leave  that,  Mr.  Hughes,  do  I 
understand  the  thing  right,  that  book  value  does  not  change,  but 
estimated  worth  does? 

MR.    HUGHES:    The  book    value,    as    I    understand    it,    is 

cost — w— 

THE  "WITNESS.  The  book  value  is  what  we  carry  it  on  cm- 
books. 

MR.  HUGHES: 

The  point  is,  the  book  value  is  originally  made  up  of  the  cost? 
MR.  HEGEMAN:  Originally. 

MR.  HUGHES:  Every  dollar  that  goes  into  the  building, 
starting  with  the  purchase  of  the  property  and  all  additions  and 
improvements  is  entered  in  this  account. 

MR.  HEGEMAN:  Yes. 

Q.  And  the  total  if  there  were  no  reductions  by  markino-  off 
would  be  the  aggregate  cost ?    A.  And  book  value. 

Q.  But  from  time  to  time  vou  take  this  book  value,  that  is  the 
total  cost  as  shown  by  the  books,  and  reduce  by  an  entry  of  credit 
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to  the  account,  say  of  one  hundred  thousand  dollars,  or  two  hun- 
dred and  fifty  thousand  dollars,  or  five  hundred  thousand  dollars, 
the  balance  of  the  account,  and  that  balance  of  the  account  on  a 
particular  date  is  the  book  value  ?  A.  The  book  value  at  which 
we  carry  it  in  our  assets. 

THE  CHAIEMAlSr:  You  credit  book  value  and  carry  forward 
the  balance? 

MR.  HUGHES:  The  book  value  being  less  depreciation  of 
any  amount  which  at  any  time  they  think  the  book  value  may 
exceed  the  total  market  worth,  and  then  they  take  the  book  value 
as  so  reduced  as  the  basis  for  determining  whether  they  are  earning 
what  they  ought  to  earn  upon  the  property,  is  not  that  right, 
ignoring  whatever  may  have  been  the  actual  cost  because  that  is 
deducted  from  surplus,  and  the  surphis  is  figured  as  though  the 
property  were  worth  only  what  you  originally  carried  it  at. 

MR.  EISKE:  That  is  right. 

Q.  The  next  item  of  property  upon  this  list .  is  24th  street, 
north  side,  home  office  annex  in  course  of  construction.  What 
is  meant  by  24-th  street  north  side?  .  A.  It  is  the  building  we  own 
on  the  north  side  of  24th  street. 

Q.  Whereabouts?  A.  Just  east  of  Madison  avenue  and  imme- 
diately opposite  or  across  the  street  from  our  home  office  building. 

MR.  HEGEMAN:     Behind  the  new  Parkhurst  church? 

THE   WITNESS:    Behind  the  church. 

Q.  What  was  the  arrangement  which  was  made  on  the  acquisi- 
tion of  the  property  occupied  by  the  old  church  of  Dr.  Park- 
burst?  A.  We  purchased  the  property  at  the  northeast  corner 
of  Madison  avenue  and  24th  street  and  made  a  contract  with  the 
church  that  they  should  take  that  property  at  the  northeast  cor- 
ner plus  an  amount  of  cash  which  I  now  remember  to  be  $300,000 
or  $325,000  in  addition  in  exchange  for  the  church  property 
on  the  southeast  corner  of  Madison  avenue  and  24th  street,  which 
is  part  of  our  block. 

Q.  You  bought  the  plot  on  which  the  new  church  stands  and 
then  arranged  an  exchange  by  which  the  church  took  that  plot 
for  their  old  church  property,  and  the  church  got  $300,000  in 
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addition  with  which  they  could  erect  a  new  edifice?  A.  Ex- 
actly. 

Q.  Where  does  that  transaction  figure  in  your  accounts  of  real 
estate?  A.  It  is  a  part  of  the  consideration  now.  A  part  of 
the  book  value  of  the  home  office  building.  It  is  money  we  have 
paid  on  the  contract  to  purchase  the  Parkhurst  church  property. 

Q.  The  cost  to  you  or  the  addition  to  your  book  value  was  the 
cost  of  the  northeast  corner  where  the  new  church  is  plus  $300,- 
000?    A.  Or  so  much  as  we  have  paid.  We  have  not  paid  it  all  yet. 

Q.  Yes,  but  ultimately  it  will  represent  the  total?    A.  Yes. 

Q.  And  that  is  added  to  the  cost  of  this  first  item  of  Madison 
Square  office  building?    A.  That  is  right,  yes. 

Q.  Now,  adjoining  the  new  chiirch  property  to  the  east,  on  the 
north  side  of  24th  street  is  this  second  item  of  property.  Have 
you  an  annex  there  in  course  of  construction  now  ?  A.  Practically 
finished. 

Q.  Across  the  street?     A.  Yes. 

Q.  The  next  item  is  the  Nassau  street  item,  southwest  corner 
of  Liberty  street,  with  a  book  value  of  $2,232,623.53.  Is  that 
a  reduced  book  value  or  the  aggregate  cost  of  that  property?  A. 
Aggregate  cost  of  that  property. 

MR.  FISKE:    That  is  35  Nassau,  that  is  the  one  we  sold. 

Q.  That  is  35  Nassau  street  which  we  sold  this  year  and  the 
amount  here  stated  was  the  aggregate  cost  to  December  31st, 
1904?     A.  That  is  right. 

Q.  The  remaining  buildings  in  this  city  are  buildings  whicli 
have  been  acquired  under  foreclosure  or  through  exchanges?  A. 
Yes. 

Q.  The  building  on  Fourth  avenue,  corner  of  19th  street,  stated 
to  have  an  encumbrance  of  $800,000  and  a  book  value  of  $1,285,- 
914.25,  is  the  Parker  Building  that  you  referred  to  a  moment  ago? 
A.  Yes. 

MR.  EISKE :    That  has  been  sold. 

Q.  How  much  of  this  total  of  $12,982,342.57  is  for  property 
that  is  in  actual  use,  completed  office  building?  A.  All  but  the 
Parkhurst  church  property,  the.  old  church  which  is  still  standing 
and  the  extension  which  we  are  now  building  at  the  southwest 
corner  of  Fourth  avenue  and  24th  street.  Then  the  extension  to 
Fourth  avenue  on  23d  street  was  not  completed  when  this  scliedule 
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was  made  up,  but  has  since  been  completed,  and  practically  all 
rented. 

Q.  Can  you  give  the  aggregate  cost  of  the  completed  property 
at  Madison  avenue,  the  office?  A.  It  is  in  the  neighborhood  of 
six- — six  millions  of  dollars  I  would  not  like  to  testify  to  the  exact 
amount. 

Q.  Six  millions  of  dollars,  the  completed  portion?    A.  Yes. 

Q.  Is  that  after  making  deductions  from  the  book  value?  A. 
No. 

Q.  Or  i=  that  the  aggregate  cost?  A.  N^o,  that  is  the  original 
cost. 

Q.  On  the  original  office  building?    A.  Yes,  as  it  stands  to-day. 

Q.  The  office  building  that  is  completed  and  in  use  ?    A.  Yes. 

Q.  The  total?    A.  Yes. 

Q.  jSTow,  what  is  the  return  the  company  gets  from  that  in- 
vestment of  six  million  dollars?  A.  On  part  of  the  building  that 
is  completed  it  would  be  about  34  per  cent.  For  a  time  we  kept 
separate  the  number,  1  Madison  avenue,  which  was  the  completed 
building.  It  then  paid  us  some  3  1-4  per  cent.  net.  Almost  im- 
mediately after  that  building  was  finished  we  began  to  acquire 
additional  property,  vacant  property,  and  property  that  was  after- 
Avards  in  the  course  of  construction,  all  carried  in  our  books  as 
the  home  office  building,  so  that  on  the  total  investment  the  in- 
come would  be  considerably  less.  On  the  finished  portion,  how- 
ever, about  3^  per  cent. 

Q.  You  can  give  us  a  statement  of  the  rents  of  that  completed 
portion  with  the  total  cost  of  that  part  so  that  we  can  see  what 
the  rental  really  is?    A.  I  think  I  can,  yes. 

THE  OHAIKMAlSr :  When  you  finish  with  this  witness  we  will 
take  a  recess.    The  Excise  Department  is  in  that  building? 

THE  WITNESS:    Yes. 

Q.  Just  a  question  about  these  properties  in  other  cities.  These 
properties  in  Washington,  Chicago,  Louisville,  Baltimore,  St. 
Louis,  that  is,  the  Grand  Avenue  and  Park  Avenue  Building  in 
St.  Louis,  are  all  office  buildings?    A.  Yes. 

Q.  The  rest  of  the  buildings  are  buildings  acquired  in  fore- 
:'losure?  A.  Well,  Cleveland  and  Burlington  and  the  two  Cana- 
dian buildings  are  also  office  buildings.  The  others  are  a  very 
small  amount  in  toto,  if  you  will  notice,  Mr.  Hughe'S.     Those 
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office  buildings  are  occupied  by  the  Metropolitan  altogether.  They 
are  usually  inexpensive  pieces  of  ground  with  the  improvements 
designed  thus  for  our  use  and  our  occupancy.  And  the  income 
upon  those  properties  would  average  5  per  cent.  They  are  really 
in  eases  where  we  have  been  unable  to  rent  satisfactory  office  ac- 
commodation. 

Q.  Have  you  properties  which  you  obtained  under  foreclosure 
with  reference  to  the  continued  holding  of  which  you  have  had 
occasion  to  get  certificates  from  the  Insurance  Department  ?  A. 
We  have  not. 

THE  CHAIEMAJST:  We  will  now  take  a  recess  until  2.30  sharp 
this  afternoon. 


AFTER  RECESS. 

WILLARD  E.  EDMISTER,  called  as  a  witness  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  What  is  your  occupation?  A.  Eire  insurance  broker,  fire 
and  marine. 

Q.  What  is  your  firm  ?    A;  Butcher  &  Edmister. 

Q.  That  is  the  firm  which  has  the  nionopoly  of  the  fire  in- 
surance business  on  property  mortgaged  by  the  Metropolitan  Life 
Insurance  Company  ?  A.  We  handle  the  business  of  the  Metro- 
politan Life. 

Q.  For  how  long  have  you  done  it?  A.  I  think  it  will  be 
twenty  years  next  summer. 

Q.  Who  are  the  membei-s  of  your  firm?  A.  Mr.  Silas  B. 
Dutcher  and  myself. 

Q.  Is  Silas  B.  Dutcher  the  one  who  is  a  member  of  the  Finance 
Committee  of  the  Metropolitan  Life  Insurance  Company.  A.  I 
so  understand. 

Q.  And  the  firm  has  been  continuously  composed  in  that  way  ? 
A.  Yes,  sir. 

Q.  Prior  to  the  formation  of  this  firm  did  you  have  any  relation 
to  Mr.  Dutcher,  business  relations?  A.  I  was  connected  with 
the  Department  of  Public  Works  at  Albany,  when  he  was  Super- 
intendent of  the  Department  of  Public  Works. 

Q.  In  what  way  were  you  connected  with  it  ?  A.  I  had  charge 
of  the  financial  bureau  of  the  department. 
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Q.  Are  any  of  Mr.  Butcher's  sons  connected  with  your  firm  '\ 
A.  Only  as  clerk,  one  son. 

Q.  And  it  is  yoiir  understanding  that  your  firm  has  had  the 
placing  of  all  the  fire  insurance  upon  properties  upon  which  the 
Metropolitan  life  makes  mortgages?  A.  I  so  understand. 

Q.  Apart  from  siich  division  that  you  have  under  your  part- 
nership arrangement  with  Mr.  Butcher,  have  you  or  your  firm 
made  any  payments  on  account  of  commissions  or  otherwise  to 
any  ofiioer  of  the  Metropolitan  Life  Insurance  Company?  A. 
Not  a  cent. 

Q.  ISox  any  one  connected  with  it  ?     A.  No,  sir. 

ME.  HUGHES:  That  is  all. 

THE  WITNESS:  We  are  absolutely  prohibited  from  making 
any  rebate. 

ME.  HUGHES:  Mr.  McCall,  will  you  take  the  stand. 

JOHN  A.  McCALL.  recalled  for  further  examination,  testified 
as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  McCall,  I  have  called  you  to  ask  whether  you  have 
any  knowledge  or  information  as  to  the  whereabouts  of  Andrew 
Hamilton  ?  A.  I  have,  through  his  daughter,  whom  I  have  seen 
lately. 

Q.  Where  do  you  understand  that  he  is  ?  A.  I  think  that  he 
is  either  at  Paris  or  Nauheim. 

Q.  Have  you  had  any  communication  with  him  since  you  were 
last  upon  the  stand  ?     A.  No. 

Q.  Or  has  any  one  in  your  company?  A.  No  —  not  that  I 
have  heard  of. 

Q.  Have  you  taken  any  steps  to  procure  the  return  of  Mr. 
HaTTiilton  in  order  that  he  may  testify  before  this  Committee  ? 
A.  No,  I  have  not. 

Q.  Have  you  taken  any  steps  to  procure  an  accounting  for 
the  moneys  paid  to  him  for  which  you  have  nothing  but  his  re- 
ceipt?    A.  No. 

Q.  Has  any  officer  of  the  company  communicated  with  him 
for  that  purpose,  to  your  knowledge  ?    A.  Not  to  my  knowledge. 

Q.  Have  you  brought  before  your  Board  of  Trustees  the  ex- 
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tents  of  the  payments  you  have  made  to  Mr.  Hamilton  for  which 
you  have  no  accounting  ?    A.  Yes. 

Q.  Have  your  Board  of  Trustees  taken  any  action  with  refer- 
ence to  the  procurement  of  Mr.  Hamilton's  return,  and  the  ac- 
counting for  the  money  ?    A.  Not  that  I  know  of. 

Q.  Is  it  the  policy  of  your  company  to  have  Mr.  Hamilton 
remain  abroad  until  the  conclusion  of  this  investigation?  A. 
On  the  other  hand  I  should  very  much  like  to  see  him  here  ? 

Q.  He  is  still  under  the  retainer  of  your  company  ?  A.  He  has 
not  had  any  money  from  us  for  months. 

Q.  You  have  not  discharged  him  ?    A.  I  have  not. 

Q.  Why  don't  you  instruct  him  to  return  ?  A.  Well,  I  went 
to  see  his  daughter  on  her  arrival  from  Europe,  and  she  told  me 
that  her  father  was  a  very  sick  man,  and  was  going  to  Nauheim, 
and  I  did  not  feel  from  what  she  said  in  relation  to  her  father's 
condition  that  I  could  ask  her,  nor  did  I  feel  that  I  myself  could 
ask  him  to  return. 

Q.  Did  you  see  anything  in  the  way  of  obtaining  from  him  an 
accounting  for  the  disposition  of  the  moneys  that  had  been  placed 
in  his  hands  ?  A.  I  have  not  given  that  any  thought  since  I  tes- 
tified, Mr.  Hughes. 

Q.  Has  not  your  Board  of  Trustees  taken  action  requesting 
you  to  require  him  to  account  ?    A.  They  have  not. 

Q.  Has  the  matter  of  the  desirability  of  such  accounting  been 
taken  up  at  all  by  your  Board  ?    A.  Yes,  it  has. 

Q.  What  has  been  done  ?  A.  Of  my  own  motion  with  the 
Board  I  executed  this  paper,  or  this  paper  is  a  copy  of  it. 

(Producing  paper.) 

MR.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  34Y  and  read  by  Mr.  Hughes.) 

Q.  What  action  was  taken  upon  presentation  of  that  paper? 
A.  It  was  accepted  and  filed  with  the  archives  of  the  Company. 

Q.  Was  any  action  taken  by  your  Board  of  Trustees  or  any 
suggestion  made  in  the  Board  that  exclusive  of  the  $235,000' 
there  were  hundreds  of  thousands  of  dollars  which  had  been  paid 
to  Judge  Hamilton  for  which  you  had  nothing  but  his  receipts? 
A.  No,  that  was  not  considered  because  that  question  was  not  up 
for  discussion  at  all,  Mr.  Hughes. 

Q.  No  one  of  the  trustees  has  brought  it  up?  A.  No,  it  has 
not  been  a  matter  for  action  by  the  Board. 
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Q.  And  none  of  the  trustees  of  your  Company  have  so  far  taken 
it  upon  themselves  to  insist  that  there  should  be  an  accounting 
of  those  moneys  ?    A.  No,  there  has  been  no  such  action  taken. 

Q.  And  you  have  taken  no  such  action?  A.  No,  I  have  not 
taken  that  action. 

Q.  The  Committee  is  desirous  of  having  an  accounting  for 
those  moneys  which  have  been  disbursed  as  the  committee 
understood  it  without  any  vouchers  other  than  the  receipts  of 
J\idge  Hamilton  and  to  know  what  the  moneys  have  been  used 
for.  Will  you  take  steps  to  procure  such  an  accounting?  A.  I 
shall  do  my  best,  Mr.  Hughes. 

Q.  Will  you  instruct  Judge  Hamilton  to  return  if  he  is  phys- 
ically able  to  do  so.  A.  If  that  is  the  wish  of  the  Committee  I 
shall  so  make  it  known  to  him. 

Q.  Forthwith?     A.  At  once. 

MR  HUGHES:  That  is  all,  Mr.  McCall.  It  is  the  wish  of  the 
Committee,  Mr.  McCall,  that  he  shall  return  and  testify,  and  in 
the  failure  of  his  returning  and  testifying  on  account  of  any 
physical  disability,  an  accounting  should  be  had  of  these  moneys 
for  which  at  present  no  accounting  has  been  made. 

THE  WITNESS :  I  shall  at  once  do  just  as  I  have  stated.  I 
will  notify  him  of  the  wish  of  the  Committee,  and  of  my  own  wish 
that  he  shall  return,  and  I  shall  endeavor  to  obtain  an  accounting. 
But  I  want  the  Committee  to  understand  distinctly,  of  course, 
tJiat  I  cannot  control  him. 

ME.  HUGHES:  That  is  all,  Mr.  McCall. 

MR.  EEAD,  will  you  take  the  stand? 

WILLIAM  A.  EEAD,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  are  a  member  of  the  firm  of  William  A.  Head  &  Com- 
pany?   A.  Yes. 

Q.  And  have  been  such  since  the  1st  of  April,  1905  ?    A.  Yes. 

Q.  Prior  to  that  time  you  were  a  member  of  the  firm  of 
Vermilye  &  Company?    A.  Yes,  sir. 

Q.  For  a  number  of  years?    A.  Yes. 

Q.  How  long  have  you  known  Mr.  John  E.  Hegeman?  A. 
Somewhere  between  twenty  and  twenty-five  years. 
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Q.  What  member  of  the  firm  of  Vermilye  &  Company  had  to 
do  with  Mr.  Hegdmam's  indi^adual  aceotmt  with  Vermilye  &  Co.  ? 
A.  Principally  inyself. 

Q.  How  was  the  interest  adjusted  upon  that  account,  that  is 
to  say  what  member  of  the  firm  of  Vermilye  &  Company  had 
the  ii'atter  of  determining  the  rate  of  interest  to  be  charged? 
A.  It  Tvas  a  matter  of  discussion  and  inasmuch  as'  I  was  the 
senior  partner  in  point  of  interest  I  presume  I  had  the  most  to 
say  aoout  the  matter. 

Q.  It  appears  by  Mr.  Hegeman's  testimony  that  beginning 
with  June  30th,  1902,  when  the  rate  of  interest  upon  that  ac- 
count was  fixed  at  4^  per  cent,  computed  quarterly,  certain  re- 
bates of  interest  have  "been  paid  from  time  to  time  by  Vermilye 
&  Company  to  Mr.  Hegeman.  It  further  appears  that  these  re- 
iiates  of  interest  or  the  amounts  thereof  were  first  paid  by  the 
firm  to  individual  partners  and  then  the  individual  partners 
niade  the  payments  to  Mr.  Hegeman.  "What  was  the  purpose  of 
that  practice?  A.  In  order  that  the  fact  might  not  come  to  the 
knowledge  of  our  clerks  and  thereby  possibly  leak  out  to  other 
customers  who  were  paying  different  rates  of  interest. 

Q.  "Was  this  concession  to  Mr.  Hegeman  a  special  favor?  A, 
I    don't    doubt   it. 

Q.  For  what  reasons?  A.  Because  of  the  large  business  in- 
teifsts  that  we  had  with  him. 

Q.  And  what  were  they?  A.  "We  did  large  business  with  the 
Company. 

Q.  The  Metropolitan  Life  Insurance  Company?  A.  Yes,  sir, 
and  his  relation  to  us  for  many  years  had  been  close,  both  in 
business  and  in  a  personal  way. 

Q.  Was  it  a  profitable  relation  to  your  firm  ?    A.  Yes   sir. 

Q.  I  noie  subject  to  correction  that  the  bonds  and  stock  owned 
by  the  Metropolitan  Life  Insurance  Company  on  December  31st, 
1904,  amounted  in  toto  in  par  value  to  some  $72,577,000,  and 
that  the  amount  purchased  from  or  through  your  firm  of  Vermilye 
and  your  firm  of  Eead  &  Company,  amounted  to  about  $66,000,- 
000.  The  purchase  was  made  through  your  firm,  the  volume  of 
them  and  the  value  of  them  to  your  firm  were  part  of  the  induce- 
ments in  making  this  arrangement  Avith  Mr.  Hegeman  ?  A.  Prac- 
tically, I  should  say. 

Q.  Subject  to  correction  I  also  note  that  the  amount  of  pur- 
chases for  ten  years  last  past  made  by  the  iletropolitan  Life  In- 
surance Company  from  or  through  your  firm  of  Vermilye  &  Com- 
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pany  and  William  A.  Eea'd  &  Company  amounted  to  about  $87,- 
000,000  out  of  a  total  of  about  $93,000,000  and  the  sales  during 
tbe  same  period  by  the  Metropolitan  Life  Insurance  Company 
to  or  through  your  firm  amounted  to  about  $24,000,000  out  of  a 
total  of  $26,000,000.  You  tmderstood  that  practically  the  pur- 
chases and  sales  of  the  Metropolitan  Life  were  in  the  hands  of 
your  firm  ?    A.  I  did,  sir.    May  I  make  an  explanation  ? 

Q.  Certainly.  A.  About  twenty  or  twenty-five  years  ago  two 
gentlemen  came  to  my  office,  and  without  introducing  themselves 
said  they  wished  to  look  at  our  investment  list.  I  showed  it  to 
them,  and  we  had  some  general  talk  about  investments.  They 
then  said  to.  me,  "  We  are  Mr.  Knapp,  president,  and  Mr.  Hege- 
man,  vice-president,  of  the  Metropolitan  Life  Insurance  Com- 
pany. We  have  been  unfortunate  in  our  investments.  We  do  not 
feel  that  we  are  competent  to  judge  of  the  value  of  investments, 
and  we  wish  to  change  our  method  of  doing  business.  We  wish 
to  do  business  with  bomebody  who  is  more  or  less  of  an  authority 
on  that  form  of  biisiness,  and  that  we  can  trust.  We  have  heard 
you  spoken  of  as  one  ■\\lio  is  qualified  to  judge  of  the  value  of  in- 
vestments, and  your  house  spoken  of  as  being  reputable,  honorable 
people. .  We  are  disposed  to  do  business  with  you  just  so  long  as 
you  do  business  to  our  advantage  we  shall  continue  our  relation 
with  you.  As  soon  as  yovi  make  mistakes  we  shall  take  our  busi- 
ness elsewhere.'' 

Q.  Had  Mr.  Hegeman  an  account  with  you  prior  to  that  time  ? 
A.  He  had  not. 

Q.  How  long  after  the  business  of  that  company  was  brought 
to  your  firm  did  he  begin  the  account  ?     A.  Some  years. 

Q.  How  many  ?     A.  I  cannot  tell  offhand. 

Q.  How  long  has  his  account  been  nmning  with  your  firm,  your 
prior  firm  ?     A.  I  should  say  fifteen  years  or  more. 

Q.  There  is  in  evidence  in  the  record  of  the  collateral  loans 
made  by  the  Metropolitan  Life  Insurance  Company  a  certain 
loan  in  1901  of  $200,000  to  you  at  the  rate  of  li  per  cent,  in- 
terest, asid  in  1902  the  same  amount  at  the  rate  of  2  per  cent, 
interest,  and  1903  of  $100,000  at  2  per  cent,  interest  and  $100,000 
at  li  per  cent,  interest.  Will  you  explain  how  it  was  that  these 
rates  of  interest  were  charged  upon  those  loans,  how  the  arrange- 
ment was  made,  and  what  was  the  inducement  to  it  ?  A.  There 
was  no  arrangement  made,  sir.  When  I  wanted  to  borrow  from 
the  Metropolitan  Life  Insurance  Company  I  asked  if  it  would  be 
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convenient  for  them  to  loan  me  money,  and  if  they  said  it  wonld 
I  sent  up  my  note  and  collaterals,  leaving  them  to  fix  the  rate. 

Q.  Is  it  a  fact  that  the  rates  I  have  mentioned  were  under  the 
market  rates  at  the  time?  A.  I  think  they  were,  and  I  often 
demurred  at  the  rate,  and  was  informed  that  they  were  under 
great  obligation  to  me,  and  they  claimed  the  right  to  fix  any  rate 
they  pleased. 

Q.  To  whom  did  you  make  the  request  for  the  loans,  to  what 
officer?  A.  From  Mr.  Hegeman,  and  sometimes  possibly  from 
Mr.  Fiske. 

Q:  It  is  in  evidence  that  certain  loans  outstanding  at  the 
end  of  the  year  made  by  the  Metropolitan  Life  Insurance  Com- 
pany to  various  individuals  were  transferred  to  your  firm  of  Ver- 
milye  &  Company  and  then  at  the  beginning  of  the  next  year 
were  taken  back  by  the  Metropolitan  Life  Insurance  Company. 
That  transaction  was  effected  between  you  and  Mr.  Hegeman? 
A.  Yes. 

Q.  Did  you  know  the  purpose  of  that?  A.  Mr.  Hegeman 
stated  to  me  that  it  was  his  desire  at  the  end  of  each  year  Avhen 
the  statement  had  to  be  presented,  to  get  call  loans  off  the  books 
80  that  they  would  not  be  pestered  by  applications  for  call  loans 
by  everybody  through  the  street,  as  they  did  not  care  to  make  call 
loans.  It  necessitated  their  having  a  ticker  and  a  special  depart- 
ment for  that  kind  of  thing,  and  watching  their  loans  closely  and 
it  was  a  branch  of  business  that  they  did  not  care  tc  add  to  the 
other. 

Q.  Were  the  collaterals  for  the  various  loans  transferred  to 
Yermilye  &  Company  set  forth  in  a  schedule  at  the  time  of  such 
transfer?    A.  It  was. 

Q.  Were  the  collaterals  themselves  in  envelopes  delivered?  A. 
I  cannot  say  as  to  that.  I  never  handle  that  kind  of  thing,  Mr. 
Hughes. 

Q.  Were  the  collaterals  delivered  in  sealed  envelopes  or  was 
there  a  delivery  of  a  sealed  envelope  which  was  supposed  to  con- 
tain collaterals,  which  was  not  in  fact  opened?  A.  No,  sir,  I 
think  not.    Although  it  is  a  matter  for  our  cashier. 

Q.  Did  the  collaterals  appear  on  the  books  of  Vermilye  &  Oom- 
])any  or  was  the  transaction  held  over  the  end  of  the  year  and  the 
securities  then  returned?  A.  I  cannot  tell;  I  had  nothing  to  do 
with  the  books  and  never  had. 

Q.  Did  Mr.  Hegeman  have  any  other  account  with  Vermilye 
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&  Company  or  any  other  transactions  with  Vermilye  &  Co.  othci' 
than  the  account  shown  in  the  transci'ipts  which  he  has  produced 
marked  Exhibits  342  and  343  for  identification?  A.  Those  are 
his  current  quarterly  accounts? 

Q.  Yes.    A.  Not  to  mj  knowledge. 

Q.  He  had  but  one  account?    A.  Yes. 

Q.  Did  he  have  any  joint  operations  with  you?  A.  Individ- 
ually? 

Q.  Yes.    A.  1^0. 

Q.  Did  he  ever  have  any  joint  operations  with  the  firm?  A. 
]^ot  to  my  knowledge. 

Q.  In  other  words,  in  order  that  we  may  imderstand  those  sit- 
uations, do  the  transactions  which  have  been  shown  in  the  pur- 
chases and  sales  and  collateral  loans  with  Vermilye  &  Company 
and  William  A.  Bead  &  Company,  and  the  transactions  detailed 
in  this  account  known  by  Exhibits  342  and  343  for  identification 
embrace  all  transactions  between  Mr.  Hegeman  or  his  company, 
and  you  or  either  of  your  firms?  A.  To  the  best  of  my  knowledge 
and  belief. 

Q.  Did  Mr.  Hegeman  ever  receive  any  money  from  you  or 
from  Vermilye  &  Company,  or  from  W.  A.  Read  &  Company 
other  than  the  amounts  which  have  been  credited  to  these  ac- 
counts, Exhibits  342  and  343  for  identification,  and  the  rebates 
of  interest  to  which  he  has  testified?    A.  ISTot  to  my  knowledge. 

JAMES  M.  CRAIG,  resumes: 

BY  MR.  HUGHES: 

Q.  Mr.  Craig,  I  asked  you  to  produce  a  statement  of  the 
average  duration  of  policies  in  your  company.  Have  you  that 
statement  prepared?    A.  (Witness  produces  statement.) 

BY  ME.  HUGHES: 

I  offer  it  in  evidence. 

(Paper  marked  Exhibit  347  and  read  by  Mr.  Hughes.) 

Q.  Have  you  similar  figures  for  the  issue  of  1900?  A.  Isn't 
in 00  there? 

Q.  No,    A.  I  have  no  figures  here  for  1900. 


216i  Legislative  Insurance  Investigation. 

Q.  Will  yoii  be  good  enough  to  complete  the  table  by  giving 
the  issue  of  1900  ?    A.  Yes,  sir. 

Q.  Can  you  state  in  advance  of  its  submission  what  the  ratio 
would  be  of  the  total  industrial  policies  issued  in  1900  that  were 
in  force  on  December  31,  1904?  A.  Yes.  You  have  that  in  a 
pre-^aoiis  statement  showing  in  an  indirect  manner — it  shows 
the  ratio  of  lapses  for  each  year  for  the  five  calendar  years.  The 
industrial — that  exhibit  that  showed  the  ratio  of  lapses  for  each 
year  for  five  calendar  years. 

Q.  That  showed  the  ratio  of  lapses  but  it  did  not  include  the 
ratio  of  policies  terminated  by  death  ?  A.  Oh,  yes,  this  in- 
cluded all  cancellations  from  all  causes. 

Q.  You  are  now  referring  to  Exhibit  310  of  industrial  experi- 
ence, per  cent,  of  canceled  policies  ?    A.  Yes,  sir. 

Q.  That  then  includes  in  simply  lapsed  policies  the  policies 
terminated  by  death  ?    A.  Yes,  sir. 

Q.  Well,  I  would  be  very  glad  to  have  a  table  which  showed 
the  ratio  of  lapses  independent  of  other  terminations. 

ME.  riSKE :  Would  it  be  safe  to  take  off  ten  per  cent,  for 
death  ? 

THE  WITISTESS:  I  can  give  you  the  number  of  claims 
paid  by  death  of  the  issue  of  1880,  1885,  1890,  and  1895. 

Q.  I  woiild  be  very  glad  if  you  have  got  a  statement  there. 
I  will  put  it  in.     A.  Yes,  sir.     (Producing  paper)  this  column. 

MK.  HUGHES :   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  'No.  348.) 

MK.  HUGHES:  I  will  read  so  much  of  this  paper  as  shows 
the  number  of  claims  paid  on  industrial  policies  issued  in  the 
years  mentioned,  together  with  the  total  number  of  issues,  the 
payments  being  to  December  31st,  1904;  issue  of  1880,  No. 
210,842.   Claims  paid  to  December  31st,  1904,  $15,773.    [Eeads.] 

Issue  of  1885    No.  483,532 

Paid  to  December  31,  1904 51,240 

Issue  of  1890 ISTo.   904,142 

Paid  to  December   31,   1904 75,635 

Issue  of  1895   No.  1,339,026 

Claims  paid  to  December  31,   1904 42,966 

Issue  of  1903 No.   1,632,006 
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Q.  And  the  claims  paid  are  not  stated  ?  A.  For  some  reason 
no,  he  has  not  carried  it  ont.  I  don't  know  why.  To  carry  the 
five  years  should  have  been  1900  anyhow,  instead  of  1903.  This 
shows  that  at  the  end  of  five  years  of  the  issue  of  1900  there 
would  be  36.26  per  cent,  in  force. 

Q.  What  percentage  of  the  remaining  sixty-three,  and  some- 
thing per  cent.  Avould  have  been  paid?  A.  It  runs  as  high  as 
ten  per  cent  (witness  figures).  That  would  be  pretty  hard  to 
state;  the  ratios  change  so  rapidly  here  from  1890  to  1895. 

Q.  In  your  letter  of  November  7,  1905,  in  which  you  took  the 
one  week's  industrial  issue  from  each  month  in  the  year  1903, 
and  followed  the  issue  through  a  period  of  twelve  months  and  gave 
the  results,  stating  that  the  ratio  of  lapsed  was  within  36.9  in 
twelve  months,  as  there  set  forth,  being  within  twelve  months 
from  date  of  issue  51.46,  did  that  amount,  as  stated,  represent  the 
lapsed  or  the  rate  of  total  terminations  ?  A.  That  amount  repre- 
sented total  termination. 

Q.  Why  did  you  put  it  as  rate  of  lapsed  ?  A.  That  is  the  gen- 
eral designation  we  have  in  the  office  that  lapses  include  the  total 
cancellation,  as  pertaining  to  the  industrial  business. 

Q.  When  you  make  up  your  statement  for  the  various  insurance 
departments,  you  put  under  the  head  of  lapses  what  have  been 
terminated  by  reason  of  non-payment  of  premiums,  do  you  not? 
A.  Yes,  sir. 

Q.  Not  what  have  been  terminated  l:jy  death  ?     A.  No. 

Q.  You  do  not  include  those  ?  A.  No,  I  mean  in  the  general 
work  of  the  office  there  is  no  distinction  as  between  death  claims 
or  purchased  policies  or  lapses,  they  are  all  called  lapses. 

Q.  Now,  in  order  that  we  may  have  data  from  which  we  can 
reason  intelligently,  I  shoiild  be  glad  to  have  you  separate  the 
items  stated  in  your  letter  of  November  7th,  1905,  and  in  your 
statement  of  industrial  experience,  310,  so  that  we  may  know  what 
are  lapsed,  that  is,  what  are  the  ratio  of  lapses  technically  consid- 
ered as  distinguished  from  terminations  by  death.  A.  That  would 
be  quite  a  task  to  work  that  up,  Mr.  Hughes. 

Q.  But  in  the  course  of  the  supervision  of  your  company  you 
are  bound  to  know  what  your  rate  of  lapses — ^you  cannot  kcei^ 
track  of  your  business  intelligently  without  knowing  what  the  rate 
of  lapses  may  be  ?  A.  Oh,  the  official  lapsed  rate  is  the  total  can- 
celed during  the  week. 

Q.  Then  you  make  up  reports  showing  the  actual  lapses  ?     A. 
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That  is  in  the  different  branches  of  the  work;  that  is  in  the  Indus- 
trial Division  where  we  keep  track  of  the  business  by  cards  and 
the  claims  are  paid,  the  claims  that  were  paid  last  year  in  the 
Industrial  Department  were  118,000  in  ntimber,  which  repre- 
sented more  than  the  total  population  of  Syracuse. 

Q.  Of  course  Syracuse  has  nothing  to  do  with  this  particular 
qiiestion  ?  A.  I  only  mention  that  to  give  you  an  idea  of  the  mag- 
uitude  of  the  number  of  claims  paid.  We  would  have  to  go 
through  those  claims  and  pick  out  these  according  to  the  week  and 
months  they  were  in  force  out  of  that  total  number. 

MR.  FISKE :   That  work  we  do  by  calendar  years. 

ME.  HLTGHES:    The  rate  exhibit  310  is  by  calendar  years. 

THE  "VVITJSTESS:  It  occurs  to  me  that  Ave  can  give  you  that 
data  from  the  Actuarial  Department  where  we  keep  the  death 
claims  classified,  according  to  years  of  issue,  but  it  may  not  be  as 
accurate  to  the  degree  of  weeks  as  you  may  need  it. 

Q.  But  you  are  able  to  give  to  the  departments  a  statement  of 
the  number  of  lapses  within  a  calendar  year,  and  you  are  able  to 
give  me  the  rate  of  total  terminations  for  the  calendar  year,  it 
would  be  a  simple  mathematical  calculation  to  tell  me  what  the 
division  is  of  the  total  ?  A.  Not  so  simple  as  the  statement  would 
appear. 

Q.  It  is  within  the  range  of  actuarial  capacity  ?     A.  Yes. 

Q.  Are  you  quite  sure  that  this  letter  stating  the  rate  of  lapses 
in  answer  to  our  question  does  not  mean  the  rate  of  lapsed  as  di- 
tinguished  from  other  terminations?  A.  ISTo,  sir,  the  cards — 
every  card  that  represented  a  canceled  policy  bore  upon  its  face 
the  number  of  weeks  that  the  premiums  were  paid  for,  and  the 
record  was  kept  in  that  way.  This  was  a  special  record  and  not 
in  any  way  in  harmony  with  the  ordinary  records  kept  in  the 
office,  and  the  cancellations  were  taken  in  the  same  manner  as 
they  would  treat  a  cancellation  in  what  we  call  the  Audit  or 
Policy  Division  of  the  Company. 

Q.  You  Avill  make  up  a  statement  as  best  you  can  showincr  the 
ratio  of  lapses  ?     A.  Yes. 

Q.  Another  thing  with  regard  to  your  tables  of  rates ;  is  it  the 
fact  that  for  a  life  terminating  within  five  years  of  the  date  of  tlie 
issue  of  the  policy  the  increasing  life  and  endomnent  table  of 
rates  at  the  same  weekly  payment  purchases  less  insurance  than 
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an  adult  whole-life  table  of  rates?     A.   I  should  say  that  prob- 
ably that  was  true. 

Q.  Now,  what  proportion  of  your  industrial  policies  do  ter- 
minate within  five  years  from  the  date  of  issue?  A.  This  state- 
ment shoM's  sixty-three  per  cent. — 63. T4. 

JOIilSr  A.  McOALL  resumes: 

BY  MR.  HUGHES: 

Q.  Mt.  McCall  in  amplification  of  your  testimony  a  moment 
ago  you  have  placed  in  my  hand  a  report  of  a  special  committor; 
of  the  Board  of  Trustees  of  your  company  under  date  of  October 
ISth,  1905?     A.  Yes. 

MR  HUGHES :   Which  I  shall  read  upon  the  record. 
(Paper  marked  exhibit  No.  349,  and  read  by  Mr.  Hughes.) 
BY  ME.  HUGHES: 

Q.  I  note  that  in  this  statement,  or  in  the  preamble  and  reso- 
lutions it  is  said,  that  "  we  further  believe  that  the  methods  em- 
ployed in  opposing  legislation  and  in  kindred  work  should  be  so 
open  and  public  as  to  put  them  above  criticism,  and  that  sucl; 
payments  should  be  accounted  for  fully,  and  in  detail;"  and 
then  follows  the  resolution.  It  was  your  understanding  that  that 
resolution  was  perspective  in  its  operation  ?  A.  Yes,  that  is  what 
I  understood. 

Q.  And  nothing  was  said  by  the  company  or  in  the  Board  as  to 
the  importance  of  an  accounting  as  to  the  moneys  already  given 
to  Mr.  Hamilton  ?     A.  No. 

Q.  That  is  the  particular  point  to  which  I  desire  to  call  you^ 
attention  and  through  you  the  attention  of  your  Board.  Have 
you  any  memorandum  showing  the  bills  that  have  been  opposed, 
the  action  taken  on  various  matters  of  legislation  in  the  various 
States  ?     A.  No,  I  have  not. 

Q.   Or  in  any  State  ?     A.  No. 

Q.  Did  you  make  a  report  to  the  Board  as  to  what  attorneys 
and  counsel  had  been  employed  and  what  legislation  had  been 
opposed  and  why  it  had  been  opposed?  A.  No,  I  did  not  know 
their  names. 
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JOHIf  R  HEGE:MAif,  resumed: 
BY  MR  HUGHES : 

Q.  You  spoke  this  morning  of  the  method  of  valuing  your 
securities  at  the  end  of  the  year,  showing  how  in  reaching  the 
market  values  you  had  included  the  accrued  interest  at  the  end 
of  the  year  and  had  not  taken  credit  for  such  accrued  interest 
in  making  your  annual  statement.  .  In  order  that  there  may 
be  no  misapprehension  on  the  part  of  any  one  examining  your 
statement  I  think  it  proper  that  it  should  be  brought  out  that 
in  making  your  statement  of  ledger  assets  to  the  Wew  York  De- 
partment at  the  end  of  1904,  the  valuation  of  your  bonds  and 
stocks  you  stated  at  the  book  value  and  not  the  market  value.  A. 
That  is  among  the  ledger  assets  ? 

Q.  Yes.     A.   It  must  be  so. 

Q.  At  the  book  value  and  not  the  market  value  ?     A.    Yes. 

Q.  And  so  whatever  addition  there  was  to  book  value  in  mak- 
ing up  your  statement  of  market  value  was  not  included  in  your 
sheet  ?      A.    No ;  it  appears  in  the  non-ledger  assets. 

Q.  The  amoimt  you  took  credit  for  as  the  value  of  your  bonds 
and  stocks  is  the  book  value  and  not  the  market  value.  A.  The 
book  value  and  not  the  market  value. 

Q.  Now,  in  your  non-ledger  assets  you  do  include  in  your 
reports  to  the  department  all  the  accrued  interest  upon  your 
l)on(ls — if  you  look  at  it  you  will  see  the  item  there  (indicating)  ? 
A.  We  include  all  the  accrued  interest  on  our  bonds  which  we 
compute  that  way ;  that  is,  which  we  compute  not  flat. 

Q.  You  include  all  the  interests  upon  your  bonds  and  stocks 
not  paid  and  accrued — is  put  in  the  bond  ledger  assets  $149,- 
973.18;  but  you  were  right  in  the  conclusion  you  sought  to  reach 
this  morning,  because  when  you  go  to  put  in  your  bonds  and 
stocks  in  your  report. you  do  not  take  the  market  values  but  take 
values  so  that  you  do  not  count  the  amount  twice — that  is  your 
point  ?     A.  We  do  not  count  the  amount  twice. 

Q.  But  this  morning  your  testimony  might  have  led  to  the 
conclusion  any  one  reading  your  report,  that  the  amount  of  ac- 
crued interest  was  not  in  the  statement  of  non-ledger  assets  sub- 
mitted to  the  department. 

ME.  FISKE :  Accrued  interest  on  those  bonds  is  not  in  there  ? 

THE  WITNESS :  Not  any  of  the  bonds  we  spoke  of. 
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Q.  Why  is  it  you  make  the  distinction  ?  Don't  yon  put  in 
all  the  accrued  interest  on  your  bonds  under  the  head  of  accrued 
interest  in  your  non-ledger  assets  ?  Do  you  in  some  cases  add  the 
accrued  interest  to  market  value  and  in  others  not  ?  A.  Mr. 
Hiighes,  we  send  our  statement  down  to  the  hankers  as  soon  as 
Ave  can  make  it  up  after  December  31st,  with  a  statement  set- 
ting forth  the  bonds  and  stocks  owned  by  the  company  and  we 
ask  them  to  fill  in  the  market  values  as  of  December  31st,  1904. 
They  fill  in  those  values  all  fiat  except  three ;  those  were  marked 
a  certain  price  plus  accrued  interest.  On  those  in  which  the 
words  "  Plus  accrued  interest "  occurred,  we  took  the  accrued 
interest  as  an  asset  and  put  it  in  the  non-ledger  items. 

Q.  Those  happened  to  be  the  three  I  mentioned  ?  A.  No, 
sir,  they  were  not  the  three  you  mentioned  at  rdl,  because  the 
interest  there  as  we  proved  this  morning  was  included  in  the  flat 
price  quoted  and  made  up  the  market  value. 

Q.  Surely  the  interest  or.  the  three  did  not  amount  to  $149,000  ? 
A.  I^o;  it  had  nothing  to  do  with  those  three.  You  want  to 
know  what  those  three  are  ? 

ME.  FISKE :  Tell  what  that  accrued  interest  item  was. 

THE  WITNESS :  That  is  what  I  am  asking.  Mr.  Hughes, 
will, you  show  me,  please,  the  other  report  there  of  Wisconsin? 
I  will  tell  you  why.  Then  may  I  trouble  you  to  show  me  the 
New  York  report? 

ME.  HUGHES:  Yes  (showing  witness  reports). 

A.  The  New  York  report  says:  Interest  due  and  accrued  on 
bonds  and  stocks,  $149,973.18.  The  Wisconsin  report  says: 
Interest  due  and  accrued  on  bonds  and  stocks,  $149,973.18,  the 
same  except  that  it  is  separated  into  the  item  due  and  the  item 
accrued. 

Q.  And  the  item  due  is  what?  A.  $54,139.84.  The  item 
accrued  is  $95,833.34.  Now,  what  made  up  the  $54,139.84  I  am 
not  aware  of  from  memory,  but  can  A^ery  easily  get  it  from  the 
accounting  department  of  the  Company.  That  was  interest  due 
and  unpaid  —  actually  due. 

Q.  In  default  in  other  words?  A.  Well,  behind.  Now  the 
interest  accrued  was  that  on  securities  due  January  1st.  not  De- 
cembers 31st.     So  of  course  not  to  lose  it  as  an  item  of  assets 
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where  it  properly  belonged  under  these  non-ledger  items,  we 
took  it  in  here  $95,833.34,  made  up  as  follows:  "Wo  had  a  par- 
ticipation in  what  was  known  as  Omaha  &  Sioux  syndicate  of  a 
million  dollars.  "VYe  charged  6  per  cent,  interest  on  that  up  to  the 
1st  of  January.  We  of  course  charged  all  those  syndicates  with 
their  interest  up  to  the  time  they  Avere  closed  out.  That  is  the 
only  fair  way  in  which  we  can  determine  our  ultiuiate  profit  and 
loss.  There  was  $60,000.  There  was  then  $35,000  and  some 
hundred  —  I  am  now  speaking  from  memory  on  the  Pope  Manu- 
facturing transaction  which  we  explained  to  the  Chairman  and 
yourself  last  week,  all  of  which  has  since  been  paid  in  cash  to  the 
company.  There  was  then  a  few  hundred  dollars  accrued  on 
100,000  Consolidated  stock  of  the  City  of  New  York  at  2i, 
which  the  company  owned.  Those  three  items  made  up  the 
accrued  interest. 

Q.  And  the  rest  of  your  accrued  interest  you  took  in  your 
valuation  of  bonds  and  stocks  ?  A.  AJl  in  the  flat  price.  Is  that 
quite  satisfactory,  Mr.  Hughes. 

Q.  It  is  quite  plain.  I  'asked  you  the  other  day  with  regard 
to  the  compensation  of  agents  in  the  ordinary  department,  and  I 
think  I  failed  to  put  in  evidence  the  schedule  you  furnished 
This  is  a  schedule  of  commissions  (showing  witness)  ?  A.  Yes, 
sir. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  350.) 

ME.  HUGHES:  The  commissions  shown  by  this  statement 
range  exclusive  of  single  premiums  and  annuities  from  30  per 
cent,  commissions  on  eight  to  twelve  year,  child's  endowment, 
ages  9  to  13  inclusive,  and  on  ten  payment  twenty  year  endow- 
ment intermediate  and  ten  payment  endowment  and  ten  pay- 
ment life  to  40  per  cent,  commission  on  13  to  19  thousand  dollars 
ages  2  to  8  inclusive;  and  on  guarantee  dividends  15,  20  and  30 
years  endowment,  optional  life  endowment  15,  20  payment  life 
and  ordinary  life  to  50  per  cent.  On  whole  life,  intermediate  and 
reduced  premium  life  the  rates  in  each  case  being  the  rates  of 
commission  for  the  first  year.  In  addition  there  is  what  is 
stated  to  be  a  superintendent's  collection  fee  on  all  premiums 
xcept  the  whole  life,  intermediate  and  the  ten  payment  anJ 
wcnty  year  endowment  intermediate,  of  2i  per  cent,  in  the 
rdinary  department;   5  per  cent,  commission  in  certain  inter- 
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mediate  policies  from  the  second  to  tenth  year  inclusive,  and 
also  a  renewal  commission  to  the  agent  of  five  per  cent,  on  both 
ordinary  and  intermediate  from  the  second  to  the  tenth  year 
inclusive,  in  the  special  class  a  commission  the  first  year  on  ordin- 
ary and  intermediate  policies  is  one-half  the  regular  contract; 
the  agent  renewal  commissions  are  five  per  cent,  in  each  case. 
The  superintendent's  collection  fee  is  2^  per  cent,  in  the  ordinary 
and  five  per  cent,  in  the  intermediate  department;  the  renewal 
and  superintendent's  collection  fee  being  from  the  second  to 
the  tenth  year  inclusive. 

Q.  I  haA'e  a  book  here  that  has  been  furnished  me  by  the 
company  entitled  "  Instruction  book  for  the  exclusive  use  of 
'.igents  of  the  Metropolitan  Life  Insurance  Company  "  which  I 
v.'iU  have  marked  for  identification. 

(Book  marked  Exhibit  531  for  identification.) 

Q.  I  read  now  from  pages  19,  20  and  21  of  the  instruction 
bock  under  paragraph  10  relating  to  description  of  policies,  the 
following  statement,  following  the  enumeration  of  the  various 
kinds  of  industrial  policies  issued,  to  wit:  "  The  Company  de- 
sires all  its  business  written,  wherever  it  is  possble,  on  the  Increas- 
ing Life  and  Endowment  tables.  There  may  come  a  time  when 
every  other  table  will  be  withdrawn.  These  other  tables  are, in- 
cluded in  this  book  simply  for  one  purpose — namely,  the  infor- 
mation of  the  agent,  the  assistant  and  the  superintendent,  neces- 
sary to  enable  successful  competition  with  other  companies  where 
our  Increasing  Life  and  Endowment  tables  are  attacked.  The 
Whole  Life  tables  are  not  to  be  used  except  where  there  is  at- 
tirmpted  interference  with  our  'business  by  the  other  companies 
01  a  preference  expressed  for  the  Whole  Life  table  by  the 
applicant,  founded  upon  knowledge  obtained  from  agents  of 
other  companies  of  the  existence  of  Whole  Life  tables.  The 
reason  is  that  Increasing  Life  and  Endowment  tables  are  better 
for  the  policyholder  and  better  for  the  Company,  because  they 
are  founded  upon  a  scientific  table  of  mortality  and  have  a  practi- 
cally uniform  loading.  It  is  unjust  to  the  Company  to  issue  a 
considerable  amount  of  business  under  any  other  table,  obviously, 
the  Increasing  Life  and  Endowment  table  being  constructed  as  a 
^vhole,  its  operation  is  seriously  interfered  with,  if  different  benefits 
nt  some  ages  are  to  a  considerable  extent  demanded.  These 
labb'S  are  also  better  for  the  policyholder  on  account  of  the  guar- 
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anteed  reversionary  dividends  attached  to  them  and  of  the  fact 
that  after  a  few  years  the  benefits  are  considerably  larger  than 
those  under  the  Whole  Life  table.  In  other  words,  these  policies 
pay  to  the  policyholder  as  much  money  as  the  company  can  afford 
to  pay,  having  regard  to  the  receipts  of  premiums,  on  the  respect- 
ive policies,  and  when  additional  insurance  is  earned  by  persist- 
ence in  paying  premiums,  it  is  guaranteed  by  these  policies.  The 
policies  are  better  for  the  agent  because  they  invite  persistence  — 
there  is  distinct  advantage  to  the  policyholder  in  keeping  up  the 
insurance  and  not  lapsing.  They  are  better  for  the  superintend- 
ent, not  only  for  the  foregoing  reasons,  but  also  because  the 
paid-up  provisions  of  the  Increasing  Life  and  the  endowment  poli- 
cies are  simple,  easy  to  understand,  and  avoid  the  dissatisfaction 
which,  however  unreasonable  it  may  be,  still  no  doubt  exists, 
regarding  the  term  insurance,  which  is  all  that  the  paid-up  poli- 
cies under  the  whole  life  table  promise.  The  company  will  not 
be  satisfied  with  the  record  of  an  agent  who  writes  a  large  pro- 
portion of  this  business  on  other  tables  than  the  Increasing  Life 
and  Endowment  tables.  The  records  of  districts  and  the  rec- 
ords of  individual  agents  in  this  respect  will  hereafter  be  scruti- 
nized and  acted  upon.  We  speak  strongly  on  this  subject,  be- 
cause we  are  convinced  that  in  our  relation  to  the  public  at  large 
the  Increasing  Life  and  EndoAvment  table  is  a  most  valuable 
assistance  to  the  company.  Being  a  homogeneoiis  tablcj  it  en- 
ables the  company  to  do  better  by  the  Infantile  Policies  than  ever 
has  been  done  by  any  other  company;  and  yet  entire  justice  is 
done  to  adult  policyholders ;  having  regard  to  the  actual  mor- 
tality experience  of  Industrial  Insurance. 

We  retain  an  even  $500  table  merely  because  there  is  some 
demand  for  an  even  five  hundred  dollars  of  insiirance,  and  in 
order  that  business  not  up  to  the  grade  of  the  Intermediate 
branch  may  in  some  cases  be  saved  by  these  policies.  Take 
the  Increasing  Life  and  Endowment  policies  they  are  endow- 
ments at  age  80 ;  but,  unlike  these  policies,  they  do  not  guarantee 
reversionary  dividends  — -  i.  e.,  do  not  increase  in  amount. 

"The  Term  and  Endowment  tables  are  published  because 
they  furnish  a  good  outlet  for  sub-standard  risks,  and  because 
they  meet  a  demand  which  the  number  issued  by  the  company 
shows  still  exists." 

Q.  The  guaranteed  reversions  dividends  attached  to  the  in- 
creasing life  and  endowment  policies  are  the  increases  of  $1.00  a 
year  after  three  years.    That  i?  right,  is  it  not?    A.  I  believe  it  is. 
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Q.  Tlien  it  is  a  fact  that  considering  that  iipwards  of  60  per 
cent,  of  your  industrial  policies  terminate  within  five  years,  the 
company  by  writing  insurance  under  the  increasing  life  and  en- 
dowment table  is  able  to  pay  out  less  money  than  it  would  if  the 
insurance  was  taken  on  the  whole  life  table?  A.  I  would  not  say 
that. 

Q.  I  am  to  understand  it  to  be  the  fact  that  within  the  first  five 
years  the  amounts  payable  in  case  of  death  are  less  imder  the  in- 
creasing endowment  table  than  under  the  whole-life  table,  and  it 
would  seem  that  more  than  half  of  the  policies  terminate  within 
five  years,  so  that  there  woTikl  seem  to  be  there  a  gain  by  the  use  of 
that  table.  Is  that  your  undei-standiug  of  it?  A.  There  are  gen- 
tlemen here,  Mr.  Hughes,  who  are  much  more  competent  t-o  answer 
those  questions  than  I  am.  My  general  belief  is  that  that  may  be 
so,  the  question  you  asked,  as  to  certain  ages  paying  a  less  amount 
than  others,  and  there  are  certain  ages  which  pay  more.  My  belief 
IS,  as  I  certified  or  testified  last  week — I  have  been  somewhat  O'Ut 
of  the  practical  operations  of  that  part  of  the  business,  which  em- 
braces things  along  this  line  of  inquiry — but  the  old  table  was  one 
which  we  adopted  when  we  first  started  in  this  business  and  we 
adopted  it  from  the  English  experience,  which  a  few  years  after- 
wards we  found  not  to  tally  with  our  own.  It  developed  certain 
inequalities.  "We  thereupon  waited  until  we  had  been  in  the  bus- 
iness long  enough  to  make  up  out  own  table  of  mortality  and  knew 
what  the  cxiicrience  would  be  here  in  America,  and  upon  that  con- 
structed thi;-.  increasing  table  which  is  scientific.  It  gives  to  each 
age  what  that  age  deserves.  The  other  one  gave  too  much  to  cer- 
tain ages  and  too  little  to  other  ages.  The  new  one  is  a  more  de- 
fensible table.  That  is  as  I  apprehend  the  reason  which  induced  to 
make  this  change. 

Q.  "Was  it  one  of  the  reasons  that  taking  the  average  of  your 
experience,  the  payments  under  the  increasing  life  and  endowment 
policies  owing  to  the  termination  of  policies  would  be  less  than  un- 
,der  the  former  table.  A.  I  would  not — my  impression  was  not 
that  they  were  less  or  more  but  they  were  equalized;  they  were 
more  just,  that  \vhich  each  age  deserved,  and  under  the  old  table 
it  did  not. 

Q.  Have  you  any  data  available  for  that  comparison?  A.  I 
think  there  is  such  data  in  the  office.    I  have  not  it  in  my  memory. 

Q.  Certainly  not.  ^I  should  be  very  glad  to  have  such  a  compar- 
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isoii  made  as  you  may  be  able  to  submit  with  regard  to  tbe  relati\-c 
ages  of  those  two  kinds  of  insurance,  not  of  course  where  the  in- 
surance is  pei-sisted  in,  because  I  see  from  a  cursory  examination  of 
the  table  that  larger  payments  are  made,  but  with  a  view  to  the 
ordinary  duration  of  the  policy.  I  note  on  page  11  of  this  boolc 
the  following:  "In  the  policyholder's  own  interest  and  in  your 
own,  get  well  in  advance  payments  and  keep  there."  A.  That  is 
to  save  the  business  from  lapses. 

Q.  And  also  on  page  14  "Collect  in  every  case  as  far  in  advance 
as  possible."  And  also  on  page  48,  "Use  gentle  persuasion  and  not 
compulsion  to  secure  advance  payments."  It  would  appear  from 
that  that  your  agents  are 'encouraged  to  get  payments  in  advance. 
Do  you  keep  a  record  of  those  advance  payments?    A.  Always. 

Q.  To  what  extent  have  you  had  in  hand  any  time  moneys 
which  represent  advance  payments?  A.  Measured  by  so  many 
thousand  dollars,  I  could  not  say  from  memory. 

Q.  Have  you  any  idea?  A.  We  know  exactly  what  it  is  at  the 
end  of  the  year  to  a  penny. 

MR.  FISKE:  I  can  give  it  to  you.  The  net  advance  pay- 
ments at  the  end  of  the  year  1904  were  1071  per  cent,  of  the 
entire  amount  of  the  debit. 

ME.  HUGPIES :    What  was  the  entire  amount  of  debit? 

ME.  FISKE:    $734,194. 

ME.  HUGHES:  About  $74,000  then  was  in  the  way  of  ad- 
vance payments? 

ME.  FISICE:    Yes. 

ME.  HUGHES:    Is  that  an  average? 
ME.  FISKE:    I  should  judge  so. 

Q.  Does  the  company  make  any  allowance  to  the  policyholders' 
by  way  of  interest  and  otherwise  for  the  advance?     A..  It  does 
not.    At  best  it  gives  it  back. 

Q.  You  mean  if  they  die  before  the  premium  was  due  ? 

MR.  FISKE:     No. 

MR.  HUGHES:  Of  course  you  do  not  give  it  back  if  the  pre- 
miums are  earned. 
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^m.  FISKE:     I  did  not  Tinderstand  yon. 

THE  WITNESS:  Svch  preniinms  as  are  not  earned  are  given 
back. 

Q.  I  note  at  page  101  of  this  Manual  of  Instructions,  or  rathe; 
on  page  68,  Paragraph  10,  "  Excess  arrears  on  lapses,  if  any  must 
be  remitted  with  your  account  over  and  above  collections."  What 
is  meant  by  excess  arrears?  A.  As  a  practical  question  in  the 
daily  operation  of  business,  Mr.  Hughes,  I  would  suggest  that 
you  ask  that  of  Mr.  Fiske  or  Mr.  Craig. 

ME.  FISKE:    It  is  premiums  more  than  four  weeks  in  arrears. 

THE  CHAIEMAX:  It  is  suggested  that  Mr.  Fiske  might 
testify  on  that  point. 

ME.  HUGHES:  I  shall  want  a  little  explanation  on  that.  I 
intend  to  call  Mr.  Fiske  before  long. 

THE  WITIvTESS:  I  take  it  everything  beyond  four  weeks 
allowed  on  the  policies,  is  it  not? 

Q.  Well,  we  might  perhaps  be  able  with  some  suggestion  from 
Mr.  Fiske  to  pursue  that  at  this  point.  What  I  want  to  get  at 
is  this.  If  an  agent  does  not  report  a  lapse  at  the  end  of  four 
weeks  from  the  date  when  the  premium  should  have  been  paid, 
what  is  the  consequence?  A.  He  ought  to  be  held  for  violation 
of  instructions. 

Q.  But  I  mean  the  consequence  as  a  matter  of  account.  A. 
Whether  he  is  held 

ME.  FISKE :  If  we  find  it  out  we  charge  it  to  him  or  to  the 
assistant  who  is  responsible. 

Q.  So  that  he  is  charged  with  the  amount  of  the  premium  if 
it  is  lapsed,  and  it  is  not  reported  at  the  expiration  of  four  weeks. 

ME.  FISKE:  Yes.  We  do  not  find  it  out  except  by  the  in- 
spector's reports,  but  if  we  find  it  and  he  is  still  in  the  service, 
we  charge  him  with  it. 

MR.  HUGHES:    And  if  he  is  not,  you  charge  his  successor? 

ME.  FISKE:  ISTo,  we  charge  his  assistant,  if  he  is  to  blame, 
but  aever  his  successor. 
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^IR.  HUGHES:  I  mean  by  his  successor,  the  man  who  takes 
his  place  as  agent. 

ME.  FISKE :     We  never  charge  him. 

MR.  HUGHES:  I  think  we  might  possibly  let  Mr.  Hegeman 
withdraw  for  a  moment  and  have  you  explain  that,  Mr.  Fiske. 

HALEY  FISKE,  recalled  for  further  examination,  testified  as 
follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Fiske,  we  were  inquiring  about  the  excess  arrears  of 
agents  as  shown  by  Rule  101.  Will  you  please  state  to  what 
extent  and  in  what  manner  lapses  are  charged  to  agents  in  your 
industrial  department?  A.  An  agent  is  paid  on  his  net  increase 
that  is  to  say,  an  account  is  made  up  each  week  in  which  he  is 
charged  with  the  debit  existing  on  the  books  and  in  this  account 
there  appears  a  credit  to  him  for  the  new  business  that  he  has 
written  and  an  offset  against  that  for  the  lapses  that  have  occurred, 
and  his  pay  is  so  many  times  the  ditference.  In  that  he  is  charged 
for  the  lapses. 

Q.  Those  lapses  that  you  refer  to  that  have  occurred  which  are 
charged  in  a  sense  that  they  are  deducted  from  the  amount  upon 
which  his  compensation  is  computed  are  lapses  which  have  been 
reported  after  the  premium  has  been  in  arrears  for  four  weeks? 
A.  They  are  reported  in  his  account.  The  lapses  might  be  re- 
ported in  this  very  account.  The  account  is  made  up  by  him  in 
each  week,  in  which  he  states  in  one  column  the  number  of  policies 
written  and  in  another  column  the  number  of  policies  which  have 
lapsed. 

Q.  Supposing  there  is  a  premium  upon  a  policy  written  by  him 
or  through  his  procuration  which  is  in  arrears  one  week;  should 
he  report  that?  A.  Certainly  not;  certainly  not,  unless  the  policy- 
holder states  "  I  never  intend  to  pay  it,  and  I  want  the  policy 
to  lapse."     In  that  case  it  is  his  duty. 

Q.  How  does  a  policy  premium  unpaid  and  in  arrears  four 
weeks  figure  in  the  account?  A.  It  does  not  appear  at  all,  it  does 
not  appear. 

(J.  It  does  not  reduce  the  collectible  debit?  A.  Not  in  the 
least. 

Q.  Under  what  period  is  he  under  an  obligation  to  report  a 
lapse?     A.  On  the  fifth  Monday. 
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Q.  Suppose  he  does  report  it  then,  the  reported  lapse  is  a  deduc- 
tion from  his  collectible  debit?     A.  That  is  it. 

Q.  If,  however,  he  does  not  report  it,  being  anxious  to  save  it 
if  possible,  being  in  some  friendly  relation,  perhaps  with  the  in- 
sured, what  happens  to  the  agent?  A.  Nothing  happens  to  him 
imtil  we  find  it  out. 

Q.  Suppose  you  find  it  out  at  once,  what  happens?  A.  "We  do 
not  find  it  out  at  once.  He  is  inspected,  and  by  inspection  is 
meant  in  the  taking  of  his  collection  book  and  going  around  his 
debit  to  find  out  whether  or  not  his  report  is  true,  then  if  it  appears 
that  he  has  allowed  policies  to  remain  longer  than  his  fifth  Monday 
then  the  charge  is  made  against  him. 

Q.  What  charge  is  riiade  against  him  then?  A.  "Well,  I  under- 
stand— ^I  speak  subject  to  correction  on  this — but  I  understand 
that  he  is  charged  with  those  extra  arrears. 

Q.  "With  the  whole  amount  that  is  payable — payable,  I  mean? 
A.  He  is  charged  wi-th  the  arrears  over  and  above  those  that  are 
due  on  the  fifth  Monday  and  that  is  why  the  word  excess  is  used, 
arrears  in  excess  of  the  grade  period." 

Q.  Suppose  the  premium  is  ten  ceiits  a  week  and  four  weeks' 
premiums  would  be  forty  cents,  and  on  the  fifth  Monday  —  is  it 
forty  cenrs  or  fifty  cents  ?     A.   Fifty  cents  then. 

Q.  And  you  find  out  at  the  end  say  of  ten  weeks  that  this  lapse 
was  not  reported  on  the  fifth  Monday  according  to  your  rule,  then 
am  I  to  understand  that  the  agent  is  charged  in  his  account  with 
the  difl^erence  between  four  and  ten  weeks  ?  A.  That  is  the  way 
I  understand  it. 

Q.  That  is  with  the  amount  of  excess  arrears  for  the  four  weeks  ? 
A.  That  is  what  I  understand. 

Q.  What  is  done  •with  that  particular  lapse  in  his  next  account, 
anything,  or  is  that  the  total  chd,rged  against  him?  A.  If  it  is 
found  out  the  policy  lapsed  and  that  is  the  end  of  it. 

Q.  And  he  is  simply  charged  for  the  period  during  which  he 
allowed  the  matter  to  remain  imdisclosed  ?     A.  Yes.  ' 

Q.  When  the  policy  lapses,  is  he  charged  with  the  amount 
originally  obtained  by  him  as  commission  ?  A.  There  is  no  charge 
made  against  him  at  all.  It  is  deducted  from  that  business  written 
as  a  basis  of  his  pay. 

Q.  "Well,  is  this  on  a  proper  reporting  of  lapsing  at  the  end  of 
four  weeks  ?     A.  No,  it  is  every  week.     Every  week  his  account 
comes  in  with  the  business  written  and  the  business  lapsed,  and 
he  is  paid  on  the  difference, 
69 
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Q.  That  is  the  charge  for  getting  the  basis  for  computing  his 
commissions?     A.  Yes. 

Q.  When  he  does  not  report  then  he  is  charged  with  excess 
arrears  in  the  manner  yon  have  stated,  is  he  also  charged  with 
the  amount  he  got  for  commissions?  A.  Oh,  no,  I  think  not. 
Why,  if  I  understood  you  correctly,  that  policy  would  then  he 
lapsed,  and  then  would  be  of  covirse  charged  as  a  lapse  against 
liim  for  the  basis  of  paying  his  commission.     In  that  sense,  yes. 

MR.  LIISTDABUET :  Mr.  Hughes  means  the  excess  of  com- 
missions he  has  got. 

THE  WITNESS :  There  is  no  charge  made  on  that,  as  I  under- 
stand it.    I  do  not  see  how  that  could  be. 

Q.  Here  is  a  letter  which  I  merely  want  to  know  the  facts 
about,  that  is,  I  want  to  know  the  correctness  of  the  statement, 
without  any  reference  to  the  man  who  is^rote  it,  who  is  an  agent 
of  yours,  it  would  seem.  He  says,  "  I  am  an  agent  and  collector 
for  the  Metropolitan  Life  Insurance  Company  ought  to  mention  a 
few  points  to  you  of  which  you  may  not  be  aware,  and  I  have  ex- 
perience. First,  if  I  wrote  a  colored  child  for  a  premium  ten 
cents  and  collected  one  year  on  it,  the  company  will  not  allow  me 
special  salary  on  it,  as  they  do  not  pay*agents  on  colored  children 

under  five  years  of  age  next  birthday "     A.  What,  won't  you 

rejieat  that  again  ? 

Q.  "  If  I  wrote  a  colored  child "     A.  What  is  the  date  of 

the  letter,  I  mean  the  place  ? 

Q.  I  do  not  care  to  state  that A.  There  are  some  parts 

of  the  country  where  they  do  not  write  explored  business. 

Q.  This  is  in  the  north  and  not  very  far  from  New  York  Oity. 

"  If  I  write  a  colored  child  for  a  premium  ten  cents  and  collected 
one  year  on  it,  the  company  will  not  allow  me  special  salary  on 
it,  as  they  do  not  pay  agents  on  colored  children  under  five  years 
of  age  next  birthday."  Is-  that  true  ?  A.  Not  as  I  understand 
it.     It  is  the  first  I  heard  of  such  a  rule. 

Q.  "And  if  at  the  expiration  of  one  year  it  is  transferred  to  an 
agent  who  has  been  employed  by  the  company  for  ten  years 
^and  that  agent  has  collected  four  weeks  on  it,  and  he  is  com- 
pelled to  lapse  or  cancel,  the  policy  he  is  charged  two  dollars  for 
this  lapse,  and  is  not  paid  any  special  salary."  A.  I  do  not  think 
tbovo  is  any  basis  for  that.     If  you  will  let  me  have  a  copy  of 
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the  letter  which  I  can  get  from  the  minutes  there,  I  will  ask  the 
aiiditing  division  what  they  do  in  these  cases,  but  that  is  not  my 
understanding  at  all.  Of  course  these  accounts  are  made  up  by 
the  tmditing  division. 

Q.  We  have  had  a  great  number  of  letters  from  agents  and  ex- 
agents  of  your  company  ?    A.  Yes. 

Q.  We  understand  the  great  importance  of  stringent  super- 
^•ision  of  a  business  of  this  character  where  you  employ  a  great 
multitude  of  people  dealing  with  small  amounts  of  money,  and  we 
merely  desire  to  know  whether  the  procedure  of  your  Company 
goes  beyond  what  is  fair  and  proper  discipline  or  stringency,  an/1 
whether  as  has  been  claimed  by  many,  it  is  unduly  severe  ?  A.  T 
will  give  jou  the  facts  in  every  case  in  which  you  let  me  know 
the  complaint. 

Q.  They  say,  "  If  I  write  a  child  one  year  and  collect  thirteen 
years  on  same  and  am  compelled  to  cancel  same  that  I  have  re- 
ceived $1.50  special  salary  on,  the  company  charges  me  two 
dollars  for  the  same  policy  ?"    Is  that  possible  ?    A.  Well 

Q.  In  other  wordsj  it  seems  to  be  the  claim  that  the  amount 
of  the  original  commission  or  salary  is  charged  back  on  the  lapse. 
Is  that  true?  A.  No.  If  it  should  lapse  after  thirteen  years, 
'vhich  it  never  does,  by  the  way,  except  by  death,  and  in  the  case 
of  death  we  do  not  charge  the  agent  with  it  at  all,  whatever  as  a 
lapse  it  is  deducted  from  the  amount  on  which  a  special  salary 
is  counted 

ME.  LINDABURY:     He  doesn't  pay  back  anything? 

THE  WITNESS :    He  does  not  pay  back  anything,  no. 

Q.  Then  we  may  take  it  as  your  testimony  that  the  agent  Is 
charged  only  in  this  way,  that  if  he  does  not  report  a  lapse  at  the 
time  when  he  should,  he  is  then  charged  with  the  excess  arrears 
from  the  time  when  he  should  have  reported  it  to  the  time  when 
it  is  discovered  ?    A.  Yes. 

Q.  And  secondly,  that  when  he  does  report  a  lapse  properly 
the  amount  of  the  collection  or  what  \vill  be  the  collection,  is 
deducted  from  the  amount  of  his  collectible  debits  in  order  to 
compute  his  commission  ?    A.  That  is  my  understanding  of  it. 

Q.  And  that  is  all  there  is  of  it?  A.  That  is  all  there  is  of  it, 
as  I  understand.  Would  this  be  a  good  place  to  explain  those  four 
policyholders'  letter^  you  asked  about  the  other  day. 
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Q.  Yes,  I  will  be  glad  to  have  you  make  any  explajiation  yoii 
can.  A.  I  promised  to  look  them  up  for  you.  In  the  case  of  a 
man  with  a  mother-in-law,  I  believe  the  facts  are  as  stated,  that 
he  took  paid-up  insurance  and  took  it  for  the  espectation  of  life, 
and  the  lady  is  still  living,  and  therefore,  the  policy  has  expired. 
But  in  this  case  we  should  be  very  glad  when  death  occurs  to 
pay  the  amoxmt  of  a  policy  that  would  have  been  issued  if  he 
had  selected  the  full  life.  In  other  words,  we  want  the  liability 
terminated  some  time  or  other. 

Q.  Well,  it  is  terminated  now  according  to  the  contract,  is  it 
not?  A.  It  is  terminated,  but  there  is  nothing  payable  because 
she  is  alive.    There  could  be  notliing  payable  until  she  died. 

Q.  You  consider  that  a  man  has  an  insurable  interest  in  his 
mother-in-law's  life  ?  A.  Eor  a  small  amount  in  case  he  buries 
her,  certainly.  I  do  not  think  there  is  any  doubt  about  that,  or  in 
case  he  pays  the  sick  expenses.  We  have  no  doubt  of  the  insur- 
able interest  of  a  relative  or  friend  who  pays  the  expenses  of  the 
last  sickness  or  death. 

Q.  Those  are  hardly  in  contemplation  in  this  case,  I  suppose. 
We  don't  know  about  that.  A.  In  this  case  he  probably  will 
pay  the  expenses  of  the  last  siclcness  and  death,  I  suppose  he  will. 
iN^ow,  in  Rochester,  you  will  remember  that  the  complaint  is 
that  the  agent  told  the  lady  that  if  she  would  pay  forty  cents  it 
woidd  complete  the  five-year  term  and  entitle  her  to  a  paid-up 
policy.  I  find  the  facts  in  that  case  to  be  these:  Tliere  were 
four  policies  in  force,  not  one.  The  forty  cents  were  paid  on 
others  as  well  as  this.  Only  two  of  these  policies,  paid-up  poli- 
cies, were  issued  in  January  last.  On  the  third  she  kept  up  the 
payments  until  May  of  this  year,  when  she  allowed  the  policy 
to  lapse.  On  the  fourth  the  child  died  and  no  claim  of  this  char- 
acter was  made  until  after  the  death  of  the  child,  and  the  agent 
denies  absolutely  that  any  such  representations  were  made  by 
him,  and  it  would  appear  from  the  treatment  of  the  other  policies 
that  his  statement  must  be  true,  because  as  to  two  others  she  took 
paid  up,  and  she 

Q.  Did  you  communicate  those  facts  to  Mr.  Adams?  A. 
Thiose  facts  were  communicated  by  our  superintendent  within 
three  days  after  we  got  his  letter.  We  at  once  found  what  the 
facts  were  and  told  our  superintendent  to  go  and  explain  it  to 
him  and  he  says  he  did  it,  and  I  recollect  the  date  he  visited  the 
kwyer  was  only  three  or  four  days  after  the-  date  of  the  lawyer's 
letter. 
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Now,  the  case  of  Joseph  Waite  is  a  case  where  there  were  in 
force  ten  policies,  four  on  his  wife's  life  and  six  on  his  own. 
He  complains  that  he  has  more  premiums  than  his  policies 
amount  to.  One  policy  was  issued  in  1886,  two  in  1887,  one  in 
3890,  and  two  in  1891.  And  then  on  his  wife's  life  one  was 
issued  in  1886,  one  in  1887,  one  in  1891,  and  one  in  1895.  There 
is  no  doubt  that  on  some  of  these  policies  he  has  paid  in  pre- 
miums exceeding  the  face  of  the  policy.  As  Mr.  Oraig  explained, 
that  is  bound  to  happen  in  the  case  of  people  who  Htc  a'  long- 
while  beyond  their  expectancy  and  if  it  were  not  for  that  we 
could  not  pay  death  claims  on  policies  where  death  occurs  in 
the  first  year.  On  three  of  these  policies  he  has  had  a  surrender 
value  amounting  to  the  full  reserve.  We  made  no  surrender 
charge  at  all  under  the  peculiar  circumstances. 

Q.  Won't  you  state  what  amount  he  has  had  as  surrender 
value,  and  the  amoimt  he  has  paid  in  ?  A.  Well,  I  have  not 
got  the  figures  here,  biit  I  have  no  reason  to  think  he  states  it 
untruly.  He  states  in  his  letter,  he  states  that  the  surrender 
value  amounted  to  $36.26,  and  I  suppose  that  to  be  correct.  I 
did  not  look  it  up. 

Q.  How  much  does  he  say  he  paid  in?  A.  He  says  he  paid  in 
$96.  'Now,  whether  that  is  true  or  not  I  have  not  calculated, 
but  anybody  can  calcijlate  it  from  this.  I  find  he  has  been 
rather  a  troublesome  man  and  has  had  more  or  less  controversy 
with  our  people,  and  we  were  perfectly  ready  on  these  other 
policies  to  pay  cash  surrender  values,  and  when  he  gets  eighty 
that  vA)uld  not  be  true  of  hers  in  1907. 

He  says,  "  I  am  eighty  years  old  now."  And  I  think  at  the 
next  interview  he  said  he  was  eighty-five.  We  told  him  if  he 
v.'ould  produce  proof  of  his  age  we  Avould  pay  them,  but  without 
j)roof  we  would  have  to  go  according  to  his  application,  which 
Vv'hich  was  dated  1827.  He  would  therefore  be  eighty  years  old 
in  1907,  and  would  be  then  entitled  to  the  face  of  these  policies 
on  his  own  life.  His  wife,  I  believe,  was  a  younger  woman,  and 
that  would  not  be  true  of  hers  in  1907. 

The  last  one  is  John  Guthrie.  His  complaint  was  also  that 
he  had  paid  more- — he  says  he  is  eighty  years  of  age.  He  does 
not  say  so,  but  he  is.  He  complains  that  he  has  paid  more  in 
premiums  than  the  face  of  his  policy,  and  he  says  that  we  did 
offer  him  a  paid-up  policy,  which  I  have  no  doubt  is  true.  I 
did  not  look  it  up.     The  man  being  that  he  has  just  now  passed 
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the  age  of  eighty,  and  is  now  entitled  to  the  face  of  his  policy 
and  will  get  it. 

Q.  He  mentions  here  an  increase  in  his  premiuna?  A.  That 
is  not  true.  The  premium  charfl;ed  now  is  exectly  that  stated 
on  tlic  application. 

Q.  He  states  that  the  full  face  of  his  policy  is  $189.00.  That 
is  correct?    A.  $189.00  is  correct. 

Q.  In  other  words,  he  now  haying  passed  eighty  is  entitled  to 
$180.00?    A.  Yes. 

Q.  And  the  facts  he  alludes  to  of  having  paid  in  nearly  four 
hundred  dollars  is  simply  his  misfortune  in  having  lived  so 
long?  A.  Well,  it  is  the  good  fortune  of  others  having  col- 
lected it  earlier.    That  is  the  theory  of  life  insurance. 

Q.  Men  who  live  long  do  not  find  it  as  advantageous  as  men 
who  die  earlier?     A.  Yes,  sir. 

Q.  Will  you  submit  a  specimen  account  sheet  of  an  agent, 
so  we  may  have  the  form  of  accounting  in  mind  readily?  A. 
Yes. 

Q.  I  asked  the  other  day  as  to  the  amount  paid  superintend- 
ents. Can  you  furnish  the  data  for  that?  A.  The  first  method 
1  .'"  paying  superintendents  was  to  give  them  a  very  small  salary, 
which  I  think  in  the  case  of  our  largest  paid  man  was  only  eleven 
dollars  a  week,  and  then  to  give  them  an  accumulative  interest 
of  two  times  their  increase.  Those  contracts  have  all  expired. 
They  were  found  to  be  too  expensive.  I  wish  to  say,  however, 
that  was  the  gross  amount  paid,  and  that  oiit  of  that  salary 
the  man  had  to  furnish  his  own  office,  clerks,  heat,  light  and  all 
expenses.  It  was  absolutely  a  gross  payment  from  us  to  which 
nothing  was  added  by  way  of  allowances.  That  was  found  too 
expensive  many  years  ago,  before  I  came  with  the  company,  so 
I  don't  know  how  many  years  ago,  and  that  for  future  superin- 
tendents was  reduced  to  one  time  and  that  was  made  cumula- 
tive. 

There  are  only  seven  of  those  contracts  in  existence.  I  should 
fhink  five  to  eight  years  ago  a  still  different  method  was  adopted 
of  paying  a  superintendent  a  weekly  salary,  and  paying  in  addi- 
tion thereto  his  clerks  and  his  light,  and  I  think  some  other 
expenses  anyAvay.  JSTow,  those  superintendents  are  put  in  when 
they  are  young  at  twenty-five  dollars  a  week.  In  cases  of  their 
having  large  debits  and  large  staffs  they  are  paid  sometimes  at 
the  start  thirty-five  dollars.     Some  of  them  are  paid  fifty  dob 
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lars,  but  not  many.  I  think  we  have  one  superintendent  that 
ve  pay  seventy-five  dollars.  He  has  charge  of  a  very  large 
district  and  is  a  very  good  man.  There  cannot  be  said  to  be  an 
average,  because,  every  superintendent  is  different,  depending 
upon  the  length  of  his  service,  the  amount  of  his  debit,  the 
amount  of  his  staff  and  to  some  extent  the  amount  of  ordinary 
insurance  in  force,  which  is  given  him  on  which  £e  has  a 
commission. 

Q.  What  is  the  highest  amount  you  have  ever  paid  a  super- 
intendent? A.  I  suspect  McGargee;  at  the  time  he  left  us  was 
receiving  the  largest. 

Q.  He  was  in  the  I^ew  York  JSTorthern  District?  A.  He  was 
in  the  ]!few  York  North.  He  had  160  men  under  him  and  the 
largest  debit  in  the  company  and  was  the  oldest  servant  in  the 
superintendency  ranks. 

Q.  "What  was  the  amount  of  his  compensation?  A.  I  think 
it  was  in  the  neighborhood  of  four  hundred  dollars  a  week  gross, 
was  it  not,  Mr.  Hegeman? 

MR.  HEGEMAN:  Somewhere  around  •there. 

Q.  Eour  hundred  dollars  a  week  salary?  A.  Well,  if  you 
choose  to  state  it  so,  it  was  on  his  debit. 

Q.  Why  do  you  say  four  hundred  dollars  a  week  gross  ?  A. 
Because  he  had  to  pay  all  expenses  out  of  it. 

Q.  Do  you  know  what  it  netted  him?     A.  I  have  no  idea. 

Q.  Do  you  know  what  his  expense  approximated?  A.  Xo, 
it  would  be  a  guess,  lie  had  a  very  large  office,  and  a  very  large 
force  of  clerks,  and  had  to  spend  a  great  deal  to  get  business,  no 
doubt;        ^ 

Q.  When  did  he  leave  you?  A.  This  year  some  time;  his  health 
broke  down. 

Q.  Have  you  other  agents  who  get  gross  three  or  four  hundred 
dollars  a  Aveok?    A.  We  have,  I  think,  one  who  gets  that. 

Q.  Where  is  he?  A.  He  is  in  Philadelphia — tAvo,  one  in  St. 
Louis,  and  both  have  been  with  us  a  great  many  years,  and  have 
a  very  large  debit  in  force,  and  have  a  large  force  under  them. 

Q.  How  much  do  they  get?  A.  One  gets  $330  at  present, 
and  the  other  $317.  Those  are  two  of  the  seven  men  who  have 
those  one  time  cumulative  contracts. 

Q.  How  much  is  the  total  paid  in  1904  to  superintendenth  i 
k.  Well,  you  did  ask  me  for  that  and  I  do  not  know, 


2184  Legislative  Insurance  Investigation. 

Q.  Well,  approximaely?  A.  I  should  have  to  guess,  and  I 
would  rather  not. 

Q.  You  can  supply  that  later?  A.  Will  you  get  that,  Mr. 
Craig. 

MK.  CRAIG:  Yes. 

Q.  It  is  a  fact,  is  it  not,  that  there  is  great  pressure  on  your 
agents  to  get  business?  A.  Why,  I  don't  think  so.  There  is  only 
the  pressure  that  is  involved  in  the  superintendent  desiring  to 
make  his  allotment,  as  we  call  it,  lliat  is  an  amount  of  business  we 
think  ought  to  be  produced  from  the  districts. 

Q.  What  happens  if  he  does  not  produce  it?  A.  iRothing, 
happens. 

Q.  Except  that  he  is  not  satisfactory?  A.  He  gets  scolded,  that 
is  all. 

Q.  And  if  he  continues  he  is  dismissed?  A..  Well,  nobody  does 
that.  I  think  the  allotment  runs  about  ten  cents  per  week  per 
agent's  increase,  and  I  think  the  average  increase  that  is  being 
made  is  about  eight  cents. 

Q.  Don't  you  think  that  charging  the  agent  with  lapses  in 
ariiving  at  the  amount  at  which  his  commission  is  to  be  computed, 
in  view  of  the  normal  percentages  of  lapses  in  that  kind  of  busi- 
ness, put  greater  pressure  upon  the  agent  to  get  new  business? 
A.  I  think  not,,  we  have  tried  other  experiments.  Of  course 
the  origin  of  this  method  of  payment  was  to  prevent  lapses. 
The  temptation  of  course  in  an  agent  who  starts  out  to  do  an 
industrial  business  where  the  premiums  are  paid  weekly,  and 
therefore  there  may  be  lapses  any  week,  the  temptation  would  be 
to  write  business,  get  his  commission,  let  it  lapse,  rewrite  it,  and 
keep  on  so,  and  it  would  be  a  bottomless  pit  for  us.  Our 
system  of  compensation  was  therefore  founded  upon  the  idea 
that  he  ought  to  get  all  the  collections  that  he  could,  and  that 
he  ought  not  let  a  policyholder  lapse  who  could  be  induced 
by  proper  means  to  pay.  And  I  believe  the  John  Hancock 
had  at  one  time  a  somewhat  different  system.  They  paid,  I 
think,  so  much  for  new  business,  and  then  a  small  amount  on 
increase.  Their  expense  ratio,  I  think,  has  always  been  higher 
than  ours,  and  their  rate  of  persistence  is  not  so  good  as  ours  of 
late  years,  and  I  believe  we  have  a  better  system.  We  tried 
that  system  out  in  the  west  as  an  experiment  some  years  ago. 
It  was  not  a  success  in  the  way  of  holding  agents  or  holding  busi- 
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ness  more  economically.  Then  we  tried  in  Chicago  a  salary 
X'lan,  and  paid  a  man  twelve  dollars  a  week,  and  then  had  his 
account  made  up  to  see  how  it  would  come  out,  with  what  he 
would  earn  anyway..  We  found  they  were  unproductive  agents; 
they  would  simply  live  on  the  twelve  dollars  a  week,  and  not 
work,  and  that  was  unjust  to  us,  and  to  the  stockholders,  and 
to  the  policyholders,  and  to  the  company,  and  it  was  not  continued. 
We  have  tried  these  experiments,  and  have  come  to  the  belief 
that  we  have  the  best  system.  In  the  case  of  the  older  agents 
we  gradually  increase  according  .to  their  years  of  service  the 
number  of  times  we  pay,  so  that  pgents  who  have  been  with  us  a 
long  while  get  twenty  times,  so  in  that  way  we  make  iip  to  him 
something  in  the  inequality  of  charging  him  with  the  lapses  on 
the  old  business. 

Q.  It  occurs  to  me  that  with  the  best  efforts  there  could  be  a 
certain  number  of  lapses  almost  of  necessity  in  this  class  of  busi- 
ness? A.  There  will  be  with  fifty-two  opportunities  to  lapse, 
weekly  payments. 

Q.  And  with  the  agents  charged  with  the  lapses  in  determining 
the  collectible  debit  there  would  be  a  great  temptation  to  write 
at  any  hazard  new  business  in  order  that  his  collectible  debit 
might  be  maintained  or  increased?  A.  Well,  the  answer  to  that 
would  be  that  this  business  so  obtained  would  itself  drop  off  and 
he  would  not  be  any  better  off  a  week  or  two  after  than  when  he 
started. 

Q.  Excepting  that  then  there  would  be  an  increasing  desire 
to  write  new  business  although  the  risks  were  not  satisfactory? 
A.  Well,  of  course,  that  sort  of  agent  would  not  be  successful 
and  would  not  be  allowed  to  continue,  because  the  superintendent 
would  say,  "  Here  is  business  brought  in  one  week  which  has 
just  lapsed,"  and  it  would  not  continue.  The  thing  to  deter- 
mine with  respect  to  the  agent  is  what  do  they  make.  If  they 
make  an  average  salary  of  eleven  or  twelve  dollars  a  week  and 
we  give  them  an  opportunity  in  addition  to  make  commissions 
on  ordinary  business,  it  seems  to  me  we  have  done  justice  by 
them,  and  so  far  as  that  is  concerned  our  method  is  a  proper  one. 
And  so  far  as  the  policyholder  is  concerned,  we  believe  it  to  be 
the  best  method  after  trying  various  experiments.  Then  I  want 
to  say  this,  too,  that  I  think  our  experience  is  proving  the  cor- 
rectness of  our  plan,  in  view  of  the  fact  that  our  lapsed  ratio  is 
decreasing.     Now,  when  Mr.  Craig  made  up  those  for  you  as.  to 
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the  number  lapsing  the  first  year  Avithin  three  months  I  com- 
pared them  with  figures  which  had  been  made  up  for  me  a  few 
years  ago  for  the  purpose  of  writing  an  article,  and  I  found  tlie 
ratio  had  decreased  very  much  since  that  time,  so  we  think  we 
are  getting  there.  Of  course  if  there  were  no  lapses,  if  he  could 
collect  every  premium  every  week,  we  would  pay  very  much  more 
to  policyholders  and  very  much  more  to  agents,  and  that  there- 
fore must  be  our  aim.  We  are  aiming  at  getting  a  persistent 
business,  and  every  step  we  take  in  that  direction  benefits  agents 
and  policyholders. 

Q.  Have  you  any  agreement  with  the  Prudential  that  you  will 
not  employ  any  agent  that  is  with  the  other  company  or  that 
lias  been  discharged  by  the  other  company  ?  A.  Oh,  certainly 
not^  never  have  had  such  an  agreement.  The  agreement  between 
the  three  companies  is  that  we  will  not  put  on  an  agent  of  an- 
other company  in  the  same  locality  for  our  company  within  two 
years,  in  tbe  same  district,  the  reason  being  that  if  a  man  should 
leave  the  Hancock  say,  and  should  come  to  us  and  there  were  no 
such  agTeements,  there  would  be  a  very  great  temptation  for  him 
to  go  to  his  old  policyholders  in  the  Hancock  and  persuade  them 
to  give  them  up  and  to  come  with  us  in  the  Metropolitan.  It 
would  be  a  great  injustice  to  policyholders.  That  rule  is  made 
solely  for  the  protection  of  the  policyholders  and  no  others,  but 
we  constantly  take  men  dropped  from  the  other  companies  and 
they  constantly  take  ours. 

Q.  And  three  Companies  you  refer  to  are  the  Prudential,  John 
Hancock  and  your  own?  A.  We  have  agreements  with  all  the 
respectable  industrial  companies  in  the  country. 

Q.  Have  you  any  agreement  with  any  company  as  to  rates? 
A.  ISTo,  sir,  none  wha;tever.  As  a  matter  of  fact  our  rates  are 
different.     The  rates  in  all  the  three  companies  are  different. 

BY  THE  CHAIEMAN: 

I  think  you  said  that  so-called  lapses  from  death  in  your  com- 
pany are  not  charged  against  the  agent  ?  A.  No,  not  in  his  com- 
pensation. 

Q.  So  you  must  make  a  distinction  in  your  business  in  some 
way?  A.  We  do.  He  does  not  put  it  in  his  account  if  it  is 
caused  by  death.  It  does  not  appear  in  his  account  at  all  and  he 
is  not  charged. 

Q.  But  that  premium  which  the   deceased  person   otherwise 
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\vo\ild  have  paid  has  gone  into  his  debit?    A.  Into  his  debit,  yes, 

but 

Q.  How  does  he  indicate  that  it  had  died  and  not  lapsed?  A. 
Why  I  presume  that  is  indicated  in  -the  account.  We  know  it. 
The  fifty  years  he  is  not  charged  with  it.  By  what  method  it  is 
brought  to  our  own  attention,  I  don't  know.  I  presume  there  is 
a  column  in  the  account. 

EYME.  HUGHES: 

Q.  The  Committee  would  like  to  know  how  many  infantile  pol- 
icies the  company  is  now  issuing  per  year,  can  you  now  state  ? 
A.  Why 

Q.  You  can  furnish  it?  A.  I  can  furnish  it.  I  will  not  say  as 
a  guess. 

Q.  How  many  in  1904  and  how  many  in  1905  up  to  November 
1st?    A.  We  will  get  those  figures  for  you. 

BY  THE  CHAIEMAE" : 

Q.  Do  you  do  any  business  outside  of  this  country  and  Canada  ? 
A.  ISTo,  sir. 

Q.  Do  you  cover  all  the  provinces  of  Canada?  A.  'No,  sir,  we 
cover  British  Columbia,  Quebec,  Ontario  and  we  are  in  Winnipeg, 
which  is  Manitoba,  I  think. 

Q.  Do  nothing  in  Mexico  or  South  America?    A.  No. 

BY  ME.  HUGHES : 

Q.  You  have  been  asked  for  a  statement  of  payments  for  ser- 
vices in  connection  with  matters  of  legislation  apart  from  Mr. 
Hamilton  and  you  have  furnished  this  statement  (handing 
paper)  ?     A.  Yes. 

ME.  HUGHES :    I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  352.) 

THE  WITKESS :    In  ten  years,  is  it  not? 

Q.  In  ten  years,  exclusive  of  the  payments  made  to  Mr.  Ham- 
ilton. How  were  these  moneys  paid  out  in  1905  expended.  A. 
They  were  paid  by  checks  to  different  counsel  in  different  parts  of 
the  country  and  Canada. 
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Q.  Any  part  of  it  expended  in  New  York?  A.  I  think  not;  I 
am  not  certain. 

Q.  Through  whom  were  these  moneys  disbursed?  A.  Why 
they  send  an  account  to  me  and  I  checked  it. 

Q.  Who  sends  the  account?    A.  The  lawyer. 

Q.  Well,  who  is  the  lawyer?  A.  The  lawyer  whom  I  employ 
in  the  different  States. 

Q.  Are  these  moneys  all  paid  for  lawyers?  A.  Why  practi- 
cally all,  I  think,  yes,  sir. 

Q.  What  are  not  so  paid?  A.  I  don't  remember,  but  there 
may  have  been  a  few  not  lawyers.  I  remember  a  man  in  Penn- 
sylvania who  was  in  a  position  to  give  us  information  as  to  how 
things  were  going  on  in  Harrisburg,  and  I  think  that  may  in- 
clude $300.,  to  him— $240,  I  think. 

Q.  What  amount  have  you  expended  in  the  last  ten  years  in 
Massachusetts?      A.    The  total  amount? 

Q.  Yes.  A.  I  am  sure  I  don't  know.  The  largest  was  in 
1905,  where  we  spent  quite  a  considerable  amount  of  money 
becaiise  we  had  the  fight  of  our  lives. 

Q.  How  mvTch  did  you  expend?  A.  I  should  not  be  sur- 
prised to  the  amount  of  $40,000. 

Q.  How  did  you  expend  it?  A.  Exclusively  in  payment  of 
counsel,  and  in  paying  the  newspapers  to  print  our  testimony, 
which  they  refused  to  do  without  being  paid  for  it.  They 
printed  all  the  testimony  against  us  with  flaring  headlines,  and 
Governor  Long  said  this  will  never  do,  if  we  win  in  this  State, 
we  will  have  to  Avin  by  publishing  information,  and  we  must 
get  your  testimony  in.  And  they  charged  us  a  dollar  a  line,  but 
we  could  not  help  it.  I  think  that  was  the  way  most  of  the 
money  was  spent.  I  think  Ave  spent  more  that  way  than  for 
counsel. 

Q.  Have  you  retained  any  persons  at  any  time  who  have  been 
connected  with  insurance  departments?  A.  Do  you  mean  at 
the  time  they  Avere  connected  with  the  department? 

Q.  JSTo,  who  had  been  previously  ?  A.  No,  I  think  Mr.  Fricke 
has  been  retained  once  or  tAvice. 

Q.  Is  he  under  retainer  now  ?  A.  No,  he  is  not  under  retainer 
in  that  sense.  I  mean  he  was,  employed  for  specific  purpose. 
There  is  nobody  under  retainer  for  legislative  work  whatever, 
unless  you  may  say  ]Mr.  Hamilton  is. 

Q.  Can  you  state  to  Avhom  the  items-  were  paid  comprising 
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the  $9,000  in  1905?  A.  Well,  only  roughly.  ,1  conld  find  out 
for  you.  It  is  my  recollection  that  about  $1,000  of  it,  or  $1,300 
were  paid  to  various  counsel  in  Canada  for  appearing  before  tlie 
government — it  was  a  government  measure,  and  possibly  before 
the  legislature  afterwards  and  about  a  bill  that  was  pending. 
Then  there  was  paid  to  ex-Senator  Butler  of  Massachusetts,  who 
was  our  regular  counsel  there,  I  think  something  like  $2,000  in  a 
fight  that  was  on  New  Hampshire,  and  I  think  a  similar  amount 
for  Massachusetts.  That  makes  up  nearly  all  the  money.  There 
were,  as  I  remember,  eight  States  in  this  year  in  which  we  had 
to  employ  counsel  including  Canada,  as  one  State. 

Q.  If  you  will  make  up  a  statement  showing  the  persons  who 
have  received  the  moneys  mentioned  here  I  should  like  it.  Take 
the  last  five  years  ?     A.    Yes,  sir. 

Q.  Have  you  made  any  payments  to  Andrew  C.  Fields  ?  A. 
Oh,  no,  sir. 

Q.  To  William  H.  Bulkley  ?  A.  I  think  there  are  one  or  two 
small  payments  to  Mr.  Bulkley. 

Q.  Within  what  period  ?      A.    Well,  I  should  say  in  five  years. 

Q.  And  for  what  purpose,  in  connection  with  what  legislation  ? 
i\.  Well,  I  think  that  he  was  employed — I  did  not  employ  ]\Ir. 
Bulkley.  I  think  he  was  employed  to  look  after  things  Avhen 
Mr.  Hamilton  was  away  from  Albany,  and  to  give  us  information 
as  to  how  things  were  going  on  there  in  the  department,  and  in 
the  Legislature,  but  the  sum  was  small ;  my  recollection  is  that 
we  paid  him  $500  or  something  of  that  sort. 

Q.  If  you  will  make  an  itemized  statement  for  the  five  years 
showing  the  different  persons  who  received  the  money  I  should 
be  obliged  ?      A.    Yes,  sir,  I  will. 

Q.  You  have  also  furnished  a  statement  showing  legal  ex- 
penses for  1904,  itemized?      A.    Analyzed. 

ME.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  353  and  read  by  Mr.  Hughes.) 

THE  WITNESS:  The  thousand  dollars  paid  to  Mr.  Hamilton 
jnakes  that  five  against  this  four. 

Q.  You  are  referring  now  to  the  comparison  of  the  legislative 
counsel  fees  in  the  table  of  legal  expenses  and  the  table  of  pay- 
ments outside  of  those  paid  to  Mr.  Hamilton.  What  is  meant 
by  $3,842.58  erroneously  debited  to  legal  expenses?     A.  Wheji 
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T  came  to  go  over  tliem  I  found  some  items  that  the  clerk  had 
included.  There  was  a  certain  amount  paid,  five  hundred  dol- 
lars to  the  Department  accounted  going  over  the  actuary's  books, 
certain  detective  fees,  and  those  things  added  up  had  nothing 
to  do  with  legal  expenses,  or  legislative  expenses. 

Q.  You  mention  five  hundred  dollars  to  the  Insurance  De- 
partment. Can  you  mention  any  other  item?  A.  The  detective 
fees  were  several  hundred  dollars.  Mr.  Craig,  can  you  remember 
the  others,  there  were  tax  searches,  which  was  quite  a  large 
amount. 

Q.  The  general  counsel  fees  mentioned  here  are  the  general 
counsel  of  your  company?  A.  That  means  counsel  who  we 
employ  in  various  suits  at  an  annual  retainer  which  has  nothing 
to  do  with  legislation. 

Q.  And  your  regular  counsel?     A.  Yes. 

Q.  The  tax  matters  and  litigation  refer  to  the  ordinary  legal 
work  of  your  Company?     A.  Yes. 

Q.  And  has  nothing  to  do  with  matters  of  legislation?  A. 
No. 

Q.  Can  you  tell  me  how  the  amounts  for  which  paid-up  policies 
are  allowed  by  your  company  are  ascertained.  What  is  the  basis 
of  computing  the  amount  for  paid-up  policies?  A.  Under  the 
increasing  life  and  endowment  policies  or  any  policies  which  have 
a  definite  term,  it  is  the  proportion  which  the  number  of  years 
the  policy  has  been  in  force  has  to  the  number  of  years  the 
policy  Avould  be  in  force  to  mature,  according  to  the  face  of  the 
policy. 

Q.  I  know.  But  how  do  you  reach  that  method?  In  other 
words,  why  do  you  select  that  proportion  ?  A.  That  is  as  old  as 
the  business,  I  think. 

Q.  Is  there  a  scientific  reason  or  simply  a  tradition  ?  A.  It  is 
simply  a  tradition.  A  twenty  payment  life  policy,  for  instance, 
which  has  been  in  force  for  ten  years,  they  give  half  of  the 
policy.     It  is  all  wrong. 

Q.  "Why  should  it  not  be  more  ?    A.  It  ought  to  be  less. 

Q.  Why  do  you  pay  more  than  you  ought  to  do  ?  A.  I  don't 
know.     It  has  been  done  always  and  we  follow  the  tradition. 

Q.  What  is  the  ratio  which  you  allow  for  paid-up  insurance  to 
the  reserve  ?  A.  In  the  Industrial  Department  it  is  83  per  cent, 
of  the  reserve. 

Q.  What  is  it  in  the  ordinary  department?  A.  I  have  for- 
gotten.    Mr.  Craig,  do  you  know? 
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Mil.  CEAIG:  On  life,  Q6  2-3. 

ME.  HUGHES;  What  is  it  on  endowment  policies? 

MR.  CRAIG:  It  varifes  according  to  the  policy. 

THE  WITNESS:  The  endowment  is  according  to  the  other 
rule  I  have  mentioned. 

Q.  What  would  be  the  percentage  of  the  reserve  ?  A.  It  would 
differ,  I  think.     I  don't  think  there  is  any  rule  about  it. 

Q.  Can  you  make  up  a  statement  which  would  show  jUst  what 
relation  your  paid-up  policies,  that  is,  the  amount  allowed  under 
these  statements  you  have,  bears  to  your  reserve  ?  A.  Will  you  do 
that,  Mr.  Craig?  Make  up  what  part  of  the  reserve  is  used  up 
in  the  amount  of  paid-up  policies. 

MR.  CRAIG:     In  the  ordinary  department? 

THE  WITNESS:  That  is  what  I  understood  him  to  ask. 
You  said  in  the  ordinary  department? 

MR.  HUGHES:  In  the  Industrial,  Ordinary  and  Interme- 
diate so  we  can  see  what  proportion  is  paid  compared  with  other 
companies. 

Q.  I  have  here  a  statement  as  to  certain  other  companies  which 
have  been  acquired  directly  or  indirectly,  or  their  business  taken 
over  by  the  Metropolitan  Life.      (Producing  paper.)     A.  Yes. 

Q.  Are  you  familiar  with  the  facts  or  should  Mr.  Hegeman 
be  examined  upon  that  point  ?  A.  I  think  he  probably  knows 
less  about  it  than  I  do. 

Q.  Then,  Mr.  Fiske,  will  you-  state,  please,  what  companies 
you  have  acquired  within  the  last  ten  years  ?  A.  I  don't  know 
whether  I  can  give  them  all  from  memory.  There  are  about 
fourteen.  The  People's  of  Norwich,  the  United  States  of  New- 
ark. 

(Paper  handed  witness). 

THE  WITNESS :  I  thought  there  were  one  or  two  more,  but 
I  have  no  doubt  that  is  right. 

Q.  Read  them  on  the  record.     A  The  United  States  of  New- 
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ark,  the  People's  of  ISTonvicli,  Connecticut,  the  Vermont  of  Ver 
mont,  the  Western  of  Indianapolis,  i'Ve  Central  of  St.  Lotiis,  the 
Canadian  of  Qnebec,  the  Citizen's  Life  of  Atlantic  City,  the  in- 
dustrial business  only  of  the  Pacific  Mutual  of  San  Francisco, 
the  Provident  of  Wheeling,  the  Sun  of  Connecticut,  the  Economic 
of  Wilmington.  There  is  the  Covenant  Mutual  of  Missouri  not 
in  here,  but  that  was  an  industrial  company.  Perhaps  you  mean 
only  industrial  companies. 

Q.  ISTow,  what  was  the  method  that  you  used  to  acquire  those 
companies — were  they  stock  companies  ?  A.  All  of  them,  as  T 
remember  it. 

Q.  Did  you  get  the  stock?     A.  No,  only  in  one  case. 

Q.  Did  you  wind  them  up  ?     A.  Never. 

Q.  How  did  you  take  over  the  business?  A.  Why,  the  Peo- 
ple's Life  was  the  first  one.  In  that  case  an  arrangement  was 
made,  as  I  remember  it,  with  the  company  by  which  we  paid  a 
commission  for  the  transfer  of  the  business  and  with  that  com- 
mission a  committee  of  stockholders  acquired  the  stock — all  of 
the  stock,  and  put  it  in  the  name  of  one  man,  so  that  that  ended 
the  ownership.  For  that  comn;iission  we  obtained  the  right  from 
them  to  apply  to  their  policyholders  to  take  an  assumption  stamp 
made  by  us  on  their  policies,  which  assumption  stamp  was  an 
agreement  by  them  to  release  the  liability  of  the  People's  Life 
and  to  accept  the  liability  of  the  Metropolitan  Life,  and  then 
the  People's  Life  turned  over  to  us  the  assets  to  eqiial  the  reserve 
which  had  to  be  put  up  on  that  business.  That  was  the  only 
case  in  which  any  stock  transaction  had  anything  to  do  with  it. 
I  foresaw  that  it  might  lead  to  difficulties  if  the  stock  were  brought 
into  the  transaction,  and  I  have  ever  since  then  refused  to  buy 
any  stock  or  have  any  stock  bought  by  the  Metropolitan  Company. 

Q.  You  took  the  risk?  A.  I  never  took  a  risk — ^we  never  take 
a  risk. 

Q.  I  mean  you  took  the  risks,  not  a  risk  ?  A.  We  took  the 
risks.  The  method  first  adopted  in  the  United  States,  and  I 
think  in  most  of  those  other  companies  has  been  to  have  the 
Board  of  Directors  of  the  Company — and  I  assume  with  the  con- 
sent of  the  stockholders — make  an  agreement  with  us  by  which 
we  shall  assume  the  liability  under  policies  of  those  companies 
by  taking  their  policies  and  stamping  our  assumption  contract 
upon  them,  and  then  obtaining  the  consent  of  the  policyholders. 

Q.   And  then  they  agree  not  to  write  any  more  business,  that  is, 
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the  companies  ?  A.  Why,  sometimes  they  do,  and  sometimes  they 
do  not.  It  don't  make  very  much  difference  to  us.  In  general  I 
think  those  companies  have  after  they  have  sold  the  business  liqui- 
dated it? 

Q.  Yes;  they  could  not  very  well  go  on  if  the  existing  risks  were 
transferred?  A.  It  would  be  starting  all  over  again,  of  course; 
of  course  they  could. 

Q.  The  aim  was  to  acquire  the  industrial  business  principally  ? 
A.  Well,  the  aim  was  —  take  the  case  of  the  People's ;  there  was  a 
company  that  was  clearly  insolvent  —  that  was  sure  to  fail  —  that 
had  sixty  thousand  industrial  policyholders  who  would  be  put  in 
a  good  deal  of  distress ;  and  I  think  the  aim  there  was  to  save  the 
policyholders  of  that  company  and  save  ths  industrial  business 
from  a  scandal  which  would  come  at  the  failure  of  a  large  indus- 
trial company.  In  the  case  of  the  United 'States  the  report  made 
to  us  was  that  the  passage  by  the  Legislature  of  New  Jersey  of  a 
law  compelling  the  issue  of  paid-up  policies  after  three  years,  Avas 
a  law  that  prevented  their  going  on  in  business.  They  did  not 
have  their  reserve  made  up  at  the  end  of  the  three  years,  and  they 
could  not  stand  up  under  the  liabilities  imposed  by  that  statute. 
Tbey  asked  us  under  those  circumstances  to  take  them  and  we  took 
them.  La  Canadien  was  a  company  that  never  had  any  reserves, 
put  up  that  was  run  as  badly  as  a  company  could  be  with  reference 
to  the  policyholders  in  that  respect,  and  even  then  the  managers 
AAere  not  satisfied,  and  they  came  down  to  ISTew  York  and  asked 
us  to  take  them,  and  we  took  them  in  the  same  way.  The  Sun 
Life  of  Louisville  had  been  in  business  a  good  many  years — I 
do  not  think  it  had  ever  been  able  to  pay  a  dividend ;  I  think  they 
saw  the  prospect  of  dividends  to  stockholders  was  quite  uncertain, 
and  got  tired,  and  asked  us  to  take  them,  and  we  took  them.  The 
Pacific  Mutual,  their  industrial  was  a  great  load  upon  them ;  they 
were  not  making  headway ;  and  they  I  think  wanted  to  realize  on 
their  investment  on  the  industrial  and  apply  themselves  to  prose- 
cuting the  ordinary ;  that  is  the  reason  for  that ;  and  most  of  those 
other  companies  were  very  small,  I  think. 

Q.  Within  what  time  have  the  businesses  of  those  companies 
been  acquired?  A.  I  think  the  People's  was  in  1893,  and  that  is 
the  first  one.     I  think  the  Pacific  Mutual  was  the  last  one. 

Q.  When  was  that  ?  A.  Three  of  four  years  ago.  Let  me  look 
at  this  list,  and  see  if  there  is  anyone.  Do  you  remember  any 
later  one,  Mr.  Craig? 
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^IR.  CRAIG:  The.  Sun  Life. 

THE  WITIfESS :  Was  that  after  the  Pacific?  The  Sun  was 
soon  after  —  about  the  same. 

BY  MR.  HUGHES: 

Q.  How  much  money  has  your  company  paid  out  in  acquiring 
the  business  of  these  companies  ?  A.  Why,  I  don't  know.  What 
I  know  is,  and  what  was  my  business  to  know  is  that  we  got  this 
business  in  this  way  from  these  companies,  at  about  the  same  cost 
as  we  got  our  other  business.  In  other  words  when  we  made  up 
our  minds  whether  we  could  afford  to  take  over  the  business  of 
these  companies  we  calculated  how  many  times  the  business  would 
cost  —  that  is,  how  many  times  the  debit  and  then  brought  in  the 
limits  of  our  other  business  we  thought  we  could  afford  to  take  it. 

Q.  Do  you  know  what  you  paid  for  the  People's,  for  example  ? 
A.  My  recollection  is  it  was  about « — in  money,  I  do  not.     Do 

you  remember  how  many  times,  Mr.  Craig ?     I  think  fifty 

to  sixty. 

Q.  About  fifty  to  sixty  times?    A.  Yes. 

Q.  Times  what?    A.  The  debit. 

Q.  What  do  you  mean  by  the  debit?  A.  The  collectible  debit 
that  was  assumed  by  us. 

Q.  You  mean  the  collectible  debit  that  was  assumed  by  you, 
or  collectible  debit  that  was  receivable  by  you  in  premiums?  A. 
Ordinarily  we  only  pay  on  those  where  they  are  assumed  by  an 
assumption  stamp  and  the  premium  paid,  so  that  they  arc  actually 
our  policies. 

Q.  Yes,  and  a  collectible  debit  is  an  amount  debited  against 
the  policyholder  as  an  amount  to  be  paid.  A.  A  collectible  debit 
is  weekly  premiums  from  those  policies. 

Q.  That  is  another  way  to  put  it.  A.  Your  way  of  stating 
might  mean  of  a  debit  that  Avas  past  due. 

Q.  I  mean  those  in  force,  and  assumed  of  course.  How  manv 
industrial  companies  are  there  in  the  country  now,  and  doing 
business  in  the  State  of  ISTew  York?  A.  I  should  think  ten  or 
eleven  —  oh,  in  the  State  of  New  York? 

Q.  Yes.  A.  Oh,  bless  me  —  well,  I  think  there  are  only  four. 
They  cannot  come  in  here  on  account  of  the  reserve  laws.~ 

Q.  And  there  are  in  the  country  as  a  whole  about  ten  or 
eleven?    A.  I  should  think  so. 
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Q.  How  many  were  there  fifteen  years  ago?  A.  I  should  say 
somewhere  about  the  same  number. 

Q.  Then,  the  places  of  those  companies  purchased  have  been 
taken  by  new  companies  starting  in  various  localities?  A.,  There 
were  between  those  dates  perhaps  more  at  some  times.  They  may 
have  been  reduced  in  number. 

Q.  Has  it  been  the  policy  of  your  company,  so  far  as  possible, 
to  prevent  competition  by  purchasing  of  companies.  A.  Never 
in  the  world,  never  had  such  an  idea  in  our  head. 

Q.  "\A'^ere  all  the  companies  whoso  business  you  tooh  over  on 
the  verge  of  dissolution?  A.  T  wov.ld  not  say  that.  I  do  not 
think  the  Pacific  Mutual  was  at  all  on  the  verge  of  dissokitinn. 
I  think  the  Sun  would  be. 

Q.  How  about  the  Economic  of  Wilmington?  A.  The 
Economic  of  "Wilmington  was  a  little  company.  I  don't  know 
that  that  was  on  the  vergp  of  dissolution. 

Q.  How  about  the  Provident  of  Wheeling?  A.  That,  was  a 
little  bit  of  a  company.  They  were  not  on  the  verge  of  dis- 
solution. Tliey  never  put  up  reserve.  They  could  live  forever. 
They  got  tired. 

Q.  Of  competition?  A.  'Ko\  T  do  not  think  we  ever  heard 
of  them.  That  company  v,-as  started  by  an  old  superintendent  of 
ours,  and  he  did  not  get  a  lavgf  profit  in  it. 

Q.  How  much  did  you  pay  him  to  quit?  A.  We  do  not  pay 
anything  to  qirit.  We  assumed  their  business  about  on  the  same 
terms  I  have  stated. 

Q.  You  don'l  knoM-  what  amount — you  cau  furnish  th-o 
amounts  of  those  payments  to  the  various  companies?  A.  Of 
course,  in  many  of  those  cases  the  cost  to  us  was  really  in  the 
reserve  we  pnt  up.     Of  I  on  we  paid  no  cash,  or  very  little  cash. 

PYTHE  CHATKMAX: 

Q.  Is  that  the  cost  that  you  spoke  of?  Of  the  reserve  you  had 
to  put  up,  inclndod  within  the  sixty  or  fifty  times  you  mentioned 
as  consideration?  A.  Oh,  yes,  I  think  in  the  case  of  the  Sun 
Life  we  did  not  pay  anything  at  all. 

BY  ]Vm.  HUGHES: 

Q.  In  other  words,  you  computed  the  amount  to  be  paid, 
and  then  vou  took  the  amount  of  reserve  you  Avould  have  to  put 
up  in  the  business  from  th(i  total  and  paid  the  difference  in  cash  ? 
A.  If  there  is  a  difference.      I  think  In  the  case  of  the  Sun  Life 
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there  was  Eotliing  and  in  some  other  cases  I  think  it  would  be 
that  the  cost  ':?presented  in  some  cases  the  cash  and  reserve. 

(J.  We  hud  GUI'  atlcntion  called  this  nuTiiiug  to  the  acqaisition. 
of  the  Parker  Building,  on  the  corner  of  Fourth  Avenue  and 
10th  Street,  and  to  the  fact  that  there  Avas  an  eight  hundred 
dollar  mortgage  on  it  at  four  and  a  half  per  cent,  interest.  Was 
that  mortgage  past  due  ? 

ME.  ECKEK:  It  was  not. 
Q.  Did  you  try  to  pay  it  off  ? 

MR.  ECKER:  It  was  held  by  the  Lawyers'  Mortgage  Com- 
pany, which  we  had  understood  had  parcelled  out  the  interest 
in  it,  and  therefore,  could  not  pay  it  off.  It  was  due  on  the  15th 
of  January. 

Q.  Will  you  explain  how  it  was  that  you  were  willing  to  pay 
for  the  northeast  corner  of  24th  Street  an  amount  not  only  equal 
to  the  value  of  the  property  on  which  the  old  church  stood  but 
three  hundred  thousand  dollars  in  excess  of  the  same  ? 

ME.  ECKEE:  We  did  not  pay  that  for  the  northeast  corner. 
Paid  three  hundred  thousand  dollars  more  than  we  paid  for  the 
northeast  corner. 

Q.  Paid  it  that  way  —  what  was  the  reason  for  that  ? 

ME.  ECKEE:  Because  the  southeast  corner  was  worth  three 
hundred  thousand  dolLrs  to  us,  more  than  the  northeast  corner. 

Q.  Was  it  Worth  more  in  the  market? 

ME.  ECKEE:  I  should  say  it  was  worth  a  great  deal  more  in 
the  market. 

]VIE.  HUGHES:  Why? 

ME.  ECKEE:  Because  the  23d  street  plot  was  worth  very 
much  more  than  the  plot  between  24th  and  25th  streets. 

•Q.  $300,000  more? 

ME.  ECKEE :  Very  nearly  that ;  I  should  say  it  was  $300,000 
more. 

Q.  Were  you  familiar  with  the  matter,  Mr.  Eiske2 
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a^HE  WITNESS:  Only  in  a  most  general  way. 

Q.  The  matter  was  in  the  hands  of  Mr.  Hegeman?  A.  Yes, 
I  understand,  and  Mr.  Ecker  I  think  had  charge  of  it. 

JOHN  McGUINNESS,  being  duly  sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Where  do  you  reside  ?    A.  Kidgewood,  New  Jersey. 

Q.  What  is  your  occupation?  A.  Employee  of  the  Equitable 
Life  Assurance  Society. 

Q.  What  has  beea  your  position  with  the  Equitable  Life  Assur- 
ance Society?  A.  Clerk,  stenographer,  head  of  department  over 
a  period  of  something  like  twenty-one  years. 

Q.  Of  what  department  have  you  been  the  head?  A.  Policy 
loan  department  and  at  present  what  is  known  as  the  purchasing 
department. 

Q.  How  long  have  you  been  head  of  the  purchasing  depart- 
ment ?     A.  Eor  about  eight  and  a  haK  years. 

Q.  Have  you  letter  books  containing  the  letters  written  by 
Mr.  Thomas  D.  Jordan  to  Andrew  C.  Fields  with  reference  to 
the  legislation  in  the  State  introduced  which  should  be  supported 
or  opposed?    A.  I  have. 

Q.  Will  you  produce  them?  A.  (Witness  produces  letter 
books.) 

Q.  Before  you  turn  to  those  letters  will  you  state  just  what 
you  had  to  do  yourself  in  connection  with  the  bills  introduced 
in  the  Legislature  of  New  York?  A.  Yes,  sir.  It  was  the  prac- 
tice to  receive  as  soon  as  they  were  printed,  copies  of  all  bills  in- 
troduced in  the  Legislature;  and  for  Mr.  Jordan  I  made  a  lay 
examination  of  them  to  endeavor  to  find  things  that  would  be  of 
interest  to  him  or  interests  I  was  supposed  to  look  after  and  report 
to  him. 

Q.  And  did  you  make  him  a  statement  from  time  to  time  of  the 
results  of  your  examination  ?  A.  I  called  his  attention  to  specific 
bills  that  I  thought  he  would  be  interested  in. 

Q.  And  then  he  would  send  a  memorandum  to  Mr.  Fields  as  to 
the  action  which  should  be  taken  on  behalf,  of  the  company  ?  A. 
Usually  if  he  was  interested  in  the  things  to  which  I  brought  his 
attention. 

Q.  Now,  I  show  you  a  file  of  copies  of  memoranda  of  Mr. 
Jordan  to  Mr.  Fields  purporting  to  run  from  1898  to  1902.  Will 
you  say  whether  those  are  copies  of  the  letters — memoranda, 
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subject  of  course  to  any  correction  which  may  appear  necessary  ? 
A.  If  this  is  a  copy  of  the  memorandum  prepared  by_  me  it  is  I 
believe  a  correct  transcript  of  this  memoranda. 

ME.  HUGHES:    Yes.    Then  I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  354.) 

Q.  Is  this  a  copy  of  memoranda  from  January  10,  1902,  to 
February  28,  1905  ?  A.  If  this  is  a  copy  prepared  for  the  pur- 
poses, I  believe  it  to  be  so  and  complete. 

MR.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  355.) 

Q.  And  this  last  memorandum  March  10,  1905,  to  April  24, 
1905,  copy  of  the  memorandum  between  those  dates?  A.  Yes, 
sir. 

MR.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  356.) 

THE  CHAIRiMAlSr :    Do  you  propose  to  read  them  now  ? 

MR.  HUGHES :    Yes. 

THE  CHAIRMAN :    I  should  be  very  glad  to  have  them. 

ME.  HUGHES:  I  shall  read  them  because  it  may  be  deemed 
important  in  view  of  the  very  general  nature  of  the  testimony  as 
to  the  legislation  supported  or  opposed,  to  determine  just  Avhat 
the  action  has  been,  with  reference  to  different  bills.  I  should  state 
that  these  bills  are  referred  to  by  numbers  in  the  majority  of  in- 
stances. 

THE  CHAIRMAN :  These  are  copies  of  letters  written  by 
Jordan  to  Fields  ? 

MR.  HUGHES :  They  are"  bills  referred  to  by  numbers.  They 
will  be  made  intelligible  by  the  introduction  of  the  purport  of  the 
particular  bills  referred  to. 

THE  CHAIRMAN:  All  witnesses  who  have  been  subpoe- 
naed to  attend  the  session  are  requested  to  be  present  to-morrow 
morning  at  10.30  o'clock. 

The  Committee  will  adjourn  until  10.30  o'clock  to-morrow 
morning. 

(Adjourned  to  Tuesday,  November  14,  1905,  at  10.30  A.  M.) 


COimCIL  CHAMBER. 
City  Hall,  New  York  Oitt. 

November  14,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  Chair. 

JOHN  McQUINNESS,  resumed: 

MK.  HUGHES:  I  shall  now  read,  Mr.  Chairman,  the  papers 
that  have  been  marked  Exhibit  No.  355,  consisting  of  the  copies  of 
the  memoranda  addressed  by  Mr.  Jordan  to  Mr.  Eields  with  regard 
to  matters  of  legislation  from  January  10,  1902,  to  Eebruary  28, 
1905. 

BY  MK.  HUGHES: 

Q.  You  have  stated  that  from  time  to  time  you  have  made  mem- 
oranda, or  suggestions,  with  reference  to  bills  introduced  in  the 
Legislature.  Did  you  bring  to  Mr.  Jordan's  attention  the  bill 
referred  to  under  January  31, 1902,  as  a  bill  conceding  to  the  town 
of  Islip  certain  water  rights  ?  A.  I  have  no  recollection  as  to  the 
particular  measure,  but  it  is  quite  probable. 

Q.  What  interest  had  the  Equitable  Life  Assurance  Society  in 
Avhether  the  town  of  Islip  should  have  water  rights  ?  A.  I  don't 
know  that  it  had  any  interest,  sir. 

Q.  Did  you  have  any  instructions  from  Mr.  Jordan  as  to  mat- 
ters pertaining  to  Suffolk  County  ?     A.  Yes. 

Q.  What  were  those  instructions?  A.  The  instructions  were 
similar  to  those  contained  in  the  copies  of  letters  which  you  read, 
iiddressed  to  Mr.  Fields. 

Q.  Do  you  know  of  any  interest  the  Equitable  had  in  Suffolk 
County?     A.  No. 

Q.  Did  Mr.  Jordan  state  why  it  was  ?     A.  No. 

Q.  Did  you  ever  hear  any  discussion  of  that  matter?  A.  I 
never  heard  it  discussed. 
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JAMES  H.  HYDE,  being  duly  sworn,  testified  as  follows: 
BY  ME.  HUGHES: 

Q.  Mr.  Hyde,  what  is  your  age?     A.  Twenty-nine  years. 

Q.  You  graduated  at  Harvard  College  in  1898  ?     A.  Yes,  sir. 

Q.  And  you  immediately  or  within  a  few  months  became  con- 
nected with  the  Equitable -Life  Assurance  Society?  A.  The  fol- 
lowing month  of"  November. 

Q.  In  what  capacity  ?     A.  As  second  vice-president. 

Q.  What  were  your  duties  at  that  time  ?  A.  I  had  always  been 
brought  up,  Mr.  Hughes, — if  you  will  allow  me.  to  make  a  slight 
digression 

Q.  Certainly.  A.  The  history  of  my  connection  with  the  so- 
ciety— I  see  no  objection — I  had  always  been  brought  up  to  con- 
sider my  legitimate  life  wonk  to  succeed  my  father  in  the  Equi- 
table and  my  education  from  my  earliest  youth,  both  at  home  and 
abroad,  had  tended  in  that  direction.  I  had  traveled  with  my 
father  all  over  Europe  for  a  good  many  years,  had  translated  much 
Erench  and  German  business  for  him,  and  have  been  present 
at  many  important  conferences  for  the  transaction  of  business, 
had  kept,  when  it  was  possible,  an  elementary  run  of  his  cor- 
respondence, and  have  translated  for  many  of  the  people  whom 
1  e  had  seen. 

Then  I  have  been  all  over  this  country  previous  to  my  going 
into  the  business  with  my  father  and  Mr.  Frank  Ballard,  now  de- 
ceased, then  our  superintendent  of  agencies.  He  had  instilled 
i.i  me  his  theories  about  the  business  of  life  insurance,  and  i 
from  my  earliest  youth,  as  I  have  already  said,  expected  to  make 
it,  and  hoped  to  make  it  my  life  work.  Also,  a  year  or  more 
before  graduating  from  college — I  think  two  years,  I  became  a 
director  of  the  Society  and  attended  its  annual  meetings,  so  that 
I  fe'lt  naore  qualified  to  go  into  the  life  insurance  business  than 
had  I  not  knovra.  anything  about  it,  as  I  expected  to  make  it  my 
life  work,  and  had  lived  in  what  may  be  called  a  life  insuraiice 
atmosphere  from  my  earliest  youth,  so  that  when  I  same  down 
there  I  made  it  my  business  to  familiarize  myself,  which  I  had 
always  done  from  the  beginning  with  the  workings  of  the  diflEer- 
ei.t  df'])artments,  by  visiting  those  departments  and  by  confer- 
cnros  with  the  different  heads  of  departments  and  by  the  trans- 
action of  ro;!tine  business  acting  at  that  time  as  assistant  to  Mr. 
James  Alexander  who  was  then  although  vice-president  owing  to 
irjy  father's  very  severe  illness  acting  president;   and  he  began 
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by  turning  over  to  me  routine  matters,  and  gradually  more  and 
move  important  matters,  occupying  myself  especially  with  the 
exterior  of  the  business,  as  I  was  trying  to  learn  the  business  from 
the  outside  and  gradually  working  into  the  routine  of  the  inside. 
I  did  not  m.ike  it  my  business  to  examine  into  everything  that 
■was  being  done,  as  that  would  have  been  absolutely  impossible — 
I  would  have  been  swamped  in  detail;  and  I  assumed  that  every- 
thing being  done  was  being  rightly  done  and  had  the  sanction 
of  the  proper  authorities,  and  the  sanction  of  tradition  and 
custody. 

Q.  Did  you  have  a  salary  when  you  first  became  connected 
v/ith  the  company  ?  A.  No,  sir.  A  salary  was  offered  to  me  and 
I  declined  to  take  one. 

Q.  And  you  first  were  put  upon  a  salaried  basis  when?  A. 
I  have  prepared  a  statement  on  that  subject,  which  with  your 
permission  I  will  hand  in.  I  think  it  would  be  more  convenient, 
if  you  will  permit  it,  Mr.  Hughes. 

Q.  Yes,  certainly. 

BY  MK.  UNTEKMEYEK: 

Q.  Is  this  the  list  of  the  salaries  in  particular  years  ?  A.  Yes, 
sir.  As  I  have  previously  said,  I  entered  the  service  of  the 
Society  in  the  fall  of  1898,  and  a  salary  was  then  offered  to  me 
and  I  declined  to  take  one. 

BY  ME.  HUGHES : 

Q.  What  salary  was  offered  to  you  then?  A.  No  amount 
was  specified,  but  I  was  asked  if  I  would  take  any  salary,  and 
T  declined. 

Q.  Who  suggested  to  you  that  you  should  take  one?  A.  It 
was  suggested  to  me  by  the  president,  and  various  members 
of  the  Executive  Committee. 

Q.  Do  you  recall  the  members  of  the  Executive  Committee 
who  suggested  it?  A.  No,  sir.  Then  in  the  year  1900,  T 
received  a  salary  of  thirty  thousand  dollars.  That  salary  was 
continued  in  the  following  year,  1901;  and  my  salary  was 
raised  to  seventy-five  thousand  dollars,  which  lasted  during  the 
vear  1902.  Then  during  the  years  1903,  1904,  1905,  up 
to  my  resignation  in  June  my  salary  was  one  Ln.o'ired  thousand 
dollars. 
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Q.  At  whose  instance  was  the  salary  made  thirty  thousand 
dolla.rs  in  1900?  A.  At  the  instance  of  the  president  and  various 
members  of  the  Executive  Committee. 

Q.  What  members  of  the  Executive  Uommittee?  A.  It  was 
sugg^ted  to  me  by  the  then  president  of  the  Society,  Mr.  Alex- 
ander, that  I  had  qualified  myself  by  almost  two  years  work  with 
no  salary  for  a  salar}^,  and  he  asked  me  if  th'at  salary  was  agreeable 
to  me.  I  said  anything  that  he  and  the  members  of  the  Executive 
Committee  decided  was  agreeable  to  me.  He  said  he  decided  that 
salary;  I  said  it  was  agreeable  to  me. 

Q.  Do  you  recall  what  members  of  the  Executive  Committee 
brought  the  matter  up  or  discussed  it?  A.  No,  sir,  because  I  was 
not  present  when  it  was  discussed. 

Q.  They  did  not  discuss  it  with  you?    A.  ISTo,  sir. 

Q.  Did  you  make  a  request  for  it?    A.  JSTo,  sir. 

Q.  Of  anyone?     A.  'So,  sir. 

Q.  "What  led  to  the  increase  of  salary  from  thirty  thousand  dol- 
lars to  seventy-five  thousand  dollars  in  1902  ?  A.  Because  about 
that  time  I  became  Chairman  of  the  Finance  and  Executive  Com- 
mittee owing  to  the  resignation  of  General  Fitzgerald,  who  had 
occupied  that  position  for  a  gi'eat  number  of  years,  and  who  re- 
signed in  spite  of  our  common  efforts  to  continue  him  in  that  posi- 
tion ;  thereupon  I  took  that  position,  and  that  position  had  always 
carried  with  it  a  certain  salai-y,  and  it  increased  my  duties  and 
increased  my  responsibilities  vei-y  much. 

Q.  What  had  you  done  prior  to  that  time,  that  is,  what  had 
been  your  duties  prior  to  this  increase  in  salary  in  1902?  A.  Mv 
duties  were  of  assistant  to  the  president  and  having  a  general 
supervision  of  the  business,  and  my  attention  had  been  specially 
directed  toward  finance  and  general  executive  work. 

Q.  But  you  had  not  taken  chal-ge  of  the  financial  operations  of 
the  company?    A.  'No,  sir. 

Q.  You  had  not  had —  A.  ISTeither  do  I  claim,  T  b^an  abso- 
lute charge  of  them  when  I  became  Chairman  of  the  Finance 
Committee. 

Q.  But  you  took  more  direct  charge  after?    A.  Yes,  sir. 

Q.  When  you  became  Chairman  of  the  Finance  Committee,  as 
I  understand  it,  you  and  Mr.  Squire  were  given  authority  to  make 
purchases  and  sales  in  advance  of  the  action  of  the  Committee  ? 
A.  Yes,  sir,  by  resolution  of  the  Executive  Committee,  v^hicli  yon 
hare  probably  in  your  record. 
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Q.  Prior  to  that  time  you  had  not  any  such  authority  and  had 
not  exercised  any  such  power?    A.  Xo,  sir,  I  don't  think  so. 

Q.  "Was  that  authority  given  you  immediately  upon  your  ac- 
cession to  the  office  of  Chairman?  A.  I  could  not  answer  that 
from  memory,  but  I  think  it  can  be  found. 

Q.  Yes.  I  have  a  reference  I  think  to  the  record  upon  that 
point.  I  will  read  upon  the  record,  subject  to  correction,  from 
the  proceedings  before  the  Superintendent  of  Insurance  in  May 

and  June  last,  the  following  resolution A.  Can  I  ask  what 

page  that  is  on? 

Q.  52  and  53.  The  following  is  an  extract  from  the  regular 
meeting  of  the  Executi^'e  Committee  held  "\^^ednesday,  February 
4, 1903,  at  twelve  o'clock,  noon,  present  Messrs.  Wheelock,  DepeAV 
Squire,  Deming,  the  president,  vice-president  and  secretary  of  the 
Committee. 

On  motion  resolved  that  a  sub-committee  be  appointed,  com- 
posed of  the  chairman  and  Mr.  Squire,  to  buy  and  sell  in  their  dis- 
cretion such  stock  as  the  society  has  been  in  the  habit  of  dealing 
in,  and  to  report  any  such  purchases  or  sales  as  soon  as  made,  to 
the  full  Committee,  for  their  approval. 

I  hereby  certify  that  the  alx)ve  is  a  true  extract  from  the  min- 
utes of  the  Executive  Committee,  held  Wednesday,  February  4, 
1903,  and  that  I  was  secretary  at  that  time. 

William  H.  Mclntyre. 

Witness:    W.  P.  Eemner. 

Q.  That  I  see  was  the  year  subsequent  to  the  increase  of  your 
salary  to  seventy-five  thousand  dollars;  and  may  we  take  it  that 
was  a  year  subsequent  to  yoTir  becoming  chairman  of  the  Execu- 
tive Committee  ?      A.    I  think  that  is  correct. 

BY  ME.  UNTEKMYER: 

Q.  It  was  some  time  in  1902  ?  A.  I  think  it  was  in  1902  that 
I  became  chairman. 

Q.  Well,  when  ?  A.  I  think  in  the  Spring  —  I  should  say  in 
March. 

BY  ME.  HUGHES: 

Q.  That  was  the  time  when  your  salary  was  raised?  A.  I 
think  so. 

Q.  Quite  a  practical  matter,  did  you  have  any  other  duties  after 
you  became  chairman  to  those  you  had  had  previously,  the  actual 
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work  of  the  society  ?  A.  My  duties  were  constantly  increasing 
in  the  various  departments,  as  Mr.  Alexander  was  growing  older 
and  was  not  always  present  at  the  oflSce,  more  business  matters 
were  brought  to  my  attention. 

Q.  "Who  fixed  the  amount  of  your  salary  at  seventy-five  thou- 
sand dollars  in  1902?  A.  That  was  fixed  by  the  president  and 
the  members  of  the  Executive  Committee. 

Q.  Were  you  present  at  the  meeting  of  the  Executive  Com- 
mittee?    A.    'No,  sir. 

Q.  Do  you  know  who  proposed  it  ?     A.   No,  sir. 

Q.  Did  you  request  anyone  to  procure  an  increase  in  salary? 
A.    ISTo,  sir. 

Q.  Didn't  you  have  an  interview  with  any  member  of  the  Board 
relative  to  that  matter?      A.    No,  sir. 

Q.  Was  it  done  entirely  without  your  knowledge  in  advance? 
A.   Yes,  sir. 

Q.  Is  the  same  true  of  the  salary  increase  from  seventy-five 
thousand  dollars  to  a  hundred  thousand  dollars  in  1903  ?  A. 
Yes,  sir. 

Q.  Had  you  no  talk  with  Senator  Depew  relative  to  that  in- 
crease ?     A.    ITo,  sir. 

Q.  You  never  requested  ?     A.   No,  sir. 

Q.  Or  with  Mr.  Snyder  ?     A.   ISTo,  sir. 

Q.  Or  with  Mr.  Schiff?  A.  No,  sir;  Mr.  Schiff  had  nothing 
to  do  with  it. 

Q.  Or  Mr.  Harriman?      A.    ISTo,  sir. 

Q.  Or  Mr.  Alexander?     A.    ISTo,  sir. 

Q.  Do  I  understand  then  that  the  Committee — for  I  believe 
it  has  been  shovni  that  there  was  a  Comu^ittee A.  Sub- 
committee. 

Q.  Consisting  of  Mi'.  Depew  and  Snyder  ?     A.   Yes. 

Q.  Who  fixed  the  amount  of  your  salary  and  that  of  president  ? 
A.    Yes,  sir. 

Q.  Now,  are  we  to  understand  that  that  Committee  took  upon 
themselves  the  responsibility  of  doing  that  without  any  sugges- 
tion on  your  part?  A.  I  cannot  tell  what  was  working  their 
minds. 

Q.  Without  any  suggestion  on  your  part?  A.  Yes,  sir.  I 
think  they  found  that  the  salaries  of  the  executives  of  the  other 
companies  were  very  large  and  they  in  their  opinion  thought 
it  was  wise  to  do  it  and  they  did  it. 
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Q.  In  Senator  DepeVs  testimony  before  Superintendent  Hen- 
dricks       A.    May  I  ask  the  page? 

Q.  377 — appears  this  statement: 

"  Q.  Were  you  aware  that  Mr.  Hyde  was  the  one  and  not 
Mr.  Alexander,  who  wanted  an  increase?  A.  I  cannot  recall 
which  one  spoke  to  me  on  the  subject;  I  rather  think  Mr. 
Hyde  wanted  more  than  Mr.  Alexander  did;  I  am  quite  sure  of 
that." 

Q.  Do  2;ou  know  what  basis  there  is  for  that  statement?  A. 
1^0,  sir,  I  do  not  think  anyone  is  averse  to  a  raise  of  salary. 

Q.  You  were  not  averse  to  it?     A.  No,  sir. 

Q.  Had  anyone  suggested  to  you  that  there  might  be  a  raise  of 
salary?     A.  No,  sir. 

Q.  Were  you  willing  to  continue  to  serve  the  society  for  seventy- 
five  thousand  dollars?  A.  Yes,  sir,  I  don't  think  I  could  have 
gotten  it  anywhere  else. 

Q.  Is  the  same  true  with  reference  to  the  increase  in  1902, 
from  thirty  thousand  dollars  to  seventy-five  thousand  dollars?  A. 
What  question,  Mr.  Hughes? 

Q.  That  you  were  willing  to  serve  the  society  on  the  earlier 
basis  of  thirty  thousand  dollars?  A.  No,  sir,  I  think  my  services 
were  worth  that,  sir,  yes,  sir. 

Q.  Thirty  thousand,  undoubtedly,  but  in  regard  to  the  increase? 
A .  I  think  I  was  worth  the  successive  increases.  I  would  not  have 
accepted  it  if  I  had  not  thought  so. 

Q.  You  made  no  suggestion  in  regard  to  it,  and  so  far  as  you 
were  personally  concerned  you  were  willing  to  go  on  at  the  old 
rate?     A.  I  never  suggested  any  of  the  raises  in  any  way. 

Q.  And  never  manifested  any  unwillingness  to  continue  at  the 
old  rate?    A.  No,  sir. 

Q.  You  prepared  for  Superintendent  Hendricks  a  statement 
of  the  companies  in  which  jo\i  were  directors  and  the  date  of 
your  election,  and  also  the  companies  in  which  you  had  stock  hold- 
ing interests,  which  are  not  included  in  the  printed  report  of 
Mr.  Hendrick's  proceedings.  To  save  time  I  will  ask  you  if  those 
are  correct  (showing  witness  paper)  ?  A.  Well,  of  course,  I  would 
have  to  read  this  all  through.  This  looks  to  me  to  the  best  of  my 
knowledge  and  belief — I  have  not  a  statement  of  directorships  1 
am  in  now. 

MR.  UNTEEMYER:    We  have  a  statement  here. 

MR.  HUGHES:     Very  well  then,  let  me  have  it 
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yUi.  UXTERMYER:  What  is  It  you  would  like?  Statement 
of  the  number  of  companies  in  which  Mr.  Hyde  was  director? 

MR.  HUGHES:  First  take  the  directorships  in  other  corpora- 
tions. 

Q.  This  is  a  correct  list,  is  it?     A.  Yes,  sir. 

MR.  HUGHES: .  I  will  offer  it  in  evidence.  I  won't  take  the 
time  to  read  it,  as  the  matter  has  been  pretty  fully  ^one  into. 

(Paper  marked  Exhibit  JSTo.  357.) 

MR.  HUGHES:    Have  you. now. a  statement  of  the   stock 

interests  i 

MR.  UiSTTERMYER:  You  refer  to  stock  in  these  corporations 
in  which  he  was  a  director,  in  which  the  Equitable  was  concerned. 

MR.  HUGHES:     Well,  we  will  take  that  to  start  with. 

(Statement  produced.) 

MR.  HUGHES:     I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  E^o.  358.) 

Q.  It  is  not  my  purpose  to  extend  the  examination  by  going 
over  matters  which  were  thoroughly  dealt  in  by  Superintendent 
Hendricks,  as  the  time  of  the  Committee  is  liiAitedS  A.  Thank 
you,  sir. 

Q.  But  to  call  your  attention  to  those  mattei-s  which  perhaps 
may  require  amplification  or  explanation.  I  would  like  to  ask 
you  in  the  first  place  in  regard  to  the  practice  of  your  company, 
that  is  the  Equitable  Company,  in  making  payment  on  executive 
orders.  Could  you,  for  example,  have  payments  obtained  from 
the  cashier  upon  your  order  without  any  other  voucher  than  the 
direction  to  him?    A.  Yes,  sir. 

Q.  How  long  did  that  practice  obtain?  A.  There  is  an  order 
of  the  president  on  that  subject  —  the  autumn  after  I  entered  the 
service  of  the  company. 

Q.  Have  you  a  copy  of  that  order  here?  Or  do  you  know  what 
its  purport  is?  A.  I  think  it  is  in  the  Hendricks  report;  I  per- 
sonally have  not  a  copy,  Mr.  Hughes. 
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:\rR.  UiS'TEEMYER :     The  order  to  sign  your  draft. 

Q.  Was  it  the  practice  of  the  Society  to  permit  Mr.  Jordan,  tho 
Comptroller,  to  obtain  from  the  cashier  suras  of  money  for  which 
no  voucher  indicating  the  purpose  of  the  payment  would  l>e  given  ^ 
'A.  I  don't  know,  sir. 

Q.  Have  you  known  of  any  payments  being  obtained  in  cash 
by  Mr.  Jordan  in  that  way?  A.  No,  sir;  I  don't  know  anything 
about  It. 

Q.  ISTever  heard  of  that?    A.  No,  sir. 

Q.  Did  you  know  of  an  account  that  was  kept  with  the  Equi- 
table Trust  Company  of  New  York  or  with  the  American  Deposit 
&  Loan  Company  under  the  name  of  George  H.  Squire;  trustee? 
A.  I  know  of  it  in  this  way,  from  hearsay,  that  Mr.  Alexander 
asked  me  to  give  to  that  account  a  syndicate  participation  in  the 
International  Mercantile  jMarine  syndicate,  which,  under  his  in- 
structions, I  did. 

Q.  You  are  now  referring  to  a  syndicate  participation  which 
you  received  from  J.  P.  Morgan  &  Company?    A.  Yes,  sir. 

Q.  Is  that  a  participation  in  the  syndicate  which  was  formed  to 
iloat  some  fifty  millions  of  bonds  ?  A.  Of  the  International  Mer- 
cantile   

Q.  Of  the  International  Mercantile  Marine?    A.  Yes,  sir. 

Q.  Will  you  explain  how  you  happened  to  obtain  that  partici- 
pation? A.  That  was  offered  to  James  H.  Hyde  and  associates  by 
J.  P.  Morgan  &  Company. 

Q.  And  you  were  requested  by  Mr.  Alexander  to  give  a  partici- 
pation in  that  ?    A.  Yes. 

Q.  To  George  H.  Squire,  trustee?    A.  Yes. 

Q.  Did  you  inquire  why  a  participation  should  be  given  to 
George  H.  Squire,  trustee  ?    A.  No,  sir. 

Q.  Did  you  know  what  George  H.  Squire  was  trustee  of?  A. 
No,  sir. 

Q.  You  became  a  director  in  the  Equitable  Trust  Company  at 
what  time?  A.  I  was  a  director  in  the  American  Deposit  &  Loan 
Company  before  it  became  the  Equitable  Trust  Company. 

Q.  At  what  date  did  you  become  a  director?  A.  I  have  not 
the  date  clear  in  my  mind  —  I  have  not  the  date  in  my  mertiory. 

Q.  Well,  it  was  as  early  as  1901  ?    A.  Yes,  sir. 

Q.  And  you  became  an  officer  of  that  company,  did  you  not  ? 
A.  Yes,  sir,  in  January,  190S. 
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Q.  What  office  did  you  kold?    A.  Vice-President. 

Q.  What  salary  did  you  have  as  such  officer?    A.  $5,000. 

Q.  And  was  that  salary  subsequently  increased?  A.  It  was  in- 
creased in  June,  1903,  to  $12,000. 

Q.  And  remained  such?    A.  Yes. 

Q.  What  duties  did  you  perform  in  connection  with  the  Amer- 
ican Deposit  &  Loan  Company  or  the  Equitable  Trust  Company  < 
A.  I  was  vice-president  of  that  company.  I  think  I  can  say  that 
except  the  president  I  was  the  most  active  director.  I  was  a 
member  of  the  Executive  Committee.  I  influenced  to  that  com- 
pany many  large  trusteeshif)s,  many  large  registrar  fees,  many 
large  deposits  and  various  general  trust  compajiy  business,  and 
I  think  had  as  much  to  do  as  anybody  with  the  building  up  of 
that  company. 

Q.  How  were  you  able  to  do  that  ?  A.  By  using  the  influence 
of  the  Equitable  with  the  different  directors  of  the  Society  and 
o'f  their  different  friends  of  the  Society,  and  it  was  my  business 
as  Chairman  of  the  Finance  Committee  to  be  in  a  great  many 
boards  and  to  influence  a  great  deal  of  business  towards  that 
company,  which  I  considered  my  business  to  do,  as  it  increased 
one  of  the  valuable  assets  of  the  Equitable. 

Q.  In  the  course  of  your  activity  as  vice-president  of  the  Equi- 
table Trust  Company,  was  not  your  attention  called  to  the  exist- 
ence of  an  account  with  George  H.  Squire,  trustee  ?  A.  No,  sir. 
I  visited  the  trust  company  every  day,  sometimes  twice  a  day,  and 
I  was  in  daily  touch  with  the  president  of  the  company,  but  I  did 
not  examine  into  all  the  details  of  their  different  accounts. 

Q.  When  in  1902  —  I  understand  that  was  the  time  when  you 
were  requested  to  give  a  participation  to  George  H.  Squire,  trus- 
tee, in  a  certain  syndicate,  did  you  then  inquire  with  regai"!<i  to  the 
nature  of  that  account?     A.  Wo,  sir. 

Q.  Did  you  ask  Mr.  Alexander  why  you  should  give  a  partici- 
pation to  George  H.  Squire,  trustee?  A.  I  don't  remember  so. 
The  fact  that  he  asked  me  probably  I  considered  sufficient  reason 
for  doing  it. 

Q.  Did  you  suppose  you  were  giving  a  participation  to  the 
Equitable  Life  Assurance  Society  in  effect?     A.  ISTo,  sir,  I 

Q.  Did  you  understand  that  the  Equitable  had  nothing  to  do 
with  it?     A.  Yes,  sir. 

Q.  Did  you  suppose  that  you  were  giving  a  participation  to 
George  H.  Squire,  trustee,  when  George  H.  Squire,  trustee,  had 
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no  responsibility  for  that  to  the  Equitable  directly  or  indirectly  ? 
A.  Will  you  repeat  that  question  ? 

Q.  (Question  read.)  A.  I  knew  nothing  about  his  responsi- 
bility in  connection  with  that  matter. 

Q.  I  am  asking  what  you  thought  upon  the  subject  at  that 
time.  Did  you  suppose  that  George  H.  SqXiire,  trustee,  was 
taking  that  participation  from  you  without  any  responsibility  to 
the  Equitable  for  it  ?     A.  I  don't  know,  sir. 

Q.  You  don't  know  what  you  supposed  at  that  time  ?  A.  l^o, 
sir,  I  say  I  don't  know  what  his  responsibilities  were. 

Q.  You  have  said  that,  but  what  did  you  think  at  the  time 
they  were  ?  A.  I  supposed  he  probably  had  some  good  and  suf- 
ficient reason  for  doing  it,  or  Mr.  Alexander  would  not  have 
asked  me  to  have  done  it. 

Q.  Wellj  you  either  thought  or  did  not  think  it  had  eomething 
to  do  with  the  Equitable.  Now  what  was  the  fact?  A.  Mr. 
Alexander  had  some  good  reason  for  doing  it. 

Q.  What  did  you  think  that  was  ?     A.   I  don't  know. 

Q.  Cannot  you  answer  my  question  directly  ?  A.  I  have  since 
learned  what  it  was. 

Q.  Cannot  you  answer  my  question,  whether  you  at  that  time 
thought  or  did  not  think  it  had  something  to  do  with  the  Equi- 
'table  ?     A.  I  have  since  learned  what  the  real  purpose  was. 

Q.  ISTo,  but  at  that  time,  you  can  tell  me  what  your  idea  was? 
A.  I  supposed  it  had  some  connection. 

Q.  What  connection  did  you  suppose  it  had  ?  A.  I  don't  know, 
sir. 

Q.  Did  you  make  any  inquiry  ?     A.  No,  sir. 

Q.  What  was  the  total  allotment  that  you  received  from  J.  P. 
Morgan  &  Company  in  connection  with  that  International 
Mercantile  Marine  syndicate?  A.  I  cannot  answer  that  from 
memory.     I  think  it  was  a  million. 

ME.  UlSTTERMYER:  Have  not  you  the  figures  here,  Mr. 
Tfyde? 

THE  WITNESS:  I  have  the  figures  in  those  papers. 

MR.  UNTERMYER:  I  don't  think  you  have  them. 

THE  WITNESS:  Is  it  published  in  the  Erick  report? 
70 
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ME.  UNTERMYER:  No,  because  the  Equitable  had  notli- 
ing  to  do  with  that  syndicate. 

MR.  HUGHES:  Tou  mean  the  Equitable  did  not  appear 
by  name? 

MR.  UNTERMYER:  No,  the  Equitable  had  nothing  to  do 
with  that,  so  we  understand. 

MR.  HUGHES:  Well,  we  will  come  to  that  presently. 

THE  WITNESS:  I  am  sorry  I  have  not  got  it,  Mr.  Hughes. 

Q.  I  think  we  have  something  here  which  will  be  illumina- 
ting, if  I  can  put  my  hand  on  it.  Now  in  the  first  place  I 
find  from  the  letters  which  have  been  introduced  in  evidence 
here  that  after  the  participation  of  $250,000  in  this  Interna- 
tional Mercantile  Marine  syndicate  had  been  allotted  by  you 
to  George  H.  Squire,  trustee,  a  letter  was  written  by  you  calling 
for  the  first  payment  of  25  per  cent.  Do  you  recollect  the  fact 
that  you  made  the  calls  on  Mr.  Squire,  trustee?  A.  I  don't 
iccollect,  but  if  the  letter  is  signed 

Q.  You  have  no  doubt  that  is  the  fact?  A.  I  have  no  doubt 
I  nat  is  the  fact, 

Q.  It  appear  from  the  testimony  that  the  amounts  of  these 
calls  upon  George  H.  Squire,  trustee,  were  borrowed  from  the 
Equitable  Trust  Company  on  the  participation  syndicate  and  paid 
over  to  you.  Do  you  recollect  that?  A.  Could  you  repeat 
the    question? 

Q.  (Question  read.)     A.  No,  sir. 

Q.  We  find  from  the  books  of  the  Equitable  Life  that  at 
vririous  ti:nes  when  you  made  calls  upon  this  participation  of 
George  H.  Squire,  trustee,  those  amounts  were  all  borrov/ed 
from  the  Equitable  Trust  Company  of  which  you  were  vice- 
president.  Now,  do  you  mean  to  say  that  that  was  done  with- 
out your  knowledge?     A.  I  have  no  recollection  on  the  subject. 

Q.  You  mean  you  do  not  recall  now  whether  you  knew  any- 
thing about  it  at  the  time  ?    A.  No,  sir. 

Q.  You  mean  that  yes,  sir,  I  suppose,  that  you  do  not  recall? 
A.  Yes,  sir. 

Q.  Do  you  know  whether  you  got  these  checks  direct  from 
the  Equitable  Trust  Company  or  from  George  H.  Squire,  trus- 
tee?   A.  I  don't  remember. 
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Q.  What  have  you  learned  about  this  participation  now? 
You  say  you  have  learned  something  about  it  that  you  did  not 
know  before?  A.  I  have  learned  that  this  money  was  loaned 
to  diminish  the  $685,000  trustee  account  in  the  Mercantile 
Trust  Company. 

Q.  Are  not  you  proceeding  a  little  too  rapidly?  Was  there 
any  money  that  came  from  the  International  Mercantile  Marine 
syndicate?    A.  It  was  hoped  there  would  be. 

Q.  You  mean  the  hope  was  applied  on  that  loan?    A.  Yes. 

Q.  For  so  far  as  I  know  there  has  been  nothing  but  hope  in 
that  particular  case?     A.  Yes. 

ME.  Ui^TEEMYEE:  Mr.  Hyde  is  well  aware  of  that. 

ME.  HUGHES:  Yes. 

THE  WITISTESS:  Yes,  sir,  I  am  a  director  in  that  company 
and  a  large  individual  underwriter  and  a  loser,  and  the  Equitable 
was  not  in  it. 

Q.  What  you  have  said  will  apply  to  some  other  transactions 
where  I  understand  such  a  collection  was  made,  but  iu  this 
particular  case  of  the  International  Mercantile  Marine,  nothing 
came  in  but  a  small  amount  which  seems  to  have  been  credited 
against  interest,  some  $5,000.  Now  we  shall  go  into  the  syn- 
dicate matters  a  little  later,  but  what  I  want  now  to  call  your 
attention  to  is  the  existence  of  this  George  H.  Squire,  trustee, 
account?     A.  Yes,  sir. 

Q.  You  had  no  knowledge  of  that  directly  or  indirectly?  A. 
No. 

Q.  And  when  you  were  asked  in  1902  to  give  a  participation 
to  George  H.  Squire,  trustee,  it  did  not  put  you  on  inquiry? 
A.  No. 

Q.  Were  you  not  very  active  in  inquiring  into  Equitable  mat- 
ters .at  that  time?     A.  I  tried  to  be. 

Q.  You  tried  to  find  out  all  that  was  going  on?     A.  I  tried  to. 

Q.  Particularly  with  reference  to  financial  matters?  A.  Yes, 
sir. 

Q.  Particularly  with  reference  to  the  relations  between  the 
Equitable  and  the  Equitable  Trust  Company  and  the  Mercantile 
Trust  Company  ?     A.  I  was  endeavoring  to. 

Q.  And  this  matter  of  George  H.  Squire,  trustee,  account  did 
not  excite  your  curiosity?     A.  No,  sir,  other  than  the  purpose  for 
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\\liich  Mr.  Alexander  asked  me  for  that  participation;  that  is  all 
I  know  about  it. 

Q.  Do  yon  say  that  he  stated  there  was  a  purpose?  A.  Yes, 
sir;  I  have  told  you  the  purpose,  when  he  asked  me  for  it.  1 
have  since  learned  that  was  his  purpose. 

Q.  To  apply  the  profits A.  Yes,  sir,  I  have  since  learned 

that. 

Q.  (Continuing.)  To  the  Alexander  and  Jordan  account?  A.. 
Yes. 

Q.  Well,  we  will  come  to  that  in  a  little  time.  You  recollect 
that  there  was  another  syndicate  participation  where  you  made 
an  allotment  to  George  H.  Squire,  do  you  not,  the  case  of  the 
AVest  Virginia  Central  and  Maryland  syndicate?  A.  Well,  it  is 
a  matter  of  record.     I  don't  remember  it. 

Q.  It  is  a  matter  of  any  record  that  you  have?     A.  'No,  sir. 

Q.  How  did  you  keep  a  record  of  your  syndicate  operations? 
A.  The  different  papers  on  that  subject  were  kept  in  envelopes. 
There  were  no  books  kept  on  the  subject. 

Q.  Who  kept  the  envelopes?     A.  They  were  kept  in  my  office. 

Q.  By  whom?  A.  By  the  various  clerks  in  my  office,  and  in 
my  absence  all  those  syndicate  matters  were  directed  and  man- 
aged by  Mr.  Alexander. 

Q.  Did  Mr.  William  IT.  Mclntyre  have  anything  to  do  with 
them?     A.  In  a  general  way. 

Q.  Do  you  mean  to  say  that  the  papers  that  were  in  envelopes 
and  that  related  to  participations  of  James  H.  Hyde  and  associ- 
ates were  kept  by  Mr.  Alexander  in  your  absence?  A.  No,  sir, 
you  misunderstand  me,  Mr.  Hughes. 

Q.  What  did  you  mean  to  say  ?  A.  I  mean  to  say  this,  that 
Mr.  Alexander  and  I — -I  will  take  that  back.  Mr,  Alexander  in 
my  absence,  either  from  the  office  or  my  absence  abroad,  directed 
these  James  H.  Hyde  and  associates  syndicate  transactions.  I 
do  not  think  the  papers  were  in  his  physicial  possession. 

Q.  Who  did  have  physical  possession  of  the  papers  ?  A.  They 
were  kept  in  my  office. 

Q.  Well,  some  one  clerk  or  secretary  I  suppose  would  have 
charge  of  them?    A.  Yes,  sir;  they. were  kept  in  my  office. 

Q.  Did  Mr.  Williamson  have  charge  of  them?    A.  No. 

Q.  Mr.  Goflow?     A.  No. 

Q.  WTio  did  ?  A.  I  think  probably  Mr.  Mclntyre  has  as  much 
charge  of  them  as  anybody. 
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Q.  Did  not  he  have  charge  of  them  in  your  absence?  A.  No, 
sir;  only  the  physical  possession  of  them. 

Q.  That  is  what  I  am  talking  about?  A.  Yes,  sir,  but  he 
acted  absohitely  in  all  cases  under  Mr.  Alexander's  authority. 

Q.  "Well,  without  reference  to  his  allegiance  but  dealing  with 
his  acts.  A.  It  is  not  a  question  of  allegiance  but  of  official 
direction. 

Q.  AVithout  reference  to  official  direction,  but  taking  up  simply 
the  physical  custody,  Mr.  Mclntyre  had  the  papers?  A.  They 
were  kept  in  my  office. 

Q.  "Where  is  Mr.  Mclntyre?  A.  I  saw  in  the  paper  he  is  in 
Boston. 

Q.  Have  you  any  more  authentic  information?    A.  No. 

Q.  How  recently  have  you  seen  him?  A.  I  have  not  seen 
him  since  I  left  New  York,  which  was  in  the  end  of  July. 

Q.  Have  you  had  any  communication  with  him?  A.  I  have 
written  him  one  personal  letter. 

Q.  How  long  ago  was  that?  A-  That  was  about  a  month 
ago. 

Q.  Was  he  then  in  Boston?  A.  I  saw  in  the  paper  he  was 
there. 

Q.  And  you  found  that  the  address  was  correct?  A.  I  saw 
in  the  paper  he  was  in  the  Hotel  Touraine,  Boston,  and  I  sent 
it  there. 


MR.  HNTEEMYEE:  You  wrote  to  the  hotel? 
THE  WITNESS:  Yes. 


Q.  Now,  it  appears  in  the  records  of  the  Equitr.ble  Society 
with  reference  to  the  West  Virginia  Central  and  Western  Mary- 
land purchase  syndicate,  received  letter  from  James  H.  Hyde 
offering  a  participation  to  George  H.  Squire,  trustee,  of  $200,000 
in  the  above-named  syndicate,  which  was  accepted  March  24, 
1902,  received  letter  from  James  H.  Hyde  calling  for  first  pay- 
ment of  20  per  cent,  of  $40,000,  which  amount  was  borrowed 
March  31st  from  the  American  Deposit  and  Loan  Company  on 
the  Mercantile  Trust  Company  participation  syndicate,  $40,000, 
and  the  letter  is  annexed  as  follows: 
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"  The  Equitable  life  Assurance  Society,  120  Broadway,  New 
York,  Vice-President's  Office. 

March   24,   1902. 
Dear   Sir: 

On  or  before  March  31,  1902,  will  you  kindly  send  me  check 
for  $40,000,  being  20  per  cent,  of  $200,000,  the  amount  of  the 
participation  in  the  West  Virginia  Central  and  Western  Maryland 
purchase  syndicate  allotted  to  George  H.  Squire,  trustee,  for  the 
benefit  of  James  W.  Alexander  and  Thomas  D.  Jordan,  trustee 
account. 

Yours  very  truly, 

James  H.  Hyde." 

Q.  March  24th,  1902.  Now  do  you  recollect  the  fact  that 
there  was  such  a  syndicate  participation  allotted  to  George  H. 
Squire,  trustee,  by  you  ?  A.  I  did  not  recall  it.  If  I  signed  the 
letter  it  must  be  so. 

Q.  Well,  the  letters  were  produced 

MR.  UNTERMYER:  Won't  you  ask  whether  Mr.  Hyde  signed 
any  of  those  letters  or  personally  sent  them  ? 

Q.  Do  you  recall  whether  you  signed  any  of  those  letters  men- 
tioned here?  A.  I  sometimes  signed  them  and  sometimes  they 
were  signed  by  my  secretary. 

MR  HUGHES :  Have  you  the  original  letters  here,  Mr.  Win- 
throp  ? 

ME.  WINTHEOP :  I  think  I  have. 

MR.  HUGHES :  If  you  will  produce  them  we  will  }>e  glad  to 
see  by  whom  they  are  signed. 

Q.  A  number  of  letters  are  produced  relating  to  this  West 
Virginia  Central  and  Western  Maryland  purchase  syndicate  under 
date  of  March  24,  1902,  May  26,  1902,  October  20,  1902.  Were 
those  signed  by  you  or  on  your  behalf?  A.  The  letter  of  March 
24th  was  signed  on  my  behalf  by  Mclntyre  —  at  least  by  M., 
which  I  take  is  his- initial. 

MR.  HUGHES :  Referring  to  Exhibit  No.  195. 

MR.  UNTERMYER :  Did  Mr.  Hyde  sign  any  of  them  himself  ? 

MR.  HUGHES :  That  is  what  I  am  asking  for. 

THE  WITNESS :  I  did  not  sign  that  one. 
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MR.  HUGHES :  Eeferring  to  Exhibit  196,  of  May  26,  1902. 

Q.  Whose  signature  is  that  ?     A.  It  is  a  sigaature  for  me. 
Q.  By  whom  ?     A.  I  cannot  tell.     There  is  some  initial  there. 
;N"either  is  that  my  signature.      (Indicating). 

ME.  HUGHES :  Referring  to  Exhibit  No.  197,  the  letter  of 
October  20,  1902. 

Q.  You  are  conversant  with  the  fact,  I  suppose,  these  were 
with  your  authority  ?  A.  I  presume  so,  or  in  my  absence  under 
the  direction  of  Mr.  Alexander. 

Q.  Now,  it  appears  from  the  testimony  that  the  payments  made 
on  account  of  the  syndicate  participation  in  the  West  Virginia 
Central  &  Maryland  syndicate  of  George  H.  Squire,  trustee,  were 
made  with  moneys  obtained  upon  loans  from  the  American  De- 
posit &  Loan  Company  or  the  Equitable  Trust  Company.  You 
were  acquainted  with  that  fact  at  the  time,  were  you  not?  A.  I 
knew  nothing  about  that,  sir. 

Q.  How  was  it,  with  your  closeness  to  these  financial  trans- 
actions and  your  desire  to  become  perfectly  conversant  with  the 
situation,  that  you  did  not  ascertain  that  the  company  of  which 
you  were  vice-president,  was  making  the  loans  for  the  payments 
upon  the  participations  you  yourself  had  allotted. 

MR  UNTEEMEYER:  I  don't  think  he  was  vice-president 
then,  was  he? 

Q.  Were  you  vict--presider,t  in  1902?     A.  No,  sir. 

Q.  What  ofiice  did  you  hold  ?     A.  None. 

Q.  What  was  your  relation  to  the  Equitable  then?  A.  I  was 
vice-president  of  the  Equitable,  but  I  was  not  vice-president  of 
the  Equitable  Trust  Companj^  at  that  time. 

Q.  Not  at  that  time,  but  of  the  American  Deposit  &  Loan 
Company,  were  you  ?     A.  I  don't  think  so,  no. 

Q.  Are  you  sure  about  that  ?     A,  I  am  not  sure  about  it. 

Q.  Well,  whether  you  had  or  had  not  an  official  connection 
with  the  Equitable  Trust  Company  at  that  time  you  were  con- 
versant with  the  fact  that  this  syndicate  participation  was  for 
the  Equitable  Society,  and  for  the  benefit  of  the  Alexander  and 
ifordan  account?      A.  Yes,  sir. 

Q.  Who  told  you  that A.  Of  this  particular  account? 

No,  sir,  I  don't  know  anything  about  that.     If  you  are  referring 
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to  the  previous  one,  I  say,  yes,  sir.    I  say  I  have  since  learned 
that. 

Q.  I  am  referring  to  the  Alexander  and  Jordan  account.  A. 
I  think  that  we  are  at  cross  purposes. 

Q.  What  account  did  you  think  I  referred  to  ?  A.  I  thought 
you  referred  to  the  syndicate  participation  rather  than  to  the 
account. 

Q.  I  was  asking  whether  you  knew  at  the  time  that  this  par- 
ticipation of  George  H.  Squire,  trustee,  was  really  for  the  benefit 
of  the  Equitable  and  for  the  benefit  of  the  Alexander  and  Jordan 
account?     A.  I  have  since  learned  that. 

Q.  Well,  at  the  time  this  letter  was  written  in  your  name, 
signed  on  your  behalf  which  states  that  it  was  allotted  to  George 
H.  Squire,  trustee,  for  the  benefit  of  James  Alexander  and  Thomas 
D.  Jordan,  trustee  account,  you  were  acquainted  vdth  the  fact, 
were  you  not  ?     A.  I  presume  so.    I  don't  know. 

Q.  Now,  those  transactions  in  the  name  of  George  H.  Squire, 
trustee,  did  not  bring  your  attention  in  any  way  to  the  existence 
of  the  account  kept  in  his  name.  Now,  I  am  not  speaking  of 
participations,  but  of  the  account  which  was  kept  in  his  name. 
A.  That  is  all  I  know  about  it,  were  those  syndicate  participa- 
tions. 

Q.  Did  you  ever  hear  that  George  H.  Squire  had  an  account  in 
his  name  ?     A.  'No,  sir,  I  have  no  recollection. 

Q.  Now,  here  is  a  letter  under  date  of  March  6,  1903,  from 
the  president  of  the  Equitable  Trust  Company  which  is  in  effect 
that  the  verba]  imderstanding  is  confirmed  that,  both  the  deposit 
and  loan  account  in  the  name  of  George  H.  Squire,  trustee,  be- 
longed to  the  Equitable  Life  Assurance  Society,  and  that  Mr. 
Squire  was  not  interested  in  either  account  and  was  in  no  way 
responsible  therefor,  and  that  Mr.  Squire,  nor  his  heirs,  executors 
nor  administrators  should  be  held  responsible  therefor,  and  that 
it  was  on  the  books  of  the  Equitable  Trust  Company  subject  to 
draft  either  by  Thomas  D.  Jordan,  William  H.  Mclntyre  and 
George  H.  Squire,  and  that  appears  to  be  in  acknowledgment  of 
a  letter  of  the  same  date  addressed  by  George  H.  Squire  and 
certified  to  by  W.  H.  Mclntyre  to  the  same  effect.  Now,  were 
those  transactions  known  to  you  at  the  time  ?  A.  No  sir. 
Q.  Did  you  ever  hear  of  them  ?  A.  No,  sir. 
Q.  You  understand  the  breadth  of  my  question.  It  never  came 
to  your  attention  that  there  was  such  an  account?  A.  Yes,  sir; 
I  understand  your  question. 
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Q.  And  that  the  Equitable  had  anything  to  do  with  it?  A. 
Yes,  sir,  I  try  to  understand  all  your  questions. 

Q.  The  source  of  the  moneys  deposited  to  the  credit  of  the 
George  H.  Squire  trustee  account  from  1900  to  1903,  as  that 
account  stood  with  the  American  Deposit  &  Loan  Company  and 
the  Equitable  Trust  Company  or  either,  never  were  brought  to 
your  attention?     A.  'Ho,  sir. 

Q.  Did  you  not  know  that  the  collateral  to  which  the  Equi- 
table Life  Assurance  Society  was  entitled  were  sold  and  the  pro- 
ceeds put  to  the  credit  of  George  H.  Squire  trustee  account? 
A.  No,  sir. 

Q.  You  had  joint  account  operations  with  George  H.  Squire? 
A.  Operations  of  what  nature,  sir  ? 

Q.  Stock  operations?  A.  He  was  a  syndicate  underwriter  of 
James'H.  Hyde  and  associates. 

Q.  ISTow,  you  bought  stock  in  connection  with  George  H.  Squire 
from  time  to  time  ?    A.  What  stock. 

Q.  Well,  certain  stock. 

MR.  UlSTTEEMYER:    That  is  a  question,  is  it? 
MR.  HUGHES :    Yes. 

MR.  UNTEEMYER:    Will  you  ask  him  if  he  did. 
MR.  HUGHES :    I  am  asking  that  question. 

Q.  Did  you  ?    A.  I  have  no  recollection  of  any. 

Q.  Were  not  your  relations  very  close  with  Mr.  Squire?  A. 
In  a  business  way,  yes,  sir.  He  was  financial  manager  of  the 
Society,  and  very  active  in  that  thing,  and  I  came  in  very  fre- 
quent business  contact  with  him,  on  the  Society's  business. 

Q.  But  you  never  heard  this  matter  mentioned  in  any  way? 
A.  No,  sir.  ' 

Q.  Did  you  hear  of  the  Marcellus  Hartley  Trustee  Account? 
A.    No,  sir. 

Q.  Did  you  ever  know  that  such  an  account  was  in  existence  ? 
A.    No,  sir. 

Q.  Did  you  ever  hear  of  the  Louis  M.  Bailey  trustee  account  ? 
A.    No,  sir. 

Q.  You  never  knew  that  there  was  such  an  account  kept  any- 
where ?    A.  No,  sir. 

Q.  Did  you  ever  know  that  there  were  any  building  operations 
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of  the  Equitable  Life  Assurance  Society  in  the  name  of  Louis  M.. 
Bailey,  trustee?  A.  ISTo,  sir,  not  until  the  other  day  did  I  find 
out  about  it. 

Q.  And  from  whom  did  you  find  out  the  other  day  ?  A.  The 
information  was  given  to  me  by  my  counsel. 

Q.  In  the  course  of  your  dealings  with  the  financial  matters  of 
the  Equitable  Life  Assurance  Society,  did  you  have  any  knowl- 
edge of  the  making  of  loans  in  the  name  of  Louis  M.  Bailey? 
A.  No,  sir. 

Q.  ISTor  the  purchase  of  property  in  his  name?  A.  Of  real 
estate  ? 

Q.  Yes.  A.  ~No,  sir,  my  only  knowledge  of  that  is  what  my 
counsel  told  me  the  other  day,  that  he  was  used  for  real  estate 
operations. 

Q.  When  did  you  first  hear  of  the  J.  W.  Alexander  JSTo.  3  ac- 
count? A.  I  heard  of  that  first  in  the — I  want  to  get  this  date 
correct — in  the  fall  of  1S92.  That  date  is  a  matter  of  record.  Is 
that  the  correct  date,  Mr.  Untermyer?    I  think  it  is. 

MK.  LOsTTEKMYEE :  You  mean  the  date  when  you  signed 
that  paper? 

THE  WITNESS:    Yes. 

ME.  UNTEEMYEE:    Have  you  the  paper,  Mr.  Hughes? 

Q.  What  paper  do  you  refer  to?  A.  A  paper,  a  promise  of 
indemnity  or  guarantee. 

Q.  Have  you  a  copy  of  it  here  ?    A.  'No,  sir. 

Q.  Will  you  state  the  manner  in  which  this  matfer  was  brought 
to  your  attention  and  what  facts  you  learned  about  it?  A.  Mr, 
Alexander,  the  president  of  the  Society,  told  me  that  he  and  Mr. 
Jordan  had  incurred  certain  large  expenses  for  the  benefit  of  the 
Society  and  that  he,  Mr.  Alexander,  as  "president  of  the  Society, 
asked  me,  as  vice-president  of  the  Society,  to  write  a  letter  to  the 
Mercantile  Trust  Company  promising  them  the  indemnity  of  the 
Equitable,  which  the  Mercantile  Trust  Company  I  have  since 
learned  regarded  as  a  guarantee  on  my  behalf  of  the  Equitable. 
Mr.  Alexander  and  Mr.  Jordan  did  not  wish,  in  case  of  their 
decease,  to  have  their  estate  liable  for  this  very  considerable 
amount  of  money. 

Q.  Did  you  learn  for  what  purpose  this  account  had  been  used  ? 
A.  The  purpose 
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Q.  MR.  UISrTEEMYEE:   Did  Mr.  Alexander  state  it? 

THE  'WmSrESS:  Mr.  Alexander  stated  to  me  the  purpose, 
whicli  was  threefold.  Eirst,  to  settle  siiits  which  might  tie  up 
the  affairs  of  the  Society  in  a  long  litigation  and  generally  inter- 
fere with  the  business  and  cause  great  complication  and  make 
a  great  deal  of  loss  of  time,  and  bother.  The  second  purpose 
was  the  piirchase  of  stock,  as  this  stock  from  old  stockholders 
had  been  bid  iip  by  speculative  interests  to  a  fictitious  value,  basing 
that  value  on  the  rights  of  the  stock  in  the  surplus.  It  was  hurt- 
ing our  agents  in  the  field,  being  used  as  an  argument  against 
them  in  canvassing,  and  it  was  considered  advantageous  to  counter- 
act that  as  far  as  possible.  The  third  purpose  was  political  con- 
tributions. 

Q.  And  what  were  they,  so  far  as  you  were  informed  of  them  ? 
A.  I  know  of  only  one  of  those,  which  was  for  the  last  presidential 
campaign. 

Q.  In  what  amount?    A.  Of  $25,000. 

Q.  And  to  whom  made  ?  A.  Made  to  Mr.  Bliss  at  his  request 
through  Mr.  Erick. 

Q.  Am  I  to  understand  that  the  amount  of  this  contribution 
was  obtained  by  a  draft  upon  Alexander  and  Jordan  account? 
A.  So  I  am  told. 

Q.  And  who  told  you  that?  A.  Mr.  Alexander  directed  that. 
I  had  nothing  to  do  with  it. 

Q.  How  did  you  become  aware  of  the  contribution?  A.  Mr. 
Erick  asked  me  for  it,  and  I  asked  Mr.  Alexander  and  Mr.  Alex- 
ander approved  of  the  contribution. 

Q.  When  did  Mr.  Erick  ask  you  for  it  ?  A.  Some  time  in  Oc- 
tober of  last  Eall. 

Q.  Upon  what  grounds  did  he  suggest  that  such  a  contribution 
should  be  made  by  the  Eqiiitable?  A.  He  suggested  that  it  was 
to  the  best  interests  to  the  Equitable  and  the  best  protection  of  the 
Society's  assets  that  the  Republican  party  should  be  re-elected  and 
kept  in  power,  that  there  was  a  possibility  if  the  Democratic  party 
came  in  power  that  there  might  be  a  recurrence  or  a  rettu-n  to 
their  very  unfortunate  monetary  and  financial  standard,  and  he 
thought  the  best  way  to  stop  that  was  to  keep  the  Republican  party 
in  power,  which  the  other  life  insurance  companies  and  a  great 
many  other  large  corporations  considered  a  wise  thing  to  do. 
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Q. .  Was  any  mention  made  by  him  of  any  earlier  contributions 
made  by  the  Society?     A.  Earlier  than  that  campaign  ? 

Q.  Yes,  previous  to  that  campaign.  A.  I  have  since  learned 
that  a  contribution  was  made  in  the  summer,  in  my  absence,  whicli 
I  had  nothing  to  do  with. 

Q.  In  1902?    A.  Yes. 

Q.  To  whom?     A.  To  this  same  fund. 

Q.  You  mean  for  political  purposes,  campaign  contributions? 

A.  Yes,  sir. 

Q.  An  amount  in  addition  to  the  amount  you  have  previoTisly 
mentioned?    A.  Yes,  sir. 

Q.  Do  you  know  the  amount?  A.  I  have  since  learned  the 
amount  was  $25,000.  That  was  in  August,  and  T  was  out  of  the 
country  and  had  nothing  to  do  with  it. 

Q.     That  made  a  total  of  fifty  thousand  dollars?     A.  Yes,  sirj 

Q.  Do  you  know  who  made  the  previous  contribution?  A.  T 
think  Mr.  Alexander.  I  was  out  of  the  country  at  that  time,  and 
had  nothing  to  do  with  it. 

Q.  Has  any  one  mentioned  to  you  the  making  of  contributions 
in  earlier  years?  A.  ITo,  sir,  those  are  all  the  contributions  I 
know  of. 

Q.  When  the  existence  of  this  account  came  to  your  attention 
in  1902,  as  I  understand  it,  did  you  make  inquiries  to  see  what 
were  the  sources  of  the  moneys  deposited  to  the  credit  of  that 
account?    A.  "No,  sir. 

Q.  Did  not  you  think  it  your  duty  as  an  oflScer  of  the  Equitable 
to  ascertain  how  the  Equitable's  moneys  were  used  if  at  all  for 
that  purpose?  A.  That  is  a  very  good  illustration  of  the  fact  that 
I  unfortunately  relied  upon  other  people  doing  right. 

Q.  Well,  what  have  you  since  learned  as  to  the  source  of  the 
moneys  that  were  deposited  to  the  credit  of  that  account?  A.  T 
know  nothing  about  that  account  except  what  I  have  stated  to  you, 
Mr.  Hughes. 

Q.  Now,  it  is  my  understanding  tha*  from  time  to  time  appli- 
cation would  be  made  to  the  cashier  of  the  company  for  money; 
that  those  moneys  would  be  paid,  and  a  cash  ticket  held,  and 
then  a  check  would  be  received  from  the  Mercantile  Trust  Com- 
p-any  for  the  amouM,  which  would  make  good  the  cash  thus 
withdrawn;  that  the  amount  taken  from  the  Mercantile  Trust 
Company  in  this  way  was  charged  as  loans  upon  this  J.  W. 
Alexander  'So.  3  account,  or  Alexander  &  Jordan  account,  how- 
ever  it  was  denominated,  and  that  the  moneys  so  loaned  were 
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placed  to  tlie  credit  of  the  so-called  borrowing  on  the  books  of 
the  Mercantile  Trust  Company.  ISTow,  is  that  the  fact,  so  far  as 
you  understand  it?    A.  I  don't  know  anything  about  it. 

Q.  You  don't  know  anything  about  it?  A.  No,  sir.  I  am 
trying  to  be  of  every  possible  assistance  to  you,  Mr.  Hughes. 

Q.  "We  appreciate  that,  we  simply  want  to  know  what  facts  you 
do  know  which  will  throw  light  on  the  situation.    A.  Yes,  sir. 

Q.  Did  you  ever  hear  that  any  officer  of  your  company  went 
to  Michael  Murray,  cashier,  and  got  cash  which  drafts  were  made 
good  by  loans  obtained  from  the  Mercantile  Trust  Company? 
A.  Xo,  sir. 

Q.  When  did  you  become  an  officer  of  the  Mercantile  Trust 
Company?  A.  I  can  tell  you  in  one  minute,  Mr.  Hughes.  In 
1903. 

ME.  UNTEKMYE'R:  What  was  the  date? 

THE  WITNESS:  I  have  not  the  exact  date.  I  think  it  was 
in  the  beginning  of  1903. 

Q.  The  beginning  of  1903.  Was  that  yo«r  first  official  con- 
nection with  that  company?  A.  Other  than  that  of  a  director, 
which  I  had  been  before  I  came  down  town. 

Q.  When  did  you  -first  receive  a  salary  from  the  Mercantile 
Trust  Company?     A.  In  the  year  1903. 

Q.  What  aniount  was  the  salary?    A.  Ten  thousand  dollars. 

Q.  Did  it  remain  at  that  figure?  A.  It  was  raised  in  1904  to 
$12,500. 

Q.  What  were  your  duties?  A.  My  duties  there  were  similar 
to  my  duties  as  vice-president  of  the  Equitable  Trust  Company, 
that  is,  looking  after  the  Equitable's  very  large  interest  in  that 
company,  as  they  were  large  stockholders;  in  influencing  trust 
company's  business,  registrar  biisiness,  trusteeship,  deposits,  in- 
fluencing influential  directors,  and  I  made  a  daily  visit  to  the 
company  and  discussed  the  affairs  of  the  company  in  a  genera] 
way  with  the  president  e^^'ery  day  I  was  downtown;  sometimes  more 
than  that,  and  frequently  I  was  in  telephonic  communication  witt 
him.  It  had  been  my  habit  before  I  came  down  there  for  an  offi" 
cer  of  the  Equitable  to  be  a  vice-president  of  that  company. 

MR.  TrNTERMYFJl:    And  to  get  a  salary? 
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THE  WITNESS :  And  to  get  a  salary.  My  father  liad  a 
salary. 

Q.  I  understand  that  about  1902  you  became  chairman  of  the 
Executive  Committee  of  the  Equitable,  as  you  had  prior  to  that 
time  taken  a  considerable  interest  in  its  affairs?  A.  I  was  en- 
deavoring to. 

Q.  And  your  activity  constantly  increased?  A.  I  was  endeav- 
oring to,  yes. 

Q.  And  your  relations  both  to  the  Mercantile  Trust  Company, 
and  the  Equitable  Trust  Company  or  its  predecessors,  the  Amer- 
can  Deposit  &  Loan  Company,  became  constantly  more  intimate  ? 
A.  Yes,  I  considered  that  part  of  my  functions  as  chairman,  to 
occupy  myself  with  those  companies,  as  my  predecessor.  General 
Eitzgerald,  the  very  able  chairman,  had  also  done. 

Q.  And  it  was  your  purpose  to  become  conversant  with  the  fin- 
ancial affairs  of  the  Equitable?  A.  Yes;  that  also  fitted  me  to  act 
more  intelligently  as  a  member  of  the  Executive  and  Financial 
Committee  of  the  Equitable,  by  familiarity  with  securities  and 
their  qualities,  and  with  new  undertakings,  the  reconstruction  of 
old  railroads  and  general  financial  matters. 

Q.  You  desired  to  become  conversant  vnth  all  these  matters 
and  to  become  active  on  their  behalf  as  far  as  possible ?  A.  Yes; 
it  was  also  part  of  my  duty  where  the  Society  had  large  interests 
to  go  into  these  Boards  and  represent  them. 

Q.  You  sought  to  become  intimate  with  all  financial  people 
who  were  related  to  the  Equitable  in  order  that  you  might  look 
after  the  Equitable  affairs?    A.  Yes. 

Q.  And  in  this  way  to  represent  the  Equitable  in  connection 
with  a  variety  of  corporations?    A.  Yes,  sir. 

Q.  You  looked  forward  to  the  time  when  you  would  be  the  con- 
trolling power  in  the  Equitable,  did  you  not?  K.  I  had  always 
been  brought  up  to  consider  that  my  ambition. 

Q.  Then  you  regarded  yourself  as  the  natural  successor  of  your 
father?    A.  I  hoped  to  be  able  to  be. 

Q.  And  you  endeavored  in  all  these  ways  to  master  the  business 
of  the  Society  so  that  you  should  thoroughly  understand  it  and 
become  acquainted  with  it?  A.  You  must  realize  there  are  a 
great  many  details,  a  very  large  business  and  a  great  many  depart- 
ments. 

Q.  But,  so  far  as  you  could,  with  the  time  at  your  disposal  and 


Testimony  of  James  H.  Hyde.  2223 

with  your  well-known  energy,  you  were  desirous  of  getting  the 
mastery  of  the  various  financial  operations  of  the  company  ?_  A.  I 
was  trying  to  be  energetic  —  thanks  for  the  compliment. 

Q.  Now,  when  you  learned  of  the  existence  of  an  account  such 
as  this  J.  W.  Alexander  account,  or  Alexander  and  Jordan 
account,  which  had  been  used  for  this  purpose,  did  you  make  any 
inquiries?    A.  No,  sir;  I  think  I  have  already  stated  I  have  not. 

Q.  Did  Mr.  Mclntyre  make  any  on  your  behalf?  A.  No,  sir. 
Can  I  digress  one  minute? 

Q.  I  trust  it  won't  be  a  digression,  any  explanation  you  wish 
to  make.  A.  When  I  first  came  downtown  —  by  the  way  of  .gen- 
eral explanation  —  I  think  you  will  find  it  will  fit  in  —  when  I 
first  came  downtown,  I  endeavored  not  so  much  to  disturb  exist- 
ing routine  as  to  familiarize  myself  gradually  with  the  different 
departments  and  take  up  current  new  business  as  it  came  up,  which 
accounts  for  the  fact  that  I  did  not  have  the  time  or  physical 
ability  to  familiarize  myself  with  all  the  ancient  routine  matters 
which  I  considered  were  proper  matters  and  were  being  done  in 
a  proper  way. 

Q.  What  attracted  my  attention  was  that  a  matter  of  this  sort, 
coming  to  your  attention,  would  naturally  have  excited  your  curios- 
ity, and  that  you  or  someone  who  was  in  close  relations  with  yoii 
would  naturally  look  into  it  and  see  what  there  was  in  the  matter. 
Did  anything  of  that  sort  take  place? 

ME.  UNTEEMTEE:     Which  matter  do  you  refer  to? 

ME.  HUGHES:  I  am  referring  to  this  Alexander  No.  3 
account. 

THE  WITNESS:    No,  sir,  not  to  my  knowledge. 

Q.  I  find  a  charge  in  the  account  of  a  check  und'er  date  of 
August  23,  1904,  to  W.  H.  Mclntyre,  of  twenty-five  thousand 
dollars.  Is  that  the  campaign  contribution  to  which  you  referred 
as  far  as  you  know?  A.  I  don't  know.  I  have  never  seen  this 
paper  before  and  have  no  means  of  knowing. 

Q.  Do  you  iknow  whether,  as  a  matter  of  fact,  Mr.  Mclntyre 
went  to  the  Mercantile  Trust  Company  and  got  the  money  for 
that  contribution?  A.  I  don't  know.  Mr.  Alexander,  of  the  So- 
ciety, directed  that  payment. 

Q.  You  got  the  request  from  Mr,  Frick  and  transmitted?  A. 
Yes,  sir. 


2224  Legislative  Insurance  Investigation. 

Q.  With  your  approval?  A.  No;  he  had  given  his;  I  simply 
transmitted  the  request. 

Q.  Yes;  hut  you  were  in  favor  of  it?     A.  Yes,  sir. 

Q.  For  the  reasons  stated  by  Mr.  Frick?     A.  Yes,  sir. 

Q.  ^ow,  did  you  make  the  deposit  to  the  credit  of  the  J".  W. 
Alexander  No.  3  account?     A.  "No,  sir. 

Q.  Didn't  you,  on  August  18,  1903,  deposit  a  check  for 
$26,563.11  to  the  credit  of  that  account?  A.  What  is  the  date 
of  that,  Mr.  Hughes?     August  18th? 

Q.  Yes.  A.  August  18,  1903 — ^I  was  not  here  in  August, 
1903.  That  was  a  case — must  be  a  case  of  Mr.  Alexander  paying 
— directing  Mr.  Mclntyre  to  use  a  power  of  attorney  on  my  behalf 
because  I  was  not  here. 

Q.  Possibly  Mr.  Mclntyre  used  his  power  of  attorney  without 
Mr.  Alexander's  direction?     A.  That  I  doubt. 

Q.  That  would  be  entirely  possible,  wouldn't  it?  A.  It  is  pos- 
sible but  most  improbable. 

Q.  What  power  of  attorney  did  Mr.  Mclntyre  have?  A.  He 
had  a  power  of  attorney  from  me  on  those  syndicate  matters. 

Q.  Did  he  have  a  general  power  of  attorney?  A.  He  did  not 
have  last  year;  I  don't  think  he  had  then.     .     ' 

BY  ME.  UNTERMYEE: 

Q.  Were  you  in  Europe  last  summer?     A.  Yes,  sir. 

BY  ME.  HUGHES:  ^ 

Q.  Do  you  know  of  the  source  of  this  item  of  credit  of  August 
18,  1903,  James  H.  Hyde,  $26,503.12?     A.  I  am  positive  not,  sir. 

Q.  Give  me  your  best  recollection,  subject  to  correction,  of 
course.  A.  I  think  it  was  in  a  syndicate  known  as  Lackawanna 
Steel,  but  I  am  not  positive. 

Q.  Lackawanna  Steel;  that  is  a  new  one.  What  is  Lackawanna 
Steel? 

BY  ME.  imTEEMYEE: 

Q.  It  is  a  new  one  because  it  is  your  own  money  that  went  into 
that  account?     A.  Yes,  sir. 

BY  ME  HUGHES: 

Q.  Is  that  the  fact?    A, -Yes,  sir. 
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Q.  Mr.  Untennyer  seems  to  know  that  this  was  money  of 
yours  that  went  into  the  Alexander  account ;  did  you  know  that  ? 
A.  No,  sir. 

Q.  Now,  let  us  have  what  you  have  to  say,  Mr.  Hyde,  ahout 
the  Lackawanna  syndicate  and  the  way  in  which  this  twenty-six 
thousand  dollars  that  appears  to  the  credit  of  this  account  would 
come  from  that  source?  A.  I  think  this  was  Lackawanna  Steel, 
and  if  it  is  Lackawanna  Steel,  these  are  the  details  as  I  remeipber 
them:  That  was  a  syndicate  underwriting  which  was  offered  to 
James  H.  Hyde  and  associates,  and  the  profits  from  that  James 
H.  Hyde  and  associates  was  under  Alexander's  orders  turned  over 
to  this  account. 

BY  MR.  IJNTEEMYEK: 

Q.  Then  it  was  your  own  money  and  that  of  your  associates  ? 
A.  Yes,  sir. 

MR.  HUGHES:  Let  us  follow  that;  we  will  get  all  the  facts, 
Mr.  Untermyer;  let  us  follow  that  a  little  further.  Who  offered 
this  to  James  H.  Hyde  and  associates?  A.  The  banking  house 
of  issue,  I  don't  remember  what  house  it  was. 

Q.  And  what  was  the  date  of  that  transaction,  approximately  ? 
A.  It  was  preceding  this,  naturally,  I  don't  know  the  date. 

Q.  Who  were  your  associates  in  that  enterprise?  A.  There 
was  only  one  participation  which  was  used  for  this  benefit. 

Q.  Who  were  James  H.  Hyde  and  associates  in  that  trans- 
action?    A.  They  had  none. 

Q.  Was  it  you,  yourself,  under  that  name  ?  A.  It  was  merely 
carried  in  that  way,  and  the  profits  turned  over  as  I  have  told 
you. 

Q.  There  was  one  participation  ?     A.  Yes,  sir. 

Q.  Carried  in  that  name?     A.  Yes,  sir. 

Q.  Were  there  any  calls?     A.  JSTo,  sir. 

Q.  So  there  was  no  money  to  be  paid  ?     A.  Yes. 

Q.  Then  there  was  a  profit  ?     A.  Yes,  sir. 

Q.  Was  this  $26,503.12  the  total  of  it?     A.  Yes,  I  think  so. 

Q.  That  came  to  Mr.  Mclntyre  in  your  absence  in  Europe? 
A.  I  think  so. 

Q.  It  was  put  to  the  credit  of  this  J.  W.  Alexander  No.  3 
account?     A.  T  think  so. 
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Q.  Was  it  recognized  that  that  participation  of  James  H. 
Hyde  an-d  associates  was  a  participation  to  which  the  Equitable 
was  entitled,  or  could  have  if  it  desired  ?  A.  They  never  in- 
vested in  industrials. 

Q.  But  you  took  the  profits  on  the  results.  A.  I  mean  the 
Equitable  Life  never  invested  in  industrials  or  took  industrial 
underwriting- 

Q.  My  question  was  whether  it  was  recognized  that  this  partici- 
pation of  James  H.  Hyde  and  associates  could  be  had  by  the 
Equitable  if  it  was  desired  ?     A.  I  think  so. 

Q.  How  did  it  come  to  James  H.  Hyde  and  associates?  A. 
Must  have  been  offered — I  presume  it  was  offered — to  the  best 
of  my  knowledge  and  belief  it  was  offered  and  turned  over  back 
to  James  H.  Hyde  and  associates. 

Q.  Do  you  think  you  took  it  individually  ?  A.  ISTo,  sir,  I  never 
had  it. 

Q.  I  thought  you  used  the  word  turned  over — you  mean  you 
turned   over  the  proposal?     A.   Yes. 

Q.  So  that  the  actual  participation  cam.e  to  James  H.  Hyde 
and  associates.  The  proposal  to  you  was  turned  over  to 
James  H.  Hyde  and  associates  for  what  reason  ?  A.  I  pre- 
sume for  the  same  reason  we  hoped  to  turn  over  a  profit,  which 
you  humorously  remarked  we  never  got,  from  the  International 
]\Iercantile  Marine  Syndicate,  to  ,reduce  that  account. 

Q.  In  other  words,  to  use  for  the  benefit  of  the  Equitable? 
A.  That  is  a  matter  of  how  you  look  at  it. 

Q.  That  is  the  way  you  looked  at  it  ?    A.  I  presume  so. 

Q.  In  other  words,  your  supposition  was  that  the  account 
was  an  Equitable  account  and  that  when  you  got  through  these 
sj-ndicate  transactions,  filled  up,  the  coffers  of  that  account  it 
was  a  good  thing  to  do  for  the  benefit  of  the  Equitable  Life  ?  ■  A. 
As  I  have  said  before  when  I  was  asked  to  sign  that  guarantee, 
JMr.  Alexander  told  me  that  he  and  Mr.  Jordan  had  incurred 
this  liability  on  behalf  of  the  Equitable  and  that  the  Equitable 
Board  some  time  would  take  up  this  obligation  and  would  ratify 
'.t,  and  that  it  was  intended  from  time  to  time  to  do  so,  but  that 
vas  never  done  until  this  mix-up  in  the  Eqiiitable  came  and  then 
it  was  too  late  to  do  it,  ajid  the  different  individuals  were  never 
relieved  by  the  Equitable. 

Q.  So  far  as  your  Imowledge  of  the  transaction  goes,  or  your 
information  regarding  the  account  goes,  was  the  matter  an  Equi- 
table matter  ?     A.  Which  matter,  Mr.  Hughes  ? 
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Q.  Mr.  Alexander  Iso.  3  account?  A.  !N"o,  sir,  it  was  an 
individual  matter  which  they  had  taken  on  behalf  of  the  Equitable. 

Q.  Was  it  one  which  the  Equitable A.   The  Equitable 

could  take  it  up  if  the  Board  of  Directors  wanted  to  and  were 
willing  to. 

Q.  They  would  have  the  benefit  of  the  transaction — the  Equit- 
able would  have  the  benefit  of  the  transaction?  A.  What  I  am 
trying  to  make  clear,  and  I  thinli  we  are  both  aiming  at  the  same 
point,  is  that  the  Board  of  Directors — this  liability  as  I  have 
already  twice  stated,  was  incurred  by  these  individuals  for  the 
benefit  of  the  Society,  and  the  Board  of  Directors  of  the  Equi- 
table Life  were  to  reduce  that  from  this  thing  which  was  done  for 
their  benefit,  but  was  never  presented  to  the  Board.  Do  I  make 
it  clear  ?    I  am  trying  to. 

MR.  UNTERMYER:  Mr.  Hughes,  have  you  passed  the 
question  of  Lackawanna  Steel,  $26,000? 

MR.  HUGHES:    Have  you  anything  more? 

MR.  mSTTERMYER:  Before  you  pass  it,  I  wish  you  would 
inquire  who  incurred  the  liability. 

MR.  HUGHES:  I  think  from  Mr.  Hyde's  statement  it  was 
James  H.  Hyde  and  associates  who  signed  the  syndicate  agree- 
ment. 

THE  WITNESS :  I  can't  remember.  That  must  be  a  matter 
of  record.     I  presume  it  was  signed  by  myself,  I  am  not  sure. 

Q.  In  the  name  of  James  H.  Hyde  and  associates?  A.  Yes, 
sir.  Every  underwriting  agreement  that  was  signed,  the  indi- 
viduals were  quite  ready  to  stand  a  loss,  and  have  stood  quite  a 
number  of  losses. 

BY  MR.  UNTERMYER: 

Q.  If  Lackawanna  Steel  had  not  gone  up,  the  Equitable  would 
have  taken  the  securities  ?    A.  ISTo,  sir. 

Q.  The  profits  belonged  to  James  H.  Hyde  and  associates  and 
not  the  Equitable?    A.  Yes,  sir. 

BY  MR.  HUGHES: 

,Q.  Th«  fact  is  James  H.  Hyde  and  associates  got  a  partici- 
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pation  that  as  a  matter  of  fact  tlie  contents  of  James  H.  Hyde 
and  associates  at  that  thne  was  yourself  —  or  whomever  the  par- 
ticipation might  be  ti'eated  as  for  the  benefit  of  —  is  that  right? 

MR  UNTEEMYEK:    That  is  a  question? 

MK.  HUGHES:    Yes.    Is  that  right? 

THE  WITIsTESS:  It  is  pretty  hard  to  follow;  I  am  tryiiig  to 
follow. 

Q.  Let  us  go  over  it  again.  The  original  participation  was 
to  James  H.  Hyde  and  associates,  allotted  to  James  H.  Hyde  and 
associates?    A.  I  think  I  have  already  so  stated. 

Q.  Now,  who  were  James  H.  Hyde  and  associates?  I  think 
you  have  stated  that,  but  there  seems  to  be  some  confusion  about 
it,  and  we  will  go  over  it  again.  A.  I  was  the  individual,  but 
I  stood  ready  to  stand  the  loss  if  there  had  been  any  loss  —  the 
Equitable  would  not  —  and  the  profit  was  turned  over  to  this  ac- 
count in  the  same  way  that  all  individuals  of  James  H.  Hyde 
and  associates  stood  their  losses,  and  never  tried  to  unload  their 
losses  on  any  one. 

We  will  come  to  that  a  little  later,  because  I  want  to  know 
just  what  the  operations  of  James  H.  Hyde  and  associates  were? 
A.  I  would  welcome  an  explanation  of  that. 

Q.  We  will  come  to  that  in  a  few  minutes  but  I  notice  in  the 
case  of  George  H.  Squire,  trustee,  where  you  gave  a  participa- 
tion to  George  H.  Squire,  trustee,  for  the  benefit  of  the  Alex- 
ander &  Jordan  account-^as  we  saw  a  few  minutes  ago,  that 
there  was  a  very  careful  correspondence  between  the  Equitable 
Trust  Company,  who  paid  the  money  on  the  call,  and  George  H. 
Squire  to  the  effect  that  George  H.  Squire  should  never  be  liable 
upon  that  transaction?  A.  Yes,  which  you  have  just  showed  me 
for  the  first  time  'to-day. 

Q.  So  it  would  seem  from  that,  that  in  that  case,  where  it  was 
intended  that  the  Equitable  should  benefit  from  any  profit  that 
resulted,  some  effort  was  made  to  relieve  the  party  who  is  named 
in  that  transaction  from  any  chances  of  loss?  A.  That  effort 
was  not  made  in  this  case. 

Q.  In  this  particular  case  of  James  H.  Hyde  and  associates 
there  was  no  such  effort  made?    A.  ISTo,  sir. 

Q.  And  there  were  no  calls  at  all?    A.  ISTo  .sir. 

Q.  Of  course,  you  went  in  it  expecting  there  would  be  a  profit 
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which  would  reduce  the  balance  of  this  account?  A.  I  pre- 
sume so. 

Q.  l^ow,  do  you  know  anything  about  any  of  the  payments  that 
were  made  to  the  Mercantile  Trust  Company  which  went  to  the 
credit  of  their  J.  W.  Alexander  No.  3  account,  that  is,  which 
was  credited  against  the  amoiints  loaned?    A.  No,  sir. 

Q.  For  example,  it  appears  here  that  under  date  of  December 
30,  1901,  George  H.  Squire,  trustee,  gives  a  hundred  thousand 
dollars  to  the  Mercantile  Trust  Company?  A.  I  know  nothing 
of  that. 

Q.  George  H.  Squire,  trustee,  account  shows  the  same  thing. 
It  appears  on  October  4,  1902,  that  T.  D.  Jordan  and  G.  H. 
Squire  jointly  made  a  payment  of  sixty-five  thousand  dollars  to 
this  account.    Do  you  know  anything  about  that?    A.  No,  sir. 

Q.  Then  appears  the  credit  of  August  18,  1903,  of  James  H. 
Hyde,  $26,503.12,  to  which  I  referred  a  moment  ago,  and  then 
one  of  February  4,  1904,  the  Equitable  Life  Assurance  Society, 
$100,000.  Do  you  know  anything  about  that  payment?  A.  No, 
sir. 

Q.  What  do  you  know  as  to  the  steps  that  were  taken  to  liqui- 
date this  loan  account  last  summer?  A.  The  banking  depart- 
ment requested  the  payment  of  the  loan  and  the  individuals  on  the 
loan,  viz.,  Messrs.  Alexander  &  Jordan,  raised  as  much  money 
as  they  were  able  to  raise  on  this  thing,  and  failing  of  a  certain 
amount  they  appealed  to  me,  and  I  considered  myself  bound  by 
ray  letter  and  I  made  good  the  balance,  which  was  I  think  a  very 
generous  thing  on  my  part  to  do,  as  I  had  gotten  absolutely  no 
benefit  from  this  account  and  the  amount  was  a  very  large  one. 

Q.  Then  it  was  not  your  understanding  that  any  of  the  indi- 
viduals had  personally  benefited  from  the  account,  was  it?  A. 
So,  sir. 

Q.  You  have  said  having  raised  as  much  as  possible  on  "  this 
thing."  What  do  you  mean  by  "  this  thing?"  A.  Well,  for  the 
payment  —  the  Equitable  repudiated  the  loan  and  the  banking  de- 
partment then  directed  the  trust  company  to  turn  toward  the 
individuals. 

Q.  And  how  much  did  you  contribute  to  the  liquidation  of  that 
loan  ?  A.  $212,000  —  just  half  the  amount  of  mymuch  criticised 
salary. 

MR.  UNTEEMYER:  For  the  last  seven  years. 
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Q.  $212,000;  and  to  -vfhom  was  that  payment  made?  A.  I 
was  present  at  no  meetings  concerning  the  settlement  or  pay- 
ment of  this  thing,  and  I  paid  my  check  to  my  counsel,  and  that 
is  all  I  know  about  it. 

Q.  What  was  the  date  of  that  transaction?  A.  It  was  the 
end  of  June,  some  time,  I  think. 

Q.  1895. 

ME.  UNTEEMYEE:   July. 

A.  End.  of  June  or  beginning  of  July. 

Q.  Can  you  give  me  more  definitely  the  date?  A.  I  sup- 
pose it  could  be  found  on  the  books  of  the  Trust  Company. 
I  have  not  it  at  present  in  my  memory. 

ME.  imTEEMYEE:  I  think  it  was  about  the  15th  of  July. 

THE  WITNESS:  I  think  that  is  about  it,  Mr.  Hughes. 

Q.  Was  it  at  the  time  when  the  loan  was  discharged?  A. 
Yes,  sir. 

Q.  At  the  time  of  the  sale-  of  certain  stock  interest  in  the 
Equitable  to  Mr.  Eyan,  was  there  any  agreement  made  for  the 
disposition  of  this  loan?  A.  No,  sir;  the  Equitable  repudiated 
the 

BY  ME.  UNTEEMYEE: 

Q.  That  was  after  the  sale  to  Eyan  ?  A.  This  was  after  the 
sale  to  Eyan,  you  see,  Mr.  Hughes. 

BY  ME.  HUGHES: 

Q.  That  is  what  I  want  to  have  brought  out,  whatever  the 
fact  is?  A.  This  was  after  the  sale  —  the  sale  to  Mr.  Eyan 
was  the  beginning  of  June  or  middle  of  June,  and  this  was 
about  a  month  later. 

Q.  At  the  time  of  the  sale  to  Eyan  was  anything  said  what- 
ever with  regard  to  the  liquidation  of  the  loan?    A.  No   sir. 

Q.  Was  the  matter  of  the  liquidation  of  this  J.  W.  Alexander 
No.  3  account  at  all  in  contemplation  at  that  time,  so  far  as 
you  know?  A.  No,  sir;  Mr.  Eyan  had  no  more  connection 
with  it  than  the  man  in  the  moon. 
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Q.  Is  it  the  fact  that  the  interest  which  had  been  charged 
upon  this  loan  by  the  Mercantile  Trust  Company  was  thrown 
ofE  in  that  settlement?  A.  That  I  don't  know.  That  is  a  trust 
r'oi!:;'.  ny  matter. 

Q.  You  are  still  vice-president  of  the  trust  company,  are  you 
not?     A.  Yes,  sir. 

Q.  And  do  you  know  whether  that  interest  amounted  to 
$84,800?  A.  I  don't  know.  That  can  be  found  out  from  the 
irust  company.     It  must  be  a  matter  of  record  on  their  books. 

Q.   You  know  nothing  about  that  matter  now  ?    A.  No,  sir. 

Q.  Did  you  acquire  any  part  of  the  moneys  which  you  used 
in  the  reduction  of  the  loan  or  were  you  reimbursed  through 
the  sale  of  any  stock  interest  in  the  Equitable?  A.  No.  I  paid 
that  specified  amount  of  money  and  got  nothing  out  of  it. 

Q.  There  was  certain  stock  which  you  said  a  moment  ago 
had  been  acquired  according  to  your  information?    A.  Yes. 

Q.  Through  the  use  of  moneys  that  had  been  drawn  from 
this  account  ?     A.  Yes,  sir. 

Q.  What  disposition  was  made  of  that  stock?  A.  I  don't 
know,  but  I  believe  Mr.  Ryan  purchased  the  stock. 

Q.  And  did  the  proceeds  of  the  sale  of  that  stock  go  to 
the  reduction  of  this  or  not?  A.  I  believe  so,  but  I  don't  know 
about  the  management.  I  don't  know  much  about  that  settle- 
ment.    I  know  I  paid  so  much,  and  that  was  all  I  know  about  it. 

MR.  UNTERMYER:    We  can  give  you  the  figures  on  that. 

Q.  Now,  is  it  correct  to  say  that  the  stock  which  has  been 
paid  for  by  this  account  or  through  the  moneys  charged  to  this 
account  was  sold  for  about  $212,500?  A.  I  am  not  able  to 
answer  that  absolutely. 

Q.  Is  that  figure  right? 

MR.  UNTERMYER:    Yes,  sir. 

A.  If  Mr.  Untermyer  says  it  is  right,  it  is  right. 

Q.  And  the  stock  having  been  originally  acquired  through 
(he  moneys  that  were  charged  to  this  account,  the  proceeds 
v,-ent  to  reimburse  those  who  liquidated  the  account,  according 
to  your  understanding?     A.  I  think  so,  yes,  sir. 

Q.  Then  in  addition  to  that  $212,000  there  was  $212,000 
paid  by  you?    A.  I  paid  $212,000. 
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Q.  And  the  balance  of  the  $607,645.70,  according  to  your 
understanding  was  paid  by  Mr.  Alexander  ? 

MK.  mSFTERMYEE:  I  don't  know  that  is  the  right  bal- 
ance —  whatever  balance  was  paid  was  paid  by  Mr.  Alexander. 

Q.  The  remainder  of  the  balance  of  account  less  interest? 

ME.  UE"TEEMYEE,:  _We  don't  know  as  to  the  amount  of  it. 

THE  WITNESS:  The  balance  was  paid;  I  don't  know  as 
to  the  amount,  Mr.  Hughes. 

Q,  In  other  words  you  know  that  the  proceeds  of  that  stock 
were  $212,500,  and  that  you  paid  $212,000?  A.  And  that  the 
others  paid  the  balance. 

BY  ME.  UNTEEMYEE: 

Q.  The  Equitable  Society  paid  nothing? 
THE  WITNESS:    Yes. 
BY  ME.  HUGHES: 

Q.  The  Equitable  paid  nothing.  Were  payments  made  in 
connection  with  the  account  or  otherwise  on  behalf  of  the  Equita- 
ble to  prevent  certain  legislation  either  in  the  employment  of 
counsel  or  in  any  other  way  ?     A.   Not  to  my  knowledge. 

Q.  Did  you  ever  consult  with  Mr.  Jordan  in  regard  to  such 
matters?     A.   No,  sir. 

Q.  What  interest  had  the  Equitable  Life  Assurance  Society 
in  Suffolk  County?     A.    Absolutely  none. 

Q.  What  interest  had  you  in  Suffolk  County  ?  A.  Absolutely 
none. 

Q.  What  interest  had  the  Equitable  Life  Assurance  Society 
in  Islip  ?     A.  None. 

Q.  What  interest  had  you  ?     A.   None. 

Q.  How  do  you  account  for  it  that  Mr.  Jordan  instructs  Mr. 
Fields,  the  legislative  generalissimo,  that  he  has  to  look  after  the 
legislation  pertaining  to  Suffolk  County  ?  A.  I  have  had  a  place 
which  I  have  since  sold  in  Suffolk  County,  but  I  have  never  gotten 
any  personal  benefit  out  of  it  or  had  any  personal  interest,  or 
had  any  conversation  with  anybody  about  it  or  directed  anything 
in  connection  with  it. 
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Q.  That  is  not  my  point  You  did  have  a  place  in  Suffolk 
County  1      A.    Yes. 

Q.  Was  it  your  interests  there  that  Mr.  Jordan  was  seeking 
to  protect  ?     A.  No,  sir. 

Q.  In  regard  to  legislation?      A.    No,  sir. 

Q.  Did  you  ever  have  any  interview  with  him  about  it?  A. 
No,  sir. 

BY  ME.  UNTEEMYER: 

Q.  Were  you  interested  in  any  legislation  affecting  Suffolk 
County  ? 

THE  WITNESS:  Mr.  Hughes— I  was  interested  in  a  very 
general  way  in  the  preservation  of  the  water  rights  in  Suffolk 
County  for  the  benefit  of  the  support  of  fishing  down  there.  That 
is  my  only  interest  in  the  matter.  Personally,  I  am  not  a  fisher- 
man and  I  have  no  fishing  on  my  place. 

Q.  As  the  owner  of  that  place  at  Islip  had  you  any  interest 
in  legislation  at  all  ?     A.   No. 

BY  ME.  HUGHES: 

Q.  Now,  it  appears  that  Mr.  Jordan  instructed  Mr.  Fields  with 
regard  to  all  legislation  affecting  Suffolk  County  including  that 
in  the  numerous  matters  in  which  he  was  to  be  interested.  Wat 
was  the  cause  of  that  instruction  so  far  as  you  know  ?  A.  I  don't 
know,  sir. 

Q.  Did  you  know  that  Mr.  Jordan  was  giving  any  instructions 
to  Mr.  Fields  ?     A.   No,  sir. 

Q.  Or  sending  him  any  memoranda  ?     A.   No,  sir. 

Q.  Did  you  ever  hear  of  Mr.  Fields?      A.    Yes. 

Q.  What  did  you  think  Mr.  Fields  was  doing  ?  A.  The  news- 
papers have  lately  been  pretty  enlightening  on  that  subject. 

Q.  I  am  now  referring  to  an  earlier  period  before  the  news- 
papers were  enlightening?  A.  I  have  seen  Fields  once.  I 
telephoned  to  the  Mutual  Life  about  the  possibility  or  prob- 
ability in  the  Equitable  warfare  of  the  charter  being  repealed 
by  the  Legislature,  and  he  was  sent  over  and  expressed  the 
opinion  to  me  that  the  charter  would  not  be  repealed.  That  is 
all  I  have  even  seen  of  Mr.  Fields,  and  that  is  all  I  know  of  him. 

Q.  Mr.  Fields  was  at  the  head  of  the  supply  department  of  the 
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Mutual  Life.     How  did  you  happen  to  stnd  for  him  ?     A.  I  did 
not  send  for  him ;  he  was  sent  to  me. 

Q.  Pardon  me.  It  appears  here  is  a  bill  introduced,  for  ex- 
ample, in  the  Assembly  No.  290,  January  17,  1902,  an  act  ceding 
to  the  town  of  Islip,  Suffolk  County,  the  interests  of  the  State 
in  certain  lands  under  water,  providing  that  the  title  and  interest 
of  the  people  of  the  State  of  New  York  to  any  lands  under  the 
water  of  the  Great  South  Bay  lying  within  the  boundaries  of 
the  town  of  Islip  in  the  county  of  Suffolk,  are  hereby  ceded  and 
granted  to  the  town.  It  appears  that  Mr.  Fields  was  instructed 
to  vigorously  oppose  that  ?     A.  Can  I  interrupt  ? 

Q.  Eor  what  reason  ?  A.  I  do  not  live  in  the  town  of  Islip.  I 
do  live  in  the  town  of  Bayshore.     There  was  no  interest  for  mn. 

Q.  What  was  the  reason  for  Mr.  Jordan's  instructions,  that 
that  cession  to  the  town  of  Islip  should  be  opposed  ?  A.  I  don't 
know. 

Q.  Did  you  ever  hear  of  it  ?     A.  ISTo,  sir. 

Q.  Had  Mr.  Jordan  any  interest  in  Suffolk  County?  A.  I 
don't  know. 

Q.  What  interest  had  the  Equitable  Life  Assurance  Society  in 
places  of  amusement  ?     A.  3^one. 

Q.  Why  should  the  Equitable  Life  Assurance  Society  be  inter- 
ested in  legislation  affecting  places  of  amusement?  A.  I  don't 
know. 

Q.  Do  you  know  why  Mr.  Jordan  should  have  instructed  Mr. 
Fields  to  look  out  for  such  legislation  ?  A.  I  have  no  idea,  Mr. 
Hughes. 

Q.  Did  you  have  any  relation  to  your  interest  in  the  Metropoli- 
tan Opera  House  ?     A.  Not  to  my  knowledge. 

Q.  You  think  that  was  born  of  Mr.  Jordan's  imagination  with- 
out any  interview  wdth  you  on  the  subject?  A.  I  never  have 
had  any  interview  with  Mr.  Jordan  on  that  subject. 

Q.  Apart  from  the  one  case  which  you  have  mentioned,  did 
you  ever  have  any  interview  with  any  person  with  reference  to 
legislation  in  any  State  of  this  country  ?     A.   No    sir. 

Q.  Did  you  ever  have  any  interviews  with  regard  to  legislation 
abroad  ?     A.  With  legislators  —  no,  sir. 

Q.  Did  you  look  after  matters  of  legislation  abroad  ?  A.  Yes 
sir. 

Q.  What  did  you  do  with  reference  to  that  ?  A.  I  endeavored 
to  interest  in  behalf  of  the  American  companies  prominent  per- 
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sons  connected  with  the  press,  and  people  who  were  influential 
in  moulding  public  opinion,  and  we  indulged  in  a  press  campaign 
on  that  subject  in  connection  with  the  Mutual  Life,  but  I  never 
directed  any  sums  of  money  to  be  paid  to  any  legislators,  nor 
have  I  discussed  the  matter  with  any  legislative  agent  or  with  any 
legislator. 

BY  MK.  UNTERMTEE: 

Q.  This  was  abroad  you  mean  ?  A.  This  was  abroad.  I  thint 
^ou  will  find  I  have  testified  on  that  before  Mr.  Hendricks,  and 
if  you  would  like  a  report  on  the  French  legislative  situation,  I 
have  got  one  I  can  hand  in. 

BY  ME.  HUGHES: 

Q.  If  it  is  in  compact  form  I  should  like  to  have  it  A.  Yes, 
sir,  I  think  you  will  find  it  perhaps  useful. 

Q.  I  find  in  the  testimony  before  Superintendent  Hendricks 
the  statement A.  Could  you  give  me  the  page  ? 

Q.  1888  and  1889,  referring  to  the  French  delegates  to  the 
American  Actuaries  Congress,  "  we  devoted  a  great  deal  of  time 
to  entertaining  those  people,  and  then  we  engaged  in  a  press 
campaign  there  which  undoubtedly  had  a  great  deal  of  effect 
in  the  modification  made  to  the  proposed  law  submitted  to  the 
Committee  of  the  Chamber  of  Deputies  which,  however,  passed 
the  law  after  some  amendments.  After  this  law  went  before  the 
Senate  it  was  arranged  that  the  Equitable  should  be  given  a 
hearing  before  the  Senatorial  Commission;  in  order  to  make  this 
hearing  more  effective  it  was  arranged  to  have  it  requested  by  the 
United  States  Government  through  the  American  Ambassador 
in  Paris."  How  was  that  arranged?  A.  That  was  arranged,  I 
think,  Mr.  Hughes,  through  Mr.  George  T.  Wilson  or  the 
Mutual  Life  sending  some  one  to  Washington  to  the  State 
Department  personally.  I  had  nothing  to  do  with  it.  I  knew  of 
it,  but  had  nothing  to  do  with  it. 

Q.  Any  of  the  directors  of  your  company  have  anything  to  do 
with  it?  A.  l^ot  to  my  knowledge.  I  think  that  was  an  out  and 
out  open  business  transaction  taken  up  by  the  representative  of 
the  Mutual  or  the  Equitable  with  the  State  Department,  which,  I 
understand,  is  customary  under  those  circumstances,  but  I  think 
TVtr.  George  T.  Wilson,  who  has  charge  of  our  foreign  business, 
can  give  you  some  more  details  on  that. 
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Q.  Were  any  moneys  expended  in  connection  with  those  mat- 
ters of  French  legislation,  and  if  so  to  what  extent?  A.  I  think 
there  were  several  thousand  dollars  spent  on  a  newspaper  cam- 
paign, cultivating  public  opinion  over  there.  I  have  not  the 
figures  at  present  in  niy  mind,  but,  as  I  say,  Mr.  "Wilson  couU, 
1  think,  give  you  full  details  on  that. 

Q.  Do  you  know  how  those  moneys  were  obtained,  that  is,  how 
they  were  treated  in  the  account?  A.  You  mean  from  a  book- 
keeping point  of  view? 

Q.  Yes.    A.  I  do  not  know,  sir. 

Q.  Did  they  have  anything  to  do  with  the  Alexander  and 
Jordan  account?     A.  ISTo,  sir,  I  don't  think  so;  I  don't  know. 

Q.  At  the  time  that  you  made  this  payment  toward  the  settle- 
ment of  the  Alexander  and  Jordan  account  did  you  make  any 
inquiry  to  ascertain  to  what  extent  the  Equitable  money  had  gone 
into  that  account?     A.  No,  sir. 

Q.  To  what  extent  the  moneys  had  been  used  for  Equitable 
purposes?  A.  ISTo,  sir;  I  know  nothing  about  the  details  of 
that  account. 

Q.  Did  you  make  then  any  inquiry  as  to  the  manner  in  which 
the  account  had  been  handled?     A.  No,  sir. 

Q.  Or  the  way  in  which  the  Mercantile  Trust  Company  had 
come  to  make  loans  to  Messrs  Alexander  and  Jordan  or  in  their 
names  ?     A.  No,  sir. 

'  Q.  Do  you  know  now  whether  it  is  the  fact  that  a  very  large, 
if  not  the  larger,  part  of  that  money  borrowed  from  the  Mer- 
cantile Trust  Company,  went  to  the  Equitable  to  make  good 
cash  items  taken  from  the  cashier  by  Mr.  Jordan?  A.  No,  I 
know  nothing  about  that. 

Q.  Do  you  know  where  Mr.  Jordan  is?     A.  No,  sir. 

Q.  Have  you  had  any  communication  with  him?  A.  No,  sir; 
not  even  the  enterprising  American  newspaper  seems  to  know 
Avhere  he  is.  Excuse  me,  can  I  hand  in  the  paper  on  the  Erench 
legislation  as  an  exhibit — excuse  my  interrupting. 

(Witness  produces  paper.) 
ME.  HITCHES:  Certainly. 
BY  ME.  UNTEEMYEE: 

Q.  What  is  that — statement  of  legislation?     A.  Yes. 
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MR.  HUGHES :  I  think  I  will  offer  that  in  evidence,  and  read 
it. 

(Paper  marked  Exhibit  No.  359.) 

THE  WITNESS :  That  was  made  some  months  ago. 

Q.  Has  there  been  any  change  in  the  situation  since  that  mem- 
orandum was  prepared,  so  far  as  you  know?  A.  I  don't  think 
so.  Since  my  resignation  from  the  Equitable  I  have  not  specially 
occupied  myself  with  it,  but  I  don't  think  so. 

Q.  We  have  taken  up  one  or  two  syndicates  in  connection  vnth 
the  matters  of  these  accounts  to  which  your  attention  has  been 
called.  I  should  now  like  to  take  up  the  matter  of  syndicate  par- 
ticipation more  generally.  There  appears  to  have  been  a  number 
of  these  participations  before  you  became  connected  with  the  com- 
pany?    A.  Yes,  sir. 

Q.  The  first  one  that  I  note  at  a  date  subsequent  to  your  con-- 
nection  with  the  company,  and  I  follow  now  not  the  chronological 
order,  but  the  order  in  which  the.  memoranda  have  been  prepared 
by  the  company,  which  is  more  convenient  to  follow,  as  it  has  been 
used  previously  in  the  examination.  IsTumber  5,  New  York  Cen- 
tral &  Hudson  River  refunding  syndicate,  managers  J.  P.  Morgan 
&  Co.  The  evidence  is  that  the  Society  received  a  direct  par- 
ticipation from  the  managers  of  two  millions  of  dollars,  paid  on 
December  15,  1902,  at  par.  Were  you  a  participator  in  that  syn- 
dicate"? A.  I  cannot  answer  from  memory.  I  have  got  a  state- 
ment on  that  subject. 

Q.  Have  you  a  statement  here  showing  your  participation  ?  A. 
Have  you  got  that  statement,  Mr.  Untenneyer?  I  do  not  want 
to  state  what  I  am  not  sure  of, 

Q.  Quite  right  ?  A.  I  do  not  think  I  was  in  that.  What  was 
the  date  of  that  syndicate,  Mr.  Hughes  —  was  that  an  old  syndi- 
cate? 

Q.  I  should  judge  from  the  memorandum  that  the  date  is  De- 
cember 15,  1902.  It  is  New  York  Central  &  Hudson  River  re- 
funding syndicate,  managers  J.  P.  Morgan  &  Company  ?  A.  No, 
sir,  I  don't  think  I  was  in  that,  on  looking  through  my  records. 
I  had  nothing  to  do  with  that. 

Q.  The  next  I  will  call  your  attention  to,  is  No.  10  Southern 
Pacific  41/2  Gold  Bond  syndicate,  managers,  Squire  &  Company. 
The  evidence  is  that  the  Equitable  Society  received  frora  George 
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H.  Squire  and  associates  as  participation  of  $250,000  ?  A.  I  was 
not  in  tliat  syndicate,  Mr.  Hughes. 

Q.  You  were  not  in  it  either  directly  or  as  one  of  the  associates 
of  George  H.  Squire  ?    A.  No,  sir. 

Q.  The  next  is  ISTo.  11  Pennsylvania  Coal  purchase  syndicate, 
managers,  J.  P.  Morgan  &  Company?  A.  The  evidence  is  that 
the  Equitable  Society  received  a  participation  of  $750,000  from 
Genera]  Pitzgerald  and  others.  Were  you  connected  with  that 
syndicate  ?  A.  Is  that  headed  Fitzgerald  and  associates  or  Squire 
and  associates,  Mr.  Hughes. 

Q.  Fitzgerald  and  others?     A.  No,  sir. 

Q.  It  is  the  Pennsylvania  Coal  purchase  syndicate?  A.  No, 
sir,  I  was  not  in  that. 

BY  MR  UNTERMYER: 

Q.  You  are  speaking  entirely  from  records?  A.  Yes,  I  am 
speaking  from  records. 

BY  MR  HUGHES : 

Q.  Your  recollection  is  supplemented  by  the  memoranda  you 
have  prepared?  A.  I  have  prepared  a  list  of  the  syndicates  I 
was  in.    It  is  impossible  to  remember  all  these  things. 

Q.  Then  when  you  say  you  were  not  in  that  you  mean  not 
by  direct  allotment  or  as  one  of  those  whom  General  Fitzgerald 
represented?  A.  No,  sir,  neither  directly  nor  indirectly;  in 
other  words  I  had  no  participation  in  it. 

Q.  No.  12,  Union  Pacific  convertible  bond  syndicate;  the 
evidence  is  that  the  Mercantile  Trust  Company  received  a  par- 
ticipation of  five  million  and  allotted  to  the  Society  $500,000? 
A.  No,  sir,  I  was  not  in  that. 

Q.  Directly  or  indirectly?  A.  When  I  say  I  was  not  in  it  I 
was  not  in  it  in  any  way,  shape,  form  or  manner. 

Q.  The  next  is  No.  13,  Railroad  Securities  Company,  31/2  bond 
syndicate,  managers,  Kuhn,  Loeb  &  Company,  and  the  Equitable 
Society  received  a  participation  of  $500,000  direct  ?  A.  No,  sir 
I  had  no  connection  with  that. 

Q.  The  next  is  Rio  Grande  &  Western  first  consolidated  4, 
syndicate  managers,  Kuhn,  Loeb  &  Company,  the  Equitable  re- 
ceived a  direct  participation  of  $250,000.  Were  you  in  that?  A. 
No,  sir. 

Q.  M.T.  Untemiyer  suggests  that  it  should  appear  that  you  have 
no  record  and  no  recollection  of  it  ?    A.  All  rjp-ht  sir. 
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Q.  Fearing  I  suppose  that  possibly  something  might  be  over- 
looked. You  are  stating  the  best  of  your  recollection?  A.  The 
best  of  my  recollection. 

Q.  The  result  of  your  examination  of  your  records  ?  A.  Yes, 
sir. 

Q.  We  will  understand  that.  The  next  is  the  Preferred  Toledo 
Syndicate,  managers,  Louis  Fitzgerald,  George  J.  Gould,  Joseph 
Ramsay,  Jr.,  Myron  Herrick  and  A.  W.  Kirk,  secretary,  1901  ? 
A.  No,  sir,  no  connection. 

ME.  UNTERMYER:  I  think  you  will  find  in  that  you  did. 

THE  WITNESS :  Oh,  yes,  sir,  you  are  right,  yes,  sir.  I  was 
in  that. 

BY  MR.  HUGHES: 

Q.  What  was  your  participation  in  that?  A.  I  don't  know, 
sir,  but  I  have  a  statement  of  my  loss,  which  is  $8,631.83. 

Q.  Did  you  become  associated  with  General  Fitzgerald  in  con- 
nection with  that  syndicate?  A.  Is  that  down  on  your  memor- 
anda? I  am  not  trying  to  fence  with  you,  but  is  that  down  on 
your  memoranda  as  Fitzgerald  and  associate  syndicate  ? 

Q.  It  is  down  on  the  memorandum  furnished  by  the  Society  as 
follows :  Pittsburg,  Toledo  syndicate,  managers,  Louis  Fitzgerald, 
George  J.  Gould,  Joseph  Ramsay,  Jr.,  Myron  Herrick  and  A.  W. 
Kirk,  secretary. 

MR.  TJNTERMYER :     To  whom  was  the  allotment  ? 

]MR.  HUGHES :  I  have  a  statement  the  Mercantile  Trust  Com- 
pany subscribed  participation  of  $2,900,000,  and  the  Equitable 
received  from  the  Mercantile  a  participation  of  $450,000  ? 

THE  WITNESS :  Then  I  presume  I  went  in  on  the  invitation 
of  General  Fitzgerald  and  the  Mercantile  Trust  Company. 

Q.  Were  you  associated  with  General  Fitzgerald  as  syndicate 
manager  ?  A.  No,  sir.  You  have  just  read  I  think  the  syndicate 
managers. 

Q.  I  have  read  a  memorandum  furnished  me.  Now  I  am  test- 
ing you.  Did  you  receive  any  part  of  the  compensation  which  was 
given  to  the  syndicate  managers?    A.  No,  sir. 

Q.  In  that  matter?    A.  No,  sir. 
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Q.  Do  you  know  what  tKe  compensation  was?    A.  No,  sir. 

Q.  Do  you  know  what  General  Fitzgerald  received  as  compen- 
sation?   A.  No,  sir,  I  have  no  way  of  knowing,  Mr.  Hughes. 

Q.  Is  this  also  known  as  the  Wabash  Terminal  syndicate  ?  A. 
I  don't  think  so;  I  don't  think  so,  Mr.  Hughes.  There  are  several 
syndicates  there  with  almost  similar  names. 

Q.  Were  you  ever  associated  with  any  other  syndicate  in  which 
General  Fitzgerald  and  Messrs.  Gould  and  Harriman  were  syndi- 
cate managers  ?  A.  That  is  a  pretty  sweeping  question  to  answer. 
Would  you  give  me  that  in  installments,  Mr.  Hughes,  and  I  will 
try  to  answer  it.    I  do  not  want  to  slip  up  on  it. 

Q.  I  had  to  ask  you  a  sweeping  question,  and  if  you  cannot 
answer  it,  that  is  unfortunate.  I  will  have  the  question  repeated 
to  you. 

(Question  read  by  stenographer.) 

A.  ISTever  with  Mr.  Harriman;  that  answers  that  part  of  the 
question.  And  I  think  one  other  syndicate  in  which  General  Fitz- 
gerald and  Mr.  Gould  were  syndicate  managers. 

Q.  What  was  that  syndicate?  A.  It  was  one  of  the  syndicates 
for  the  eastern  expansion  of  Mr.  Gould's  railroad  system.  From 
memory,  I  cannot  tell  you  what  one  it  was. 

Q.  Did  the  Equitable  have  an  allotment?  A.  I  don't  remem- 
ber. 

Q.  Did  the  Equitable  purchase  any  of  the  securities  that  were 
floated  by  the  syndicate?  A.  I  don't  think  so.  I  don't  remem- 
ber. 

Q.  What  was  the  name  of  the  securities,  how  were  they  desig- 
nated?   A.  That  is  what  I  have  not  got 

MR.  tJNTEEMYEE:  Is  hot  that  the  Western  Maryland  on 
your  list  there? 

THE  WITNESS:  I  think  it  is  the  Western  Maryland,  but  I 
am  not  sure. 

Q.  You  are  now  referring  to  the  syndicate  in  which  the  Equit- 
able Society  had  a  participation  of  two  millions,  receiving  one 
million  direct  from  the  syndicate  and  one  million  from  James  H. 
Hyde  and  associates,  and  of  which  syndicate  Vermilye  &  Company 
and  George  P.  Butler  &  Company  were  the  syndicate  managers? 
A.  That  was  the  Western  Maryland  ? 

Q.  Yes.  That  is  not  the  one  you  were  referring  to  a  moment 
ago?    A.  No.    I  am  trying  to  recollect  in  which  one  I  was  syndi- 
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cate  manager.  I  was  a  syndicate  manager  in  one  of  the  syndicates 
for  'Mv.  Gould's  eastern  expansion,  I  am  trying  to  recall  what  it 
was;  I  was  endeavoring  to  refresh  my  memory,  but  offhand  I  can- 
not state. 

Q.  Was  Mr.  Gould  also  a  syndicate  manager?  A.  I  think  so. 
I  became  a  syndicate  manager  very  shortly — ^after  the  syndicate 
was  almost  terminated,  but  very  shortly  before  its  termination,  so 
I  am  not  very  familiar  with  the  details. 

Q.  Did  you  become  a  syndicate  manager  at  the  same  time  that 
General  Fitzgerald  became  one?  A.  I  am  not  sure  that  General 
Fitzgerald  was  a  syndicate  manager  in  this  syndicate,  because  Gen- 
eral Fitzgerald,  I  think,  by  that  time  had  retired. 

Q.  Have  you  any  data  before  you  which  you  can  give  me  upon 
that  particular  matter?  A.  l^o,  sir.  I  have  a  statement  here  of, 
for  instance,  James  H.  Hyde  and  associates  syndicates,  in  which 
James  H.  Hyde  made  losses  and  profits. 

Q.  But  that  does  not  refresh  your  memory  as  to  this  syndicate 
in  which  you  were  a  manager?  A.  No,  sir.  Of  course,  that  is  a 
matter  of  record  and  can  be  ascertained. 

Q.  You  may  be  able  during  the  recess — ^we  will  adjourn  very 
shortly — to  get  some  information  in  regard  to  that.  Is  that  a 
case  where  the  syndicate  managers  received  $160,000  each  for 
their  services  ?  A.  I  do  not  think  that  was  the  case  in  this  oiie, 
unfortunately  for  me. 

Q.  The  mention  of  that  amount  does  not  refresh  your  memory 
in  any  way?     A.  No,  sir. 

Q.  In  the  Pittsburg-Toledo  syndicate  what  was  your  participa- 
tion? A.  I  have  got  my  loss,  but  I  have  not  got  the  amount  of 
my  participation.     It  was  not  a  large  one. 

Q.  What  did  you  say  was  the  amount  of  your  losses?  A. 
$8,631.33. 

Q.  In  that  case,  as  I  am  informed,  the  Equitable  Society  took 
the  securities,  withdrew  the  secxirities  and  still  holds  them.  Do 
you  know  whether  that  is  the  fact?  A.  I  don't  know,  sir.  I 
don't  think  so.     I  don't  remember  anything  about  it. 

Q.  It  would  appear  that  the  Equitable  Society  took  a  partici- 
pation of  $450,000  and  made  payment  of  the  same  amount  and 
that  on  October  5,  1904,  the  Equitable  received  in  settlement  a 
pro  rata  proportion  in  new  securities.  Are  you  familiar  with  that 
transaction?     A.  In  a  very  vague  way. 

Q.  Do  you  know  what  loss,  if  any  has  been  sustained  by  the 
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Equitable  ?  A.  I  was  not  aware  that  the  Equitable  ha;d  sustained 
a  loss. 

Q.  And  is  the  reason  for  that,  that  they  still  hold  the  securities? 
A.  I  don't  know,  sir.  I  should  think  that  that  could  be  ascer- 
tain-d  upon  inquiry  from  the  finance  department. 

Q.  The  next  syndicate  is  Ifo.  17,  Chicago,  Burlington  &  Quincy 
purchase  syndicate,  managers  J.  P.  Morgan  &  Company.  The 
Society  received  a  participation  of  $500,000  direct  from  the  man- 
agers.    Were  you  in  that  syndicate  ?     A.  Yes,  sir. 

Q.  To  what  extent?  A.  T  think  I  have  a  statement  of  that. 
I  made  a  profit  on  that  of  $1,545.83. 

MR.  UjSrTERMYER:  I  have  the  statement  here  as  to  that. 
That  was  the  Squire's  and  associate  syndicate,  was  it  not  ? 

THE  WITNESS:  Yes,  sir;  I  have  a  statement  on  that  subject. 
I  had  $100,000  participation. 

MR.  UNTERMYEE:  Perhaps  you  will  let  him  read  that 
statement  ? 

Q.  Yes,  you  can  read  a  statement  if  you  have  one  which  states 
the  entire  transaction.  A.  C,  B.  &  Q.  Syndicate.  At  a  meeting 
of  the  Executive  Committee  held  April  19,  1901,  at  which  Mr. 
Hyde  was  not  present,  it  was  resolved  that  the  Society  subscribe 
to  the  C.  B.  &  Q.  Syndicate. 

On  May  1,  1901,  Messrs.  J.  P.  Morgan  &  Co.,  wrote,  allot- 
ting $1,500,000  of  underwriting  to  the  Society.  Mr.  Squire  i-e- 
plied  to  Mr.  Morgan  &  Co.,  acknowledging  receipt  of  the  allot- 
ment "  to  this  Society  and  its  associates." 

Mr.  Squire  thereupon  made  the  allotment  as  follows: 

Mercantile  Trust $100,000 

Equitable  Life 500,000 

Am.  Deposit  &  Loan  Co 50,000 

James  W.  Alexander 100,000 

General  Eitzgerald 100,000 

James  H.  Hyde 100,000 

C.  M.  Depew 100,000 

W.  A.  Wheelock 100,000 

M.  Hartley 100,000 

G.  H.  Squire  &  associates 200,000 

Fidelity  Trust  Co 50,000 


Total         $1,500,000 
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I  have  recently  learned  that  there  ^Aerc  two  payments  made 
on  this  syndicate  to  Morgan,  one  on  May  15,  1901,  of  $150,000; 
the  other  of  July  20,  1901,  of  $187,000.  Both  payments  I  un- 
derstand were  made  by  the  Society. 

1  am  told  that  the  amount  was  suhseqiiently  returned  and  the 
syndicate  closed  July  1,  1902. 

The  other  syndicate  participants  appear  on  August,  1,  1901, 
to  have  paid  to  the  Society,  $13,812.50,  hut  I  do  not  imderstand 
for  Vvfhat  this  payment  was  made  unless  it  he  for  interest.  I 
liave  no  personal  knowledge  of  the  transaction.  Shall  I  hand 
that  in  as  evidence? 

Q.  It  has  been  read,  so  it  is  hardly  necessaiy  to  repeat  it 
as  an  exhibit,  but  the  stenographer  may  take  it  to  correct  the 
record.  In  your  statement  you  say  that  Mr.  Squire  made  the 
allotment  as  follows.  How  could  Mr.  Squire  make  an  allotment 
of  a  participation  awarded  to  the  Society  directly  by  tljje  syndicate 
managers? 

Mil.  UNTEEMYEE:  You  have  read  that  Mr.  Squire  replied. 
It  was  Mr.  Squire  and  associates.  A.  Mr.  Squire  replied  to 
Morgan  &  Company  acknowledging  the  receipt  of  this  allotment 
to  the  Society  and  its  associates. 

Q.  Yes,  that  was  Mr.  Squire's  reply,  but  previously  it  appears 
that  J.  P.  Morgan  &  Company  wrote  allotting  $1,500,000  to  the 
Society?  A.  Because  there  was  a  general  understanding  down- 
town that  those  syndicate  allotments — I  presume  this  is  so,  I  was 
not  present  at  the  meeting  so  I  don't  know 

Q.  A¥hat  was  the  general  understanding  do^vntown?  A.  That 
a  syndicate  participaition  of  this  kind  was  intended  for  the  indi- 
viduals as  well  as  for  the  Society.  I  presume  that  is  the  reason 
he  did  it. 

Q.  Why  was  there  such  an  understanding?  A.  I  don't  know 
sir,  I  had  nothing  to  do  with  it. 

Q.  Why  should  the  individual  officers  connected  with  the 
E(}uitable  have  any  participation  when  the  Equitable  was  able 
and  willing  to  take  the  entire  allotment?  A.  It  might  be  a  ques- 
tion whether  it  was  good  business  for  the  Equitable  to  take  the 
cn';ire  allotment.  Often  individuals  would  run  a  risk  which  the 
Society  might  not  care  to.  It  might  be  an  industrial  enterprise, 
it  might  be  an  enterprise  in  process  of  construction  or  a  con- 
•^truction  enterprise 
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Q.  Let  us  take  this  particular  one,  the  C.  B.  &  Q.  Do  you 
kno'.v  any  reason  why  the  Equitable  should  not  have  been  williuff 
to  take  the  entire  allotment  of  $1,500,000  offered  by  J.  P. 
Mori^an  &  Company?  A.  'No,  sir,  but  I  was  not  present  at  the 
meeting  and  had  nothing  to  do  with  it. 

Q.  But  from  your  general  experience  of  such  matters,  yon 
d'in't  know  any  reason  why  the  Equitable  should  not  have  taken 
the  entire  allotment?  A.  The  C.  B.  &  Q.  was  one  of  the  good 
railroads. 

Q.  Yes.  A.  And  the  Equitable  invested  a  very  much  larger 
amount  than  $1,500,000,  later  in  those  very  securities.  And 
there  probably  was  some  good  reason  at  that  time.  It  may  have 
been  because  of  the  state  of  the  market  at  that  time.  It  may 
ha's'o.  related  to  the  amount  of  money  we  had  on  hand  and  as  to 
the  future  use  we  wanted  to  make  of  our  money.  There  are  a 
thous.ind  reasons  which  might  have  prevailed  which  do  not  seem 
very  apparent  or  strong  now. 

Q.  The  only  limit  to  the  reasons  of  course  would  be  the  limit 
to  your  imagination  in  making  the  conjecture. 

ME.  TJ:N'TEIIMEYEII:  Is  that  a  question? 

]VrR.  HUGHES:  No. 

Q.  What  I  want  to  get  at,  is  this,  not  what  you  can  conjecture, 
but  what  from  your  knowledge  of  the  situation  actually  existed 
as  a  reason  why  that  participation  should  have  been  split  up 
and  not  have  been  taken  in  its  entirety  by  the  Equitable  ?  A.  li 
is  impossible  for  me  to  answer  that  question. 

THE  CHAIRMAlSr :  When  you  get  to  a  good  point  we  will 
adjourn. 

Q.  I  will  just  supplement  that  by  one  question.  So  far  as  you 
know  anything  about  these  securities  of  the  0.  B.  &  Q.  which 
were  floated  by  the  syndicate  managers,  and  so  far  as  you  know 
anything  about  the  condition  of  the  Equitable's  bank  account 
at  that  time  or  of  any  other  matters  pertaining  thereto,  you  do 
not  know  of  any  reason  why  they  should  not  have  kept  tiie  whole 
allotment  ?  A.  I  don't  know  the  reason,  but  I  presume  there  was 
some  good  reason. 

Q.  Well,  that  presumption  is  based  upon  your  confidence  in  the 
propriety  of  the  ofiicial  action  ?     A.   Yes,  sir. 
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THE  CHAIRMAN:  The  Committee  will  re-convene  at  2.30 
this  afternoon  and  will  take  a  recess  now  until  that  hour. 


AFTER  RECESS. 

JAMES  HYDE,  resiimed: 
BY  MR.  HUGHES: 

Q.  We  were  referring,  Mr.  Hyde,  to  the  C.  B.  &  Q.  Purchase 
Syndicate  in  which  the  Equitable  was  allotted  one  million  five 
hundred  thousand  dollars  at  first  and  the  distribution  was  made 
as  you  have  stated  by  ]\Ir.  Squire.  AVere  any  calls  made  upon  you 
for  payment  on  account  of  your  participation?  A.  Not  to  my 
recollection,  but  any  time  that  calls  were  made  upon  me  by  this 
or  any  other  syndicate  underwriting,  I  at  all  times  was  ready  to 
do  that,  and  in  addition  to  that,  I  would  like  to  add  that  had  I 
been  at  that  meeting,  I  should  have  concurred  in  Mr.  Squire's 
distribution  of  the  syndicate  underwriting,  as  it  was  an  under- 
stood thing  that  those  syndicate  underwritings  were  offered  not 
only  to  the  Equitable  but  to  individuals  connected  with  it. 

Q.  Did  you  understand  that  J.  P.  Morgan  &  Company  had 
offered  those  syndicate  underwritings  to  any  individual  connected 
with  the  Equitable?  A.  The  sanction  of  custom  and  precedent 
I  think,   sir. 

Q.  Apart  from  anything  you  supposed  to  be  the  custom  and 
precedent,  had  you  any  communication  with  ony  one  connected 
with  J.  P.  Morgan  &  Company  which  would  have  entitled  you  to 
make  that  inference  ?      A.    No,  sir. 

Q.  Did  you  know  that  the  calls  were  made  upon  the  Equi- 
table upon  the  basis  of  the  entire  allotment  of  one  million 
five  hundred  thousand  dollars,  and  that  the  Equitable  made 
those  payments,  including  the  payment  upon  your  participation  ? 
A.  No,  sir.     I  have  since  learned  that. 

Q.  Did  not  you  know  at  the  time  that  calls  were  made  by 
J.  P.  Morgan  &  Company  upon  the  various  persons  to  whom 
they  had  allotted  participations?  A.  JSTo,  sir,  but  as  I  have 
previously  stated,  I  was  at  all  times  ready 

Q.  Apart  from  your  readiness,  T  am  trying  to  get  at  what  was 
done,  what  jou  understood  as  being  done  at  the  time.     Did  you 
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know  that  the  Equitable  was  paying  calls?  A.  No,  sir,  I  have 
since  learned  it 

Q.  How  did  it  happen  you  did  not  know  of  it  at  the  time  ? 
A.  Either  I  was  absent  from  the  country  or  was  out  of  town, 
or  in  the  ordinary  manner  of  routine  it  was  turned  over  to  Squire 
as  financial  manager,  on  account  of  his,  Mr.  Squire's — on  ac- 
count of  the  Equitable  having  an  understanding  in  this  parti- 
cipation probably  as  a  matter  of  routine,  it  might  have  been 
taken  to  him  without  my  knowledge  by  a  subordinate. 

Q.  "Were  you  out  of  the  country  in  April,  1901?  A.  I  do  not 
find  my  statement.     I  think  Mr.  Untermyer  has  it. 

MR.  UNTERMYER:    Yes,  I  have  a  list  of  his  absences. 

THE  WITNESS:  If  you  will  allow  me  I  will  get  that  state- 
ment. 

Q.  Certainly.     A.  What  was  that  date,  please,  Mr.  Hughes? 

Q.  In  April,  1901  ?     A.  No,  sir,  I  was  in  this  country. 

Q.  Have  you  a  statement  of  your  absences  there  ?  A.  Yes, 
sir. 

Q.  Will  you  kindly  read  it  on  the  record  ?  A.  Yes,  or  if  you 
wish  me  to  I  can  probably  hand  in  a  copy. 

Q.  No,  you  just  read  it  on  the  record.     A: 

Europe,  1899,  July  27,  to  September  24th. 

1900,  April  19th,  to  July  26th. 

1901,  June  6th,  to  September  14th. 

1902,  April  24th,  to  September  6th. 

1903,  May  21st,  to  September  3d. 

1904,  April  14th,  to  September  24th. 
an  average  of  three  and  one-half  months. 

Q.  Then  you  were  in  the  country  in  May  as  well  as  in  April, 
1901  ?     A.  Yes,  sir. 

Q.  And  I  find  from  the  letter  which  has  been  received  in  evi- 
dence addressed  to  J.  P.  Morgan  &  Company,  syndicate  man- 
agers, to  the  Equitable  Life  Assurance  Society,  that  a  call  was 
made  for  ten  per  cent,  of  the  total  allotment  of  one  million  five 
hundred  thousand  dollars.  Were  you  aware  of  that  call  at  the 
time?     A.  No,  sir,  as  I  have  already  said,  I  was  not. 

Q.  Then,  Mr.  George  H.  Squire,  and  no  one  else  on  behalf  of 
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the  Equitable  asked  you  for  any  contribution  by  reason  of  tlic 
payment  that  was  then  called  for?  A.  Will  you  repeat  the 
question  ? 

Q.   (Question  repeated).     A.  Yes,  sir. 

MR.  inSTTERMYER:  You  mean  no,  sir. 

THE  WITNESS :    No,  sir. 

Q.  You  mean  nobody  asked  you  ?     A.  ISTo. 

Q.  When  you  took  this  part  of  the  Equitable  allotment  of 
one  hundred  thousand  dollars,  did  you  make  any  effort  to 
keep  track  of  it  to  know  what  payments  were  called  for 
and  to  contribute  your  portion  of  such  payments?  A.  That 
was  attended  to  by  a  subordinate  in  my  office.  It  was  impossible 
for  me  personally,  I  was  too  busy,  to  follow  up  all  these  details. 

Q.  What  subordinate  in  your  office  would  liave  had  authority 
to  pay  out  calls  on  one  huudred  thousand  dollars  syndicate  sub- 
scription, without  your  knowledge?  A.  None  of  them  would 
have  had  authority,  but  they  would  have  followed  up  the  details 
and  brought  it  to  my  attention,  when  it  became  necessary  is  what 
I  meant. 

Q.  Is  it  not  a  fact  that  J.  P.  Morgan  &  Company  in  connec- 
tion with  that  allotment  in  the  Equitable  dealt  with  the  Equitable 
exclusively?  A.  No,  sir,  the  very  words  of  Mr.  Squire's  letter 
in  which  he  says  the  Equitable  and  associates,  answers  that  ques- 
tion it  seems  to  me. 

Q.  But  it  does  not,  Mr.  Hyde,  seem  to  answer  it  to  me,  for  the 
reason  that  that  is  Mr.  Squire's  letter.  I  am  asking  you  whether 
J.  P.  Morgan  &  Company  ever  dealt  in  the  making  of  calls  or 
distribution  of  profits,  or  in  any  other  manner  with  any  one  else 
save  the  Equitable  Life  Assurance  Society?  A.  As  to  its  asso- 
ciates, as  specified 

Q.  Pardon  me,  did  J.  P.  Morgan  &  Company  ever  deal  in  any 
way  with  any  one  else  in  calling  for  money  or  in  distributing 
profits?  A.  Their  calls  for  money  were  directed  to  J.  H.  Hyde 
and  associates,  or  to  George  H  Squire  and  associates,  or  Louis 
Fitzgerald  and  associates. 

Q.  Now,  Mr.  Hyde,  don't  go  beyond  what  you  know  of  the 
facts.  Are  you  stating  that  of  your  knowledge?  A.  I  don't 
quite  understand  the  question. 

Q.  You  have  said  that  J.  P.  Morgan  &  Company  calls  were 
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maJ.e  on  James  H.  Hyde  and  associates  or  George  H.  Squire  and 
associates.    Is  that  so?    A.  Yes. 

Q.  In  the  case  of  the  0.,  B.  &  Q.  Syndicate?     A.  I  think  so. 

Q.  What  basis  have  you  for  thinking  so?  A.  Simply  the  facts 
as  I  remember  them.     It  may  be  wrong. 

Q.  That  is  simply  your  recollection?    A.  Yes,  sir. 

Q.  I  show  you  a  copy  of  the  letter  containing  the  first  call 
under  date  of  May  14,  190].  Addressed  by  J.  P.  Morgan  & 
Company  to  the  Equitable  Life.  (Handing  paper.)  A.  Then  my 
memory  was  wrong. 

Q.  Yes,  that  was  addressed  to  the  Equitable.  I  show  you  a  copy 
of  the  second  call  under  date  of  July  19,  1901  (handing  paper)? 
A.  Yes. 

Q.  That  was  addressed  to  the  Equitable?    A.  Yes,  sir. 

Q.  Do  you  happen  to  know  to  whom  the  profits  were  distributed 
by  J.  P.  Morgan  &  Company?     A.  No,  sir. 

Q.  Will  you  look  at  the  letter  under  date  of  July  1,  1902,  ad- 
dressed to  J.  P.  Morgan  &  Company  to  the  Equitable,  and  tell 
me  if  that  is  not  the  distribution? 

MR.  UNTERMYER:  Mr.  Hughes,  why  don^t  you  ask  him  if 
he  knows  anything  about  it? 

MR.  HUGHES:  Because  he  has  made  a  statement  that  J.  P. 
Morgan  &  Company  did  deal  to  his  recollection  with  Squire  and 
associates. 

MR.  UNTERMYER:  He  is  referring  to  the  previous  syn- 
dicate. 

THE  WITNESS:    Yes. 

Q.  So  that  in  making  the  calls  and  in  making  the  distribution 
J.  P.  Morgan  &  Company  dealt  with  the  Equitable,  accord- 
ing to  your  recollection,  as  refreshed?  A.  I  think  J.  P.  Morgan 
&  Company  knew  that  that  participation  included  >he  individuals 
also,  as  did  the  other  banking  houses  downtown. 

Q.  Now,  do  you  make  that  statement  because  of  any  inter- 
view you  ever  had  with  J.  P.  Morgan  or  anyone  connected  with 
that  firm?  A.  I  made  that  interview — I  based  my  statement 
on  what  facts  and  customs  downtown  in  those  syndicate  opera- 
tions participations  were.  I  personally  never  had  any  interview 
with  J.  P.  Morgan  &  Company  or  with  J.  P.  Morgan  &  Com- 
pany's representatives  on  that  subject. 
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Q.  Relating  to  this  particular  syndicate  you  have  nothing  what- 
ever which  enables  you  to  state  as  a  fact  that  J.  P.  Morgan  & 
Company  knew  of  the  division  of  the  Equitable's  allotment,  have 
yr-u  as  a  fact?     A.  In  black  and  white? 

Q.  In  any  way,  have  you  any  fact  in  regard  to  that  particular 
transaction  which  enables  you  to  say  that  J.  P.  Morgan  &  Com- 
pany knew  of  the  division  of  the  Equitable's  allotment?  A. 
If 

Q.  Pardon  me  please.     Answer  that  question. 

THE  CHAIEMAISr:  There  must  be  perfect  order  in  the 
audience.  There  is  a  disturbance  in  the  rear  of  the  hall.  I  wish 
the  officers  would  see  it  does  not  continue. 

Q.  (Repeated.)  A.  If  they  objected  to  its  being  divided 
among  the  individuals,  why  did  not  they  object  to  Squire's  letter 
of  associates? 

Q.  Please  do  not  argue  the  matter.  Do  you  know  of  any  par- 
ticular fact  in  that  particular  transaction  which  enables  you  to 
state  that  J.  P.  Morgan  &  Company  knew  of  the  division  of  the 
Equitable  allotment?  A.  !N"o  fact  other  than  the  custom  down- 
iown  and  that  letter  of  Mr.  Squire's,  which  seems  to  me  to  be  an 
important  fact. 

Q,  But  the  letter  of  Mr.  Squire's  was  followed  by  communi- 
cations to  the  Equitable?    A.  That  is  a  matter  of  record. 

().  Yes,  as  you  have  seen  by  the  letters  I  have  shown  you. 
iS^ow,  you  have  said  that  you  would  have  concurred  in  this  dis- 
(vibution  of  the  Equitable's  allotment  so  as  to  give  the  officers 
of  the  Equitable,  including  yourself,  a  share  of  the  participa- 
tion. Upon  what  ground  would  you  have  concurred  in  it?  A. 
The  grounds  already  stated. 

(^.  What  are  they  ?  A.  The  grounds  of  Squire's  letter  of 
as.e'.ociatcfc  and  the  custom  downtown  about  syndicate  under- 
writings  being  offered  to  individuals  as  well  as  to  the  corpora- 
tions. 

Q.  We  are  now  getting  away  from  the  matter  of  custom  down' 
town  and  Mr.  Squire's  letter,  to  inquire  into  the  basis  for  your 
concurrence  as  a  m^atter  of  judgment  in  such  a  division  of  the 
Equitable  allotment?     A.  I  have  stated  my  answer. 

Q.  Then  you  have  no  other  ground  for  such  concurrence  than 
the  usages  of  the  Street?    A.  Yes,  sir. 

Q.  That  is  all?    A.  I  have  no  other. 
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Q.  As  the  matter  of  fact  you  understood  at  the  time  did  you 
not,  that  the  division  of  the  Equitable  allotment  in  connection 
with  the  C.  B.  &  Q.  syndirate  was  for  the  purpose  of  giving 
the  officers  of  the  Equitable  profits  upon  that  transaction?  If 
they  were  willing  to  risk  their  money. 

Q.  And  what  risk  did  you  think  that  they  took  when  the 
Equitable  paid  all  the  call?  A.  I  was  not  aware  of  that  fact, 
sir,  as  an  underwriter.     I  have  lately  become  aware  of  the  fact. 

Q.  You  were  aware  of  the  fact  that  no  calls  were  made  upon 
you?  A.  It  was  impossible  for  me  to  follow  all  the  details  of 
those  matters. 

Q.  You  were  also  aware  of  the  fact  that  in  the  case  of  the 
C.  B.  &  Q.  syndicate  there  was  every  prospect  of  a  profit  be- 
ing realized?  A.  Hindsight  is  more  valuable  than  foresight, 
Mr.  Hughes. 

Q.  But  taking  your  foresight  at  that  time,  did  you  have  any 
reason  to  suppose  that  the  C.  B.  &  Q.  syndicate  would  not  be 
a  profitable  one  ?  A.  Well,  if  I  had  as  valuable  a  mathematical 
forecast  of  the  futiire  as  I  now  have  of  the  past  I  would  be 
a  good  deal  better  off. 

Q.  Bitt  in  this  case  your  forecast  and  your  hindsight  would 
have  agreed,  would  they  not  ?     A.  That  is  a  matter  of  opinion. 

Q.  In  other  words,  frankly,  Mr.  Hyde A.  I  am  trying 

to  be  frank. 

Q.  You  are  indeed,  and  I  appreciate  that.  In  the  case  of 
the  C.  B.  &  Q.  syndicate  there  was  no  exception  but  what  it 
would  be  a  profitable  venture  ?  A.  On  the  whole  of  my  syndi- 
cate I  have  lost. 

Q.  Please  answer  that  question  as  to  the  C.  B.  &  Q.  syndicate. 
A.  It  was  deemed  wise  at  that  time  to  divide  it. 

Q.  ISTever  mind  about  that.  You  anticipated  at  that  time 
it  would  be  a  profitable  venture  ?  A.  ISTo,  sir.  I  was  willing 
to  put  up  my  money  and  risked  it,  which  I  claim  and  always 
have  claimed  and  have  been  advised  by  counsel  I  had  a  right 
to  do. 

Q.  Did  you  think  it  would  be  unprofitable?  A.  I  was  will- 
ing to  stand  the  risk. 

Q.  Please  answer  my  question.  You  have  made  the  statement 
as  to  the  supposed  wisdom  and  what  you  were  willing  to  do. 
I  want  to  know  whether  at  the  time  you  took  this  part  of  the 
Equitable's    allotment   you   believed   it   would   be    a    profitable 
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venture?  A.  I  hoped  it  would,  but  I  could  not  tell  the  future. 
It  is  impossible  to  tell  the  future. 

Q.  Did  you  or  did  you  not  believe  it  would  be  a  profitable 
venture?    A.  I  did  not  know. 

Q.  Please  answer  yes  or  no.     A.  I  did  not  knoAV. 

Q.  That  is  an  answer  to  another  question,  will  you  please 
answer  the  question  I  have  asked  you?     A.  I  will  endeavor  to. 

Q.  Did  joxi  believe  at  the  time  you  took  this  part  of  the 
Equitable's  allotment  that  this  would  be  a  profitable  venture? 
A.  I  hoped  so  but  there  is  .always  a  danger  of  a  loss. 

Q.  Undoubtedly,  we  all  appreciate  the  fact  that  we  cannot  be 
exact  prophets.  A.  A  man  does  not  go  into  a  transaction  ex- 
pecting a  loss.     He  expects  to  make  a  profit. 

Q.  I  am  not  inquiring  as  to  your  hope  or  knowledge.  I  am 
inquiring  as  to  your  belief?  A.  I  hoped  it  would  be  profitable, 
yes. 

Q.  Did  you  believe  it  would  be? 

ME.  UNTERMYER:  Is  it  a  proper  question,  Mr.  Hughes? 

A.  I  have  answered  all  I  can  answer. 

Q.  ~So,  you  ha^'e  not  answered.  You  can  say  yes  or  no  to 
that  question,  whether  you  believed  it  would  be  a  profitable 
ventvire  ?     A.  I  hoped  it  wovild  be. 

Q.  That  is  not  an  answer.  Did  you  believe  it  would  be?  A. 
I  hoped  it  would.  I  had  no  means  of  knowing,  and  nobody 
guaranteed  it. 

ME.  HUGHES:  Mr.  Chairman,  will  you  direct  the  witness  to 
answer. 

THE  WITNESS:  I  am  trying  to   answer. 

ME.  UNTEEMYER:  I  submit  he  has  answered. 

THE  WITNESS:  I  have  tried  to  answer  to  the  best  of  my 
ability. 

Q.  Did  you  have  any  belief  on  the  subject.  A.  I  hoped  it 
would  be  profitable. 

THE  CHAIRMAN:     Cannot  you  answer  the  question  whether 
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you  had  any  belief  or  not  according  to  your  best  recollection? 
A.  I  had  the  hopes  it  would  be,  that  is  all.  By  belief  do  you  mean 
did  I  know  it  to  be  a  fact  or  did  anybody  come  and  tell  me  and 
guarantee  it? 

Q.  E^o,  I  am  asking  in  regard  to  your  belief,  your  confidence, 
your  expectation,  as  distinguished  from  the  mere  hope  that  any 
man  might  entertain  in  any  possible  venture?  A.  I  believed  and 
hoped  it  would  be  a  good  thing. 

Q.  Now  you  have  answered  the  question.  Now,  then,  Mr. 
Hyde,  in  view  of  the  fact  that  it  was  believed  and  hoped  that  this 
would  be  a  profitable  venture  what  reason  was  there  that  the  offi- 
cers of  the  Equitable  Life  should  take  a  part  of  the  profits  if  there 
were  such  ?     A.  There  may  be  a  great  many  reasons. 

Q.  Do  you  know  of  any  in  that  case?  A.  I  was  not  present  at 
that  particTilar  meeting. 

Q.  Do  you  from  your  knowledge  now  of  the  situation  or  from 
anything  that  you  have  learned  know  of  anything?  A.  I  don't 
remember  the  reasons  at  that  time,  but  I  have  no  doubt  there  were 
good  and  sufficient  reasons. 

Q.  Do  you  know  now  or  have  you  learned  of  any  reasons  for 
that?     A.  No,  I  suppose  there  were  good  and  sufficient  reasons. 

BY  MR  UNTEEMYER: 

Q.  You  were  not  familiar  with  the  transaction?  A.  I  was  not 
familiar  with  the  transaction,  as  I  have  testified. 

Q.  And  were  not  in  charge  of  it?  A.  And  was  not  in  charge 
of  it. 

BY  MR  HUGHES: 

Q.  Now,  it  appears  not  only  did  the  officers  who  thus  obtained 
parts  of  the  allotment  not  put  up  any  money,  but  the  Equitable 
received  a  check  for  all  the  profits,  did  you  know  that?  A.  No, 
sir. 

Q.  Don't  you  know  it  now?  A.  I  know  it  now,  yes;  you  have 
told  me. 

Q.  And  the  Equitable  itself  parceled  out  those  profits  after 
charging  the  various  participants  interest  upon  the  amounts  which 
the  Equitable  had  paid  on  their  behalf — you  know  that,  do  you 
not?     A.  I  have  since  learned  it.    I  did  not  know  it  at  the  time. 

Q.  When  those  profits  came  in  they  were  distributed  by  Mr. 
Squire?     A.  Yes,  sir. 
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Q.  Have  you  since  learned  who  it  was  that  suggested  this  divi- 
sion ^     A.  JSTo,  sir. 

Q.  Have  you  any  information  upon  that  point?  A.  I  presume 
that  Mr.  Squire  did  it  under  the  direction,  as  it  was  the  custom, 
of  the  president  of  the  Society,  and  probably  with  the  formal  or 
informal  concuiTCnce  of  the  executive  committee. 

BY  MR.  UNTERMYER: 

Q.  You  don't  know  as  to  that?  A.  I  don't  know  as  to  that; 
I  presume  that. 

BY  MR.  HUGHES: 

Q.  You  have  said  in  accordance  with  the  custom  of  the  Society. 
Was  there  any  custom  of  the  Society  to  divide  allotments  given 
to  the  Equitable  between  the  Equitable  and  its  officers?  A.  That 
custom  existed  before  I  came  downtown. 

Q.  Will  you  give  me  an  illustration  of  any  other  division  such 
as  appears  in  this  C.  B.  &  Q.  syndicate  of  that  sort,  where  the 
Equitable  gave  an  allotment — got  an  allotment  and  divided  with 
its  officers  i  A.  It  would  be  very  difficult  to  do  that  from  mem- 
ory.   It  might  be  worked  out  from  the  facts. 

Q.  It  is  difficult  to  do  it  from  the  papers,  and  I  want  to  know 
if  there  is  such  a  case  ?    A.  I  don't  know,  sir. 

Q.  So  you  speak  of  the  practice  that  existed,  you  don't  know 
of  any  illustrations  of  that  practice?  A.  There  were  illustrations 
before  I  came  downtown,  in  other  Squire  and  associates  syndi- 
cates, and  in  Fitzgerald  syndicates — I  think  so,  I  say. 

Q.  You  are  now  referring  to  cases  where  allotments  were  made 
to  Squire  and  associates  and  Eitzgerald  and  associates  ?  A.  Which 
succeeded  Fitzgerald  and  associates,  which  was  in  existence  for 
a  long  time. 

Q.  I'm  not  inquiring  as  to  those.  A.  You  are  asking  for  prece- 
dents.   I  was  endeavoring  to  give  you  some. 

Q.  I  am  asking  you  whether  there  were  any  cases  in  which 
allotments  were  made  to  the  Equitable  direct  which  the  Equita- 
ble then,*  through  the  action  of  its  officers,  divided  with  its  officers  ? 
A.  I  don't  remember. 

Q.  So  there  was  no  custom  to  serve  as  a  precedent  for  the 
action  of  Mr.  Squire  or  anybody  else  in  this  C,  B.  &  Q.  ? 

MR.  UNTER?!  YER :  Is  that  quite  fair  in  view  of  Mr.  Squire's 
reply  to  that  oft'er  of  allotment  in  which  he  said  it  would  be  taken 
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for  the  Equitable  and  its  associates,  Morgan  &  Company  subse- 
quently making  the  allotment  presumably  to  the  Equitable  and 
associates  ?    Isn't  the  question  a  little  unfair  ? 

ME.  HUGHES :  No,  I  think  your  suggestion  is  a  little  beside 
the  mark ;  I  won't  say  unfair,  but  not  quite  in  accordance  with  the 
facts,  because  the  allotment  was  not  made  either  presumably  or 
otherwise  by  J.  P.  Morgan  &  Company  to  Squire  and  associates, 
but  according  to  the  evidence  in  the  record  was  made  directly  to 
the  Equitable. 

MK.  UNTEEMYER :  It  does  not  make  any  difference  in  what 
name  it  was  made.  It  was  accepted  by  the  Equitable  and  its  asso- 
ciates. It  is  fair  to  presume  that  it  was  made  on  the  acceptance 
of  that  letter. 

MR.  HUGHES :  It  would  be  fairer  to  presume  the  acceptance 
was  made  on  the  offer  which  culminated  in  the  subsequent  transac- 
tion. It  is  impobsible  to  get  away  from  the  fact  that  the  Equitable 
got  an  allotment  of  $1,500,000  and  divided  that  allotment  with 
its  executive  officers  and  they  got  part  of  the  profits  of  the  trans- 
action, which  could  just  as  well  gone  to  the  Equitable  Life. 

ME.  UNTEEMYEE :  The  answer  to  that  is  that  while  Mr. 
Hyde  has  no  personal  accountability  for  that  transaction,  he  has 
told  you  he  luiew  nothing  about  it,  he  is  endeavoring  to  tell  what 
the  people  connected  with  that  allotment  believed  it  was  when 
tlicy  accepted  it  in  the  name  of  the  Equitable  and  its  associates, 
ihey  believed  they  were  accepting  it  for  the  Equitable  and  its 
associates,  and  distributed  it  accordingly.  It  is  not  a  matter  that 
concerns  Mr.  Hyde  personally  at  all  becatxse  he  had  nothing  at  all 
to  do  with  it. 

ME.  HUGHES :    Except  he  profited  by  it, 

ME.  UlSTTERMYEE :  It  seems  but  fair  to  those  who  were  not 
there. 

THE  WITNESS :  I  can  literally  confine  my  testimony  to  facts 
in  my  own  knowledge.  I  was  endeavoring  to  assist  you  in  the 
matter. 

BY  ME.  HUGHES: 

Q.  What  I  was  asking  you  goes  far  beyond  or  beneath  the  mere 
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matter  of  tlie  way  this  was  accepted.  It  deals  with  the  fimda- 
mental  right  of  the  Equitable  in  a  case  of  this  sort  to  give  its 
officers  part  of  its  profits.  ITow,  I  understand  that  you  say  you 
were  not  present  at  the  time  you  took  your  participation,  you  did 
not  pay  calls,  and  you  afterwards  got  a  share  of  the  profits,  and  if 
there  is  anything  in  this  particular  txansaction  which  affords  any 
justification  for  that  division  of  profit  or  the  participations  which 
resulted  in  the  profits  I  would  be  glad  to  have  you  state  it?  A. 
Xone  other  than  what  I  have  stated. 

Q.  If  there  is  any  other  case  prior  to  this  in  which  the  Equitable 
got  its  allotment  and  paid  the  calls,  and  received  the  profits,  and 
its  officers  took  a  part  of  the  allotment  or  part  of  the  profits,  I 
should  like  to  know  what  it  is.  Do  you  know  of  any  such?  A. 
Xot  from  memory. 

Q.  Now,  do  you  happen  to  know  that  the  check  which  came  to 
the  Equitable  as  the  share  of  the  profits  upon  the  entire  allotment 
of  a  million  and  a  half  dollars  was  not  banked  by  the  Equitable, 
Init  endorsed  over  to  George  H.  Squire  and  the  proceeds  distributed 
by  him  ?     A.   I  know  nothing  of  it. 

Q.  You  knew  nothing  of  that  at  the  time  ?     A.  Xo,  sir. 

Q.  This  di^dsion  of  profits  took  place  in  1902,  possibly,  accord- 
ing to  your  dates,  you  were  not  in  the  country  at  that  time?  A. 
Wliat  was  the  date  ? 

Q.  July,  1902.     A.  No,  I  was  not  in  the  country  at  that  time. 

V>Y  MB.  UNTEEMYEE: 

Q.  Your  participation  went  in  your  bank  account  without  your 
Jvuowing  about  it  at  the  time  ?  A.  Yes,  sir,  it  would  be  stamped 
for  deposit  and  would  go  in, 

7SYME.  HUGHES: 

Q.  Who  was  it  that  put  it  into  your  bank  account  and  dealt 
with  it  on  your  behalf?  A.  It  is  a  subordinate  of  mine  —  it  is 
impossible  to  say. 

Q.  Was  it  Mr.  Mclntyre  ?  A.  It  may  have  been,  it  may  not 
have  been;  I  don't  know. 

Q.  Do  you  know  to  what  extent  the  Equitable  bought  Chicago, 
Burlington  &  Quincy  bonds  ?     A.  l^o,  sir. 

Q.   Of  the  issue  floated  by  this  syndicate  ?     A.  No,  sip. 
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Q.  Do  you  know  that  they  bought  an  amount  largely  in  excess 
of  $1,500,000  ?     A.  I  know  it  now. 

Q.  Well,  at  that  time  you  were  related  to  those  transactions 
and,  as  a  membej  of  the  executive  committee,  approved  them? 
A.  I  am  not  sure  that  I  was  present  at  those  meetings. 

Q.  The  purchase  may  have  taken  place  ?  A.  Yes,  sir,  kit  the 
Society  would  often  purchase  bonds  in  the  market  when  they  had 
become  an  assured  success  and  the  market  price  was  established, 
from  the  banking  house  of  issue,  when  they  would  not  go  into  the 
imder  writing. 

Q.  I  am  now  inquiring  as  to  a  particular  case.  Was  it  the 
fact  that  the  C,  B.  &  Q.  became  an  assured  success  which  led 
to  a  purchase  of  the  bonds  in  the  market  by  the  Equitable  and  a 
I'e.iection  of  the  allotment  —  that  is,  a  division  of  the  allotment? 
A.  I  don't  know. 

Q.  Were  you  officers,  were  you  as  an  officer  of  the  Equitable 
Life  willing  to  take  that  share  of  the  Equitable's  allotment  be- 
cause you  thought  that  the  Equitable  could  not  afford  to  take  the 
risk  in  the  case  of  the  C,  B.  &  Q.?  A.  I  do  not  see  what  you 
mean  by  that. 

Q.  Did  you  take  a  part  of  the  Equitable's  allotment  because 
30U  thought  the  total  amount  was  more  of  a  risk  than  the  Equi- 
table ought  to  carry  in  the  case  of  the  C,  B.  &  Q.?  A.  I  took 
my  profits  as  I  did  in  any  syndicate,  and  if  there  was  loss  I  was 
willing  to  stand  loss,  and  if  there  was  profit  I  took  it. 

Q.  J\ly  question  was  whether  you  took  the  original  participa- 
tion on  the  division  of  the  Equitable's  allotment  because  you 
thought  the  whole  amount  was  more  than  the  Equitable  could 
safely  carry  in  the  case  of  the  C,  B.  &  Q.  ?  A.  I  took  it  because 
it  was  offered  to  me.  I  don't  know  whether  that  reason  came  into 
niy  acceptance  or  not. 

Q.  There  was  no  such  reason  so  far  as  you  know  ?  A.  Reason 
of  what? 

Q.  The  reason  that  it  was  too  much  of  a  risk  for  the  Equitable 
to  take?  A.  I  presume,  as  I  have  already  said,  the  Equitable  had 
sonie  good  reason  for  not  going  into  it. 

Q.  But  apart  from  that  presumption,  dealing  with  your  OAvn 
reascms,  was  that  one  of  them  ?  A.  The  Equitable  Life  is  a  pretty 
rich  institution. 

Q.  Ple&se  do  not  argue  with  me;  please  answer  the  question; 
was  it  one  of  them  or  not  ?    A.  I  cannot  remember. 
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Q.  The  next  syndicate  was  No.  18,  Chicago  &  North  western 
i)ond  syndicate  ?    A.  I  was  not  in  that. 

Q.  That  was  a  direct  participation  of  the  Equitable  according 
to  the  evidence,  and  you  had  nothing  to  do  with  it?    A.  Yes,  sir. 

Q.  The  next  is  the  Mexican  National  Readjustment  Syndicate 
Xo.  19.  From  the  evidence,  the  Equitable  there  received  a  direct 
participation.  Had  you  any  interest  in  that  syndicate?  A.  I  see 
no  record  of  it  on  m>  list. 

Q.  And  that  means,  according  to  your  recollection  and  record, 
you  had  none?    A.  Yes,  sir. 

Q.  The  next  syndicate A.  I  will  state  that  each  time  if 

you  want  me  to,  although  I  thought  we  had  come  to  an  under- 
standing that  if  I  said  no  it  meant  that.     ^ 

Q.  I  asked  the  question  because  your  answer  was  framed 
a  little  differently  that  time  and  I  wished  to  make  sure  it  meant 
your  recollection  as  well  as  your  record.  The  next  is  No.  20  ■ — 
the  Atlantic  Coast  Line  Railroad  syndicate,  managers  J.  P.  Mor- 
gan &  Company.     A.  I  was  not  in  that. 

Q.  That  was  an  allotment  to  James  H.  Hyde  and  associates, 
was  it  not?    A.  I  don't  know,  sir. 

Q.  According  to  the  record  furnished  me  by  the  Equitable 
there  was  a  participation  there  of  the  Equitable  received  from 
-lamfes  H.  Hyde  and  associates.  Have  you  any  record  showing 
ihe  participation  of  James  H.  Hyde  and  associates  in  that  syndi- 
cate?   A.   No,  sir,  I  was  not  in  it. 

Q.  There  would  seem  to  be  an  inconsistency  in  these  two  state- 
ments. Do  you  mean  by  that  you  gave  to  the  Equitable  the  entire 
allotment  that  you  had  received?    A.  I  think  so,  sir. 

Q.  Did  James  H.  Hyde  and  associates  keep  a  bank  account  in 
that  name?  A.  Merely  a  clearing  account,  money  would  come  in 
and  be  paid  out. 

Q.  Did  it  keep  an  account?    A.  Yes,  sir. 

Q.  Now,  in  this  case  where,-  as  I  understand  you,  the  entire 
participation  was  made  over  to  the  Equitable,  when  payments 
M'ere  made  were  the  payments  made  by  the  Equitable  to  James  H. 
Hyde  and  associates  or  direct  to  J.  P.  Morgan  &  Company  ?  A.  I 
don't  know,  sir;  it  must  be  a  matter  of  record. 

Q.  What  was  the  amount  of  the  participation  of  James  H. 
Hyde  and  associates  in  that  case  ?  A.  I  don't  know.  You  must 
have  that  on  your  records. 
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Q.  I  do  not  see  the  amount  here.  A.  The  finance  department 
can  furnish  it. 

ME.  UNTERMYEE:  We  have  a  statement  of  it  here  and 
of  the  allotment.     Will  you  read  that  in? 

ME.  HUGHES:  Yes.  Mr.  Untermyer  furnishes  a  statement 
of  this  which  I  will  offer  in  evidence. 

(Paper  marked  Exhibit  360  and  read  by  Mr.  Hughes.) 

Q.  What  loan  is  there  referred  to  ?  A.  I  don't  know,  sir.  That 
could  be  found  from  the  Trust  Company,  I  suppose. 

Q.  This  statement  in  the  paper  is  all  the  information  you  hare 
in  the  matter?  A.  Yes,  sir.  I  have  endeavored  to  prepare 
myself  completely. 

Q.  Then  you  did  not  take  any  personal  participation  in  that 
sjTidicate?      A.  No,  sir. 

Q.  Why  did  you  not  in  that  ease  —  in  other  words  what  was 
your  policy  —  why  did  you  in  some  and  not  in  others  ?  A.  I 
don't  remember  the  reason  for  that  precise  instance,  but  it  might 
have  been  what  my  own  resources  were  at  that  moment,  what  my 
investments  were,  what  moneys  were  coming  in  or  going  out, 
and  whether  I  was  willing  to  undertake  the  risk  and  willing  to 
put  up  the  money  in  case  the  underwriting  was  not  a  success. 
j\Iight  have  been  general  market  conditions.  It  is  impossible  to 
remember;  I  am  suggesting  reasons.  Now,  right  there,  Mr. 
Hughes,  I  think  I  could  illustrate  a  point  that  the  Society  later 
in  the  market  bought  some  of  those  bonds  at  a  higher  price,  con- 
sidered them  good,  so  that  they  had  the  bonds  they  got  and  those 
also. 

Q.  Yes,  that  is  one  of  the  matters  which  has  attracted  our  at- 
tention. Are  you  one  of  the  individuals  for  whom  this  was  origi- 
nally taken  through  some  error  as -mentioned?  A.  I  don't  think 
so ;  I  don't  know. 

Q.  It  is  a  matter  of  importance  only  to  show  that  whoever  the 
individuals  were,  they  pennitted  the  Society  to  take  the  profits 
when  they  were  subsequently  ascertained  and  did  not  keep  any 
for  themselves.      You  don't  know  who  they  were?      A.  No    sir. 

Q.  Now,  having  reached  in  the  order  of  syndicates  one  in  which 
the  names  of  James  H.  Hyde  and  associates  appear,  I  would  be 
glad  to  have  you  state  who  originally  suggested  the  use  of  the 
name  James TI.  Hyde  and  associates  in  these  participations?     A, 


Testimony  of  James  II.  Hyde.  2259 

I  think  you  will  find  that  I  have  testified  to  that  before  Mr.  Hen- 
dricks ;  I  think  yon  will  find  my  testimony  there  which  I  will  be 
glad  to  supplement  as  you  see  fit. 

Q.  You  testified  before  Mr.  Hendricks  generally  upon  the  point 
and  introduced  a  certain  letter  which  was  written  to  Kuhn,  Loeb 
&  Company  under  date  of  "February  17,  1902  (page  301),  which 
has  already  been  put  upon  the  record  ?     A.  Yes,  sir. 

Q.  The  point  I  haN  e  now  asked  I  do  not  think  has  been  brought 
out  hitherto.  I  merely  wanted  to  know  who  suggested  that  the 
name  James  H.  Hyde  and  associates  should  be  employed?  A.  I 
think  as  I  have  already  testified — although  as  you  say  I  have  not, 
I  have  not  —  that  Mr.  Alexander  suggested  it  and  that  Mr.  Squire 
and  I  concurred  in  it  and  that  Mr.  Kuhn,  of  Kuhn,  Loeb  &  Com- 
pany, concurred  in  it  and  the  firm  of  Kuhn,  Loeb  &  Company 
concurred  in  it,  and  then  the  letter  that  is  already  introduced  was 
written  as  a  result  of  that. 

Q.  Was  a  similar  letter  addressed  to  any  other  banking 
house  ?  A.  I  was  going  to  give  you  that — to  J.  P.  Morgan  & 
Company  and  to  Speyer;  I  don't  remember  any  other  but  those 
three  houses,  because  those  were  the  three  houses  we  were  most 
apt  to  have  dealings  with. 

Q.  Was  James  H.  Hyde  and  associates  intended  to  be  the  suc- 
cessors of  George  H.  Squire  and  associates  in  such  matters?  A. 
Yes,  sir,  and  of  Louis  Fitzgerald  and  associates — in  other  words, 
it  was  an  established  custom  as  1  have  already  said. 

Q.  But  it  would  appear  that  in  a  large  part  of  these  syndicate 
operations  the  -allotments  had  been  received  by  the  Equitable 
direct  without  the  intervention  of  either  Fitzgerald  or  Squire. 
Xow  "^vill  you  state— — 

ME.  UlSTTERMYEE :  A  large  number  you  say  ? 

ME.  HUGHES:  Quite  a  number,  yes. 

ME.  IJNTEEMYEE:  More  than  one? 

ME.  HUGHES :  Yes,  there  were  quite  a  number  of  direct 
participations. 

Q.  I  want  you  to  stat^  why  in  some  cases  the  Equitable  took 
a  participation  directly  in  its  own  name,  in  other  cases,  Fitz- 
gerald and  associates  or  Squire  and  associates  took  the  partici]ni- 
tion.  and  Hyde  and  associates?      A.    Of  course,  Fitzgerald  am] 
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associates  was  before  I  came  downtown,  so  that  I  am  not  able 
to  enlighten  you  very  much  on  that.  Squire  and  associates,  I 
was  downtown,  biit  was  not  so  prominent  in  those  affairs  as  I  was 
with  Hyde  and  associates.  I  ought  to  be  able  to  enlighten  you 
on  that.      Wow,  what  is  the  question  again? 

Q.  The  question  is  why  you  should  have  abandoned  the  prac- 
tice that  seems  to  have  obtained  for  a  time  of  taking  direct 
participations  on  behalf  of  the  Equitable,  and  proceed  to  take  them 
in  the  name  of  James  H.  Hyde  and  associates. 

ME.  UNTEEMYER :  I  think  that  is  hardly  a  fair  assumption. 

ME.  HUGHES:  I  think  that  is  a  correct  statement;  for  ex- 
ample, if  you  ha^'e  any  doubt  about  the  facts  I  will  run  over  a 
few  of  them.  I  think  there  are  a  number  of  them.  Mr.  Win- 
throp  says  eight  or  nine ;  there  was  a  considerable  number,  and  it 
would  seem  that  for  example — here  is  one.  The  C,  B.  &  Q. 
direct  from  the  managers ;  here  is  one — the  Eio  Grande  Western 
direct  from  the  managers;  here  is  the  Speyer  Syndicate,  to  whicli 
I  alluded  a  moment  ago,  direct  from  the  managers. 

Q.  While  there  have  been  a  number  of  syndicates  in  the  names 
of  Eitzgerald  and  associates  and  in  the  name  of  Squire  and  asso- 
ciates, I  want  to  know  what  the  reason  was  for  their  continuiug 
such  practice  or  departing  from  the  practice  that  had  obtained 
for  a  time  of  taking  direct  allotments?  A.  I  think  there  were 
two  reasons  for  doing  that;  one  was  the  continuation  of  Squire 
and  associates,  and  of  Fitzgerald  and  associates ;  ^and  the  second 
reason  was  that  it  was  found  more  convenient  by  the  bankers 
to  offer  those  participations,  to  lump  their  offerings,  to  centralize 
it  in  one  party,  than  to  scatter  them  around  the  Equitable  build- 
ings to  individuals  and  collateral  companies. 

Q.  Then  the  allotments  received  by  James  H.  Hyde  and  asso- 
ciates were  the  allotments  intended  for  the  Equitable  group — the 
Equitable  interest,  or  whatever  you  may  choose  to  call  it?  A.  I 
don't  know  whether  I  grasp  the  full  meaning  of  that.  That  seems 
a  pretty  sweeping  statement  to  make. 

Q.  Well,  what  did  you  understand  the  basis  of  the  allotment 
to  James  H.  Hyde  and  associates?  Was  it  the  participation  which 
the  bankers  were  willing  to  give  to  those  allied  interests,  which 
wore  allied  through  the  relation  to  the  Equitable  to  them<  A. 
It  was  an  opportunity  for  individual  capitalists  to  make  invest- 
ments which  they  considered  thoy  had  a  right  to  do,  and  to  assume 
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risks,  sometimes  taking  profits  and  sometimes  taking  losses,  some- 
times the  Equitable  going  in  them,  and  sometimes  enterprises 
where  the  Equitable  did  not  dare  to  do  so,  deemed  it  unwise  for 
the  Equitable  to  go  in. 

Q.  It  was  an  opportunity  for  those  indiyiduals  to  make  in- 
vestments of  this  description  which  was  accorded  to  them  by 
virtue  of  their  connection  with  the  Equitable  interests?  A.  No, 
sir;  I  don't  think  so. 

Q.  On  what  basis  was  it  accorded  to  them  otherwise?  A. 
Couldn't  it  be  given  to  them  as  individual  capitalists.  Those  un- 
derwritings  are  scattered  all  over  among  men  of  means  down- 
town. 

Q.  Why  was  it  grouped  under  the  head  of  James  H.  Hyde 
and  associates?  A.  Because  that  particular  lot  of  men  happened 
to  be  thrown  together  in  their  relation  to  bankers. 

Q.  Through  relations  with  the  Equitable?     A.  'No,  sir. 

Q.  When  Kuhn,  Loeb  &  Company  made  an  allotment  to 
James  H.  Hyde  and  associates,  did  you  understand  that  was 
allotted  on  any  other  basis  than  that  was  what  they  were  willing 
the  Equitable's  allotment  should  be  ?  A.  I  don't  quite  understand 
that  question. 

Q.  Did  not  Kuhn,  Loeb  &  Company  deal  with  James  H.  Hyde 
and  associates  upon  the  basis  that  James  H.  Hyde  stood  for  the 
Equitable  and  its  allied  interests?  A.  If  you  wiU  read  your 
letter  you  will  see :  "  Such  personalities  as  I  and  my  associates." 

Q.  Didn't  you  understand  Kuhn,  Loeb  &  Company  when  they 
gave  allotment  to  James  H.  Hyde  and  associates  were  giving 
them  upon  the  basis  that  James  H.  Hyde  and  associates  stood  for 
the  Equitable  and  its  allied  interests?  A.  If  you  mean  allied 
interests  by  personalities,  I  agree  with  you. 

Q.  Didn't  you  understand  that  that  was  what  was  intended  by 
them,  understood  by  them  ?  A.  I  cannot  testify  as  to  what  was 
in  the  minds  of  Kuhn,  Loeb  &  Company.  I  can  testify  as  to  my 
interview. 

Q.  Did  you  have  various  interviews,  talks  with  them  about 
this  matter?  A.  As  I  have  said  in  this  letter,  "  Pursuant  to  the 
conversation  today  with  your  Mr.  Otto  H.  Kahn,  and  after  con- 
sultation with  my  associates." 

Q.  What  was  the  conversation  with  Otto  H.  Kahn?  A.  Mr. 
Alexander  suggested  this  thing.  Squire  and  I  concurred  in  it  and 
Kahn  personally  approved  of  it,  and  said  it  was  agreeable  to 
his  firm. 
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Q.  What  was  your  conversation  wiih  Mr.  Kahn?  A.  It  is 
impossible  to  remember  the  words  of  the  conversation,  but  the 
substance  of  it  I  am  endeavoring  to  give  you. 

Q.  Will  you  give  it?  A.  I  am  endeavoring  to  give  you  it. 
Mr.  Alexander,  as  I  have  already  testified,  suggested  it  would  be 
wise  to  have  this  letter  written,  and  I  and  Squire  were  consulted 
and  we  concurred,  and  Kahn  and  Kuhn,  Loeb  &  Company  con- 
curred, and  the  letter  was  written. 

Q.  Did  you  say  anything  to  Mr.  Kahn  about  any  individuals? 

A.  Yes,  sir;  I  said  there  would  be  individuals. 

Q.  Did  you  say  who  they  would  be?  A.  I  don't  remember 
if  I  mentioned  any  names. 

Q.  Did  you  tell  them  they  would  be  persons  connected  with 
the  Equitable  Life  Assurance  Society?  A.  Yes,  sir,  but  T  put 
it  in  the  letters,  "  such  personalities." 

Q.  Did  you  tell  them  there  would  be  any  persons  not  con- 
nected -with  the  Equitable  Life  ?  A.  There  may  be,  if  we  choose 
to  designate 

Q.  Did  you  tell  Mr.  Kahn  that  ?    A.  I  don't  remember. 

Q.  Did  you  designate  under  James  H.  Hyde  and  associates 
any  persons  not  connected  with  the  Equitable  Life  Assurance 
Society?     A.  I  don't  remember. 

Q.  At  any  time  ?  A.  At  any  time.  Being  connected  other 
than  as  in  the  capacity  of  director  ? 

Q.  Did  you  at  any  time  in  making  your  divisions  of  allotments 
receive  under  the  name  of  James  H.  Hyde  and  associates,  give 
a  participation  to  any  one  who  was  not  connected  with  the  Equit- 
able Life  Assurance  Society  ?  A.  I  don't  remember,  but  the 
records  would  answer  that. 

Q.  When  yon  say  you  don't  remember,  you  mean  you  have  no 
recollection  of  any  such  occurrence  ?  A.  You  are  putting  an 
answer  in  my  mouth. 

Q.  I  want  to  know  if  that  is  what  you  mean  ?  A.  You  are  put- 
ting an  answer  in  my  mouth. 

Q.  That  would  be  impossible.  AVhat  I  Avant  to  ask  is  this, 
whetlier,  when  you  say  you  don't  remember,  you  mean  that  you 
don't  recollect?  A.  I  mean  T  don't  remember — that  is  what  I 
mean. 

Q.  You  mean  you  don't  recollect  ever  having  done  that  ?  A.  I 
don't  recollect,  either,  yes  or  no. 

Q.  Nothing  about  it?    A.  Nothing  about  it 
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Q.  Have  you  a  statement  here  of  the  persons  to  whom  you 
made  allotments  from  time  to  time  of  participations  received 
under  the  name  of  James  H.  Hyde  and  associates  ?  A.  I  have  my 
own.  I  have  not  the  individuals,  have  I,  Mr.  Untermyer?  I 
don't  think  I  have,  except  the  Frick  Report.  There  was  each 
syndicate  in  that,  Mr.  Hughes.  Mr.  Hughes,  as  Mr.  Schiff  says, 
those  imderwritings  were  intended  solely  for  the  Equitable,  he 
probably  thinks  so,  but  if  he  had  looked  at  this  letter,  or  if  he 
had  talked  with  his  partners  he  would  have  known  better,  I  think. 

Q.  The  point  of  my  question  is  a  little  missed  in  that,  Mr. 
Hyde  ?    A.  I  am  sorry. 

Q.  I  was  trying  to  identify  the  personalities  intended  to  be 
described  in  the  last  clause  of  your  letter,  and  to  ascertain  whether 
they  were  not  personalities  identified  with  the  Equitable.  Now, 
that  may  be  in  either  your  intention  or  your  practice,  or  both? 
A.  Well,  that  would  be  found — I  have  not  personally  a  statement 
here — that  would  be  found  in  the  persons  who  have  been  given 
participations. 

Q.  You  had  not  any  particular  theory  about  it  at  the  time? 
A.  Only  in  a  very  general  way.  Each  particular  allotment  was 
taken  up  on  its  merits  and  decided  by  Mr.  Alexander,  I  being 
consulted  if  I  was  here,  and  if  not — if  out  of  the  country,  he 
accepted  it  as  he  did  one  of  the  Japanese  loans  during  my  absence 
— accepted  it  from  Mortimer  Schiff. 

Q.  We  will  come  to  that.  When  you  were  here,  do  you  mean 
to  say  Mr.  Alexander  distributed  participations?  A.  Yes,  sir, 
he  did. 

Q.  You  did  not?     A.  ISTo,  sir. 

Q.  Did  you  have  anything  to  say  about  them  ?  A.  I  was  con- 
sulted, but  he  decided  it.  I  wish  to  positively  state,  Mr.  Alex- 
ander decided  the  syndicate's  participations. 

Q.  Of  the  individuals  ?    A.  Yes,  sir. 

Q.  The  next  syndicate  on  the  list  is  No.  21,  Western  Maryland 
Railroad  syndicate  first  mortgage,  where  it  appears  that  the  so- 
ciety received  a  participation  of  a  million  dollars  direct  from  the 
syndicate  managers  and  a  million  dollars  from  James  H.  Hyde 
and  associates.  How  much  was  the  allotment  to  James  H.  Hyde 
and  associates  ?  A.  I  don't  remember.  £  was  a  personal  under- 
Avriter,  and  made  a  loss  in  it. 

Q.  What  was  your  participation?    A.  T  don't  remember. 

Q.  What  was  the  amount  of  your  loss?     A.  I  have  been  un- 
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able  to  ascertain  it,  but  I  know  there  was  a  loss;  I  have  been 
unable  to  figure  the  exact  amount. 

Q.  How  did  it  happen  that  the  Society  got  a  direct  partici- 
pation from  the  syndicate  managers  and  also  a  participation 
through  James  H.  Hyde  and  associates?  A.  Probably  a  syndi- 
cate that  was  deemed  wise  for  them  to  go  in.  I  don't  know;  I 
can't  remember  what  happened  at  that  moment. 

Q.  Do  you  have  any  data  which  enables  you  to  state  what  pro- 
portion of  the  allotment  to  James  H.  Hyde  and  associates  you 
gave  over  to  the  Society  ?    A.  I  don't  think  I  have. 

IVIK.  UNTEEMYEE:  No,  we  have  not. 

Q.  Have  nothing  of  that.  The  next  is  No.  22,  Chicago  and 
Northwestern  Eailroad  Company  syndicate?  A.  I  had  nothing 
to  do  with  that. 

Q.  You  had  absolutely  nothing  to  do  with  it?    A.  No,  sir. 

Q.  That  was  before  your  day.  The  next  is  Union  Pacific 
Preferred  stock  syndicate  No.  23,  managers  Kuhn,  Loeb  &  Com- 
pany?   A.  Yes,  sir. 

Q.  What  was  the  nature  of  that  syndicate  ?  A.  I  was  not  in 
that  as  an  individual. 

Q.  You  were  not  in  that  individually  ?  A.  Had  no  connection 
with  it. 

Q.  You  signed  the  syndicate  agreement  individually?  A.  At 
the  request  of  Mr.  Harriman  on  behalf  of  the  Equitable  Com- 
pany. The  Equitable's  counsel  had  gone  over  the  papers,  and 
after  Mr.  Alexander  had  written  me  a  letter  relieving  me  from 
it  as  an  individual  and  saying  I  had  done  it  on  behalf  of  the 
Equitable. 

ME.  UNTEEMYEE:  I  think  the  letter  was  written  later. 

THE  WITNESS:    Yes,  sir,  afterwards. 

BY  ME.  HUGHES: 

Q.  The  letter  was  written  later?     A.  Yes. 

Q.  I  show  you  Exhibit  220,  under  date  of  November  11,  1902, 
which  has  been  furnished  by  Mr.  Schiff  as  a  copy  without  the 
sigiiatures  of  that  syndicate  agreement  Do  you  recognize  that? 
A..  As  far  as  my  recollection  is  concerned  it  seems  to  be  correct. 

Q.  When  did  you  meet  Mr.  Harriman  with  reference  to  going 
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into  this  syndicate?  A.  Mr.  Harriman  first  talked  to  me  about 
this  matter  at  his  office,  the  Union  Pacific  Railroad,  and  asked 
me,  on  behalf  of  Society,  to  go  into  this  syndicate,  that  is,  he  asked 
me  to  suggest  it  as  an  investment  I  said  I  would  have  to  take 
it  up  with  the  president  of  the  Society,  which  I  did,  discussed 
the  matter  fully  with  him,  and  he,  I  believe,  had  some  conver- 
sation with  Mr.  Harriman  on  the  subject. 

Q.  "What  did  Mr.  Harriman  explain  to  you  or  say  to  jow  as 
to  the  purpose  of  the  syndicate  ?  A.  It  was  a  syndicate  in  Union 
Pacific  preferred  stock,  which  he  knew,  and  I  knew  as  a  director 
of  the  Union  Pacific,  was  a  very  valuable  stock,  paying  an  as- 
siired  rate  of  interest,  and  in  every  way  a  profitable  and  desirablo 
investment.  As  we  had  made  a  great  deal  of  money  out  of  all 
our  Union  Pacific  investments  —  in  fact,  the  last  reorganization 
of  the  Union  Pacific  was  done  through  our  trust  company,  the 
Mercantile  Trust  Company,  and  we  had  always  been  familiar 
with  that  situation,  and  were  believers  in  that  property  and 
its  management, 

Q.  Did  Mr.  Harriman  give  you  to  underetand  that  the  pur- 
pose of  this  syndicate  was  simply  to  dispose  of  a  certain  number 
of  securities  or  that  it  was  fui'ther  intended  that  they  should 
be  removed  from  the  market  for  a  period  ?  A.  I  think  the  secur- 
ities, according  to  my  recollection,  were  syndicated  for  five  years, 
were  they  not,  Mr.  Hughes  ? 

Q.  Yes.  In  other  v/ords,  Mr.  Harriman  explained  to  you  it 
was  to  be  a  holding  syndicate?  A.  It  was  a  holding  syndicate, 
and  a  participation  in  a  large  syndicate  of  that  kind  is  considered 
I  think  in  the  Street  more  valuable  than  an  isolated  holding,  and 
the  Society  often  ties  up  a  large  amount  of  money  for  a  similar 
length  of  time  in  real  estate  operations. 

Q.  Yes.  But  confining  our  attention  now  to  the  transaction 
itself,  without  anticipating  any  criticism  upon  it,  did  Mr.  Harri- 
man explain  to  you  that  this  should  be  a  holding  syndicate  ?  A. 
Yes,  sir. 

Q.  And  that  the  period  for  -which  it  was  to  be  held  was  five 
years  ?  A.  Yes,  sir,  and  I  naturally  would  have  learned  it  when 
I  signed  the  paper  on  behalf  of  the  society. 

Q.  And  was  it  also  explained  to  you  by  Mr.  Harriman  that  the 
purpose  of  this  was  to  facilitate  a  control  of  the  property  ?  A.  In 
a  very  general  way. 

Q.   You  understood  that  to  be  the  purpose?     A.  Well,  a  fifty- 


226G  Legislative  Insurance  Investigation. 

million  pool  —  I  think  the  capital  then  was  one  hundred  millions — 
would  come  very  near  controlling  the  property,  but  that  was  not 
my  purpose  in  going  into  it,  to  facilitate  his  control  of  the  Union 
Pacific,  but  as  an  investment. 

Q.  But  the  collateral  consideration  of  the  investment  would  be 
to  facilitate  the  control  ?     A.  Yes,  but  that  was  not  discussed. 

Q.  But  thoroughly  understood  ?     A.  Well,  obviously. 

Q.  Now,  you  have  referred  to  a  letter  written  by  Mr.  Alex- 
ander   

MR  HUGHES :  Do  you  happen  to  have  that  letter,  Mr.  Win- 
throp  ? 

THE  WITNESS :  That  was  handed  in  to  Mr.  Hendricks,  a 
cojjy  of  that  letter,  Mr.  Hughes. 

Q.  The  letter  to  which  you  refer  was  a  letter  of  the  subse- 
quent January?     A.  I  think  that  was  about  the  date. 

Q.  January,  1903  ?     A.  I  don't  remember  the  exact  date. 

Q.  Well,  there  was  but  one  letter  ?     A.  Yes. 

Q.  We  have  had  it  received  in  evidence  here.  A.  Yes,  and  it 
was  put  in  before  Mr.  Hendricks. 

Q.  And  it  was  the  letter  of  January  11th.  Did  you  personally 
request  Mr.  Alexander  to  sign  that  letter?  A.  Mr.  Alexander 
himself  suggested  sigTiing  the  letter  to  relieve  me  of  my  responsi- 
bility. 

Q.  Was  it  a  personal  matter  between  you;  did  he  suggest  it 
to  you  personally?  A.  ISTo,  it  was  an  official  matter.  I  had  no 
connection  with  the  matter. 

Q.  You  misundci-stand  me.  I  want  to  get  at  the  persons  ^vho 
individually  dealt  with  Mr.  Alexander  in  the  matter.  Was  it 
you  yourself  individually,  or  some  one  in  your  behalf?  A.  No, 
Mr.  Alexander  took  that  matter  up  with  me. 

Q.  Were  you  here  in  January,  190-3,  in  this  country?  A.  Yes, 
sir,  I  think  so.  J  will  make  sure  by  looking  at  my  record.  Janu- 
ary, 1903,  yes,  sir;  I  have  never  been  absent  in  January.  It  was 
our  most  busy  season.     I  was  always  here. 

Q.  Your  testimony  is  that  you  took  that  up  personally  with  Mr. 
Alexander,  and  that  he  signed  this  letter?     A.  Yes. 

Q.  So  that  you  signed  this  Union  Pacific  holding  agreement  in 
the  behalf  of  the  Society?     A.  Yes. 

Q.  Why  did  not  you  have  the  Society  sign  it?     A.  Because 
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Mr.  Harriman  requested  it,  that  I  sign  it  as  an  individual,  as  the 
other  persons  who  had  signed  had  all  signed  as  individuals. 

Q.  Did  he  explain  to  you  why  all  the  signatures  were  indi- 
vidual signatures?  A.  He  explained  to  me  that  he  thought  it 
more  expedient  to  have  it  done  that  way. 

Q.  Did  he  tell  you  why  it  was  expedient  to  have  it  done  that 
way  ?     A.  Not  in  any  great  detail. 

Q.  liTo,  but  in  substance?  A.  He  judged  it  better  to  have  it 
that  way. 

Q.  Did  he  tell  you  why  that  was  in  substance  ?     A.  Il^o,  sir. 

Q.  What  did  you  understand  to  be  the  reason  for  doing  that 
way?     A.  That  he  preferred  it. 

Q.  Was  it  anything  besides  a  whim  on  his  part,  was  it  a  busi- 
ness reason  ?     A.  I  presume  he  had  a  good  business  reason. 

Q.  Have  you  any  idea  now  what  that  was  ?     A.  ~No,  sir. 

Q.  Was  it  because  it  was  more  convenient  to  deal  with  indi- 
vidual signatures  or  -with  individuals  than  Avith  corporations  ? 
A.  Well,  he  is  very  fond  of  convenient  things,  Mr.  Harriman. 

Q.  Was  it  because  it  would  be  inconvenient  to  have  corpora- 
tions assume  these  responsibilities  ?  A.  I  cannot  testify  as  to  the 
workings  of  his  mind,  Mr.  Hughes. 

Q.  No,  only  as  to  your  insight  into  them  at  the  time,  which 
led  you  to  comply  with  his  request?  A.  I  judged  it  a  proper 
request  at  that  time. 

Q.  And  did  you  understand  that  all  the  individual  signatures 
to  the  argreement  were  of  those  who  really  represented  corporate 
interests  ?    A.  I  understand  that  some  of  them  did. 

Q.  Did  you  meet  any  one  besides  Mr.  Harriman  in  this  matter  ? 
A.   On  the  Union  Pacific  side,  do  you  mean? 

Q.  Yes.     A.  No,  sir. 

Q.  Did  you  ever  have  any  interview  with  Mr.  SchifF  in  regard 
to  the  matter?  A.  No.  Mr.  Schiff  has  testified  that  he  always 
considered  me  as  an  individual  in  this  matter.  If  Mr.  Schiff 
says  so  probably  it  is  so.  But  if  Mr.  SchifF  had  examined,  which 
he  has  not,  the  Equitable  checks,  which  always  paid  for  that,  and 
had  ascertained  also  that  the  securities  were  never  in  my  pos- 
session, but  in  the  possession  of  the  Society,  and  if  he  had  also 
ascertained  that  his  son  and  a  member  of  his  firm  came  to  the 
Equitable  and  requested  that  it  be  carried  as  an  investment  and 
not  as  a  syndicate  in  our  anniial  published  statement,  he  would 
have  ascertained  that  I  as  an  individual  had  nothing  to  do  with  it. 
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Q.  Taking  up  those  matters  in  order,  in  the  first  place ■ 

A.  I  would  be  very  glad  to  take  it  up,  because  I  have  been  very 
much  misrepresented  in  the  matter. 

Q.  Under  this  agreement  and  your  signature  on  behalf  of  the 
Equitable,  there  was  a  responsibility  for  how  many  shares?  A. 
I  could  not  answer  from  memory. 

ME.  insrTEKMYEK,:    $25,000. 

Q.  $2,500,000,  was  it  not?     A.  Yes,  sir. 

Q.  Were  those  shares  subsequently  acquired?  A.  Those 
shares,  as  I  remember,  Mr.  Hughes,  were  gradually  acquired  iu 
the  market  by  the  syndicate  managers. 

Q.  That  is  by  whom?  A.  The  syndicate  managers,  I  think, 
as  shown  in  the  letter  somewhere,  were  they  Stillman  &  Sohiff — 
Harriman,  Schiff  and  Stillman,  I  think  they  accumulated  those 
in  the  market. 

MR.  UNTERMYER:  Kuhn,  Loeb  &  Company  were  the 
managers. 

THE  WITNESS :  Yes,  and  these  three  individuals  were  the 
individual  managers. 

Q.  Was  there  acquired  by  reason  of  your  subscription  in  be- 
half of  the  Equitable  $2,500,000  in  shares  in  time?  A.  I  think 
the  full  amount  has  been  reached.  I  am  not  sure.  The  Einance 
Department  can  testify  to  that. 

MR.  UNTERMYER:  I  understand  it  has  not  reached 
$1,900,000. 

MR.  HUGHES:  $1,970,000. 

THE  WITNESS :  I  would  like  to  have  it  distinctly  under- 
stood and  placed  on  the  records  that  I  made  no  profit  in  this  thing 
and  had  absolutely,  directly  or  indirectly,  no  connection  with  it. 

Q.  Your  position,  as  I  understand  it,  is  that  you  had  no  re- 
sponsibility and  no  obligation  to  make  good  a  loss A.  And 

no  interest  and  no  profit. 

Q.  And  no  interest  which  would  entitle  you  to  a  profit?  A. 
Yes,  sir,  and  subsequently  the  Equitable  had  taken  over  the 
entire  transaction. 
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Q.  Kow,  the  entire  amount  taken  thus  far  by  the  Equitable,  I 
am  advised,  amounts  to  $1,970,000,  the  last  payment  being 
$270,000,  of  August  2,  1905.  The  entire  amount  prior  to  that 
time  was  $1,700,000?    A.   If  you  say  so  I  will  admit. 

Q.  That  is  the  evidence  furnished  me  by  the  Equitable?  A.  I 
mean  I  personally  have  no  means  of  knowing  that. 

Q.  Well,  you  know,  of  course,  in  1903  and  1904  that  the  Equi- 
table did  acquire  from  time  to  time  shares  of  stock?  A.  Yes, 
sir,  I  simply  mean  since  my  official  connection  with  the  Equi- 
table other  than  that  as  a  director,  I  have  not  followed  the  trans- 
actions. 

Q.  And  while  you  were  connected  with  the  Equitable  as  an 
officer  and  director  and  as  a  member  of  the  Executive  Committee 
you  were  acquainted  with  the  fact  that  whatever  shares  of  this 
Union  Pacific  preferred  stock  were  acquired  were  paid  for  by 
the  Equitable  ?    A.  Yes,  sir. 

Q.  And  were  acquired  from  whom?  A.  From  the  syndicate 
managers. 

Q.  From  Kuhn,  Loeb  &  Company?     A.  Yes,  sir. 

Q.   And  paid  for  to  Kuhn,  Loeb  &  Company  ?    A.  Yes,  sir. 

Q.  And  the  certificates  were  delivered  by  whom?  A.  By 
Kuhn,  Loeb  &  Company. 

Q.  And  stood  in  whose  name?  A.  That  I  don't  know.  I 
presume  in  the  name  of  the  Equitable  or  in  the  name  of  some 
inf^.ividual  endorsed  back  to  the  Equitable,  which  is  sometimes 
The  ease  with  stock  holdings. 

Q.  Do  they  stand  in  the  name  of  any  representative  or  clerks 
of  Kuhn,  Loeb  &  Company  and  endorsed  over  in  blank?  A. 
That  I  don't  know.     The  Finance  Department  can  tell. 

MR.  WINTHEOP :  They  stood  in  the  name  of  Kuhn,  Loeb 
endorsed  in  blank. 

Q.  Mr.  Winthrop  says  they  stand  in  the  name  of  Kuhn,  Loeb 
&  Company,  endorsed  over  in  blank. 

THE  VflTNESS:  That  was  one  of  the  numerous  details  I 
did  notfoUow.  I  would  like  to  add,  Mr.  Hughes,  that  it  has  been 
stated  that  our  records  were  false  in  connection  with  that  matter. 
I  see  no  way  in  which  they  are  false. 

Q.  I  am  about  to  show  you  the  record,  Hr.  Hyde 

MK.  UNTERMYER  What  did  you  say,  Mr.  Hyde? 
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THE  WITITESS:  It  tas  been  stated  that  onv  records  were 
false  in  that  matter.     I  see  not  where  they  were  false. 

Q.  (Handing  book.)  I  have  here  the  security  register  showing 
the  transactions  submitted  Eebniary  i2,  1903,  showing  $500,000 
Union  Pacific  holding  syndicate  at  100,  and  1  show  you  the  min- 
utes of  the  Finance  Committee.  Were  you  present  at  that  meet- 
ing? A.  I  was  present  at  the  meeting  of  February  2d — President 
and  Vice-President. 

Q.  Yes,  you  were  present  at  that  meeting?    A.  Yes,  sii. 

Q.  ISTow,  can  you  state  ^^'hat  was  done  at  that  meeti.ng  witli 
reference  to  the  approval  of  the  transaction  of  the  purchase  of 
$500,000  ?     A.  I  do  not  see  it  on  this  record  here. 

Q.  Union  Pacific  holding  syndicate  at  par?  A.  What  was  jout 
question. 

Q.  (Repeated.)  A.  That  purchase  was  read  off  and  approved 
and  no  one  objected  to  it,  and  T  think  ]\Ir.  Schifl  was  present  at 
that  meeting,  although  I  am  not  sure. 

Q.  Mr.  Schiff's  presence  a2>pears  there,  but  Mr.  Schiff  has  tes- 
tified that  he  did  not  hear  that  read  off  as  a  syndicate  holding?  A. 
Well,  he  is  sometimes  hard  of  hearing. 

Q.  I  want  to  ask  just  what  was  actually  done?  Was  it  read? 
A.  Yes,  sir. 

Q.  Was  any  statement  made  at  the  meeting  apart  from  the  ]*ead- 
ing  of  the  security  register?    A.  I  don't  remember. 

Q.  Did  you  ever  make  any  statement  in  the  Finance  Committee 
of  the  way  in  which  j'ou  had  signed  the  syndicate  agreement? 
A.  Can  I  answer  that  -without — the  method  of  those  meetings  is 
that  the  purchases  and  sales  are  read  and  then,  if  any  comment  is 
made  by  any  director  or  any  explanation  is  asked,  it  is  made;  other- 
wise it  goes  on  in  the  ordinary  course  of  events  and  is  formally 
approved  at  the  end. 

Q.  Did  you  at  any  time  in  that  Finance  Committee  meeting- 
make  any  statement  as  to  the  transaction?  A.  Not  as  I  remem- 
ber, because  no  questions  were  asked.  If  questions  had  been  asked 
they  would  have  been. 

(J.  You  have  said  you  talked  with  Mr.  Harriman  and  you  talked 
with  Mr.  Alexander.  Did  you  have  any  interview  with  any  other 
offieer  or  director  of  the  Equitable  Life  Assurance  Society  "\vitli 
reference  to  that  transaction  ?  A.  Well,  the  counsel  of  the  Societv 
passed  on  it  before  I  signed  it. 
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Q.  And  who  was  bo?  A.  I  sent  for  the  regular  counsel  of  tin' 
Society,  who  was  absent  at  that  moment,  Mr.  C.  B.  Alexander  and 
Mr.  Gulliver  went  up  to  Air.  Haniman's  office  with  me  and  ap- 
proved of  the  paper  before  I  signed  it,  as  it  was  a  very  serious  paper 
for  me  tO'  sign,  invohang  a  very  large  amount  of  money,  on  which 
T  v/anted  to  have  legal  advice  before  signature. 

Q.  Was  the  matter  brought  before  the  ^Executive  Ckymmittee? 
A.  I  don't  think  so. 

Q.  Was  it  brought  before  the  Finance  Committer  except  as 
these  purchases  were  reported  to  the  Finance  Committee?  A.  I 
don't  remember. 

Q.  Was  there  any  authorization  to  President  Alexander  to  sign 
the  letter  or  to  you  to  sign  the  agreement  in  behalf  of  the  Equit 
able?     A.  Mr.  Alexander  signed  the  letter  as  president. 

Q.  I  mean  was  there  any  action  by  any  Committee  or  by  the 
Board  authorizing  that  action?  A.  J  presume  that  Mr.  Aisxander 
considered  that  as  president  he  has  a  right  to  do  it. 

Q.  Apart  from  that  was  there  any  action  taken?  A.  Not  that 
I  know  of. 

Q.  Was  there  any  action  taken  by  any  Committee  or  by  the 
Board  authorizing  you  to  sign  the  agreement  on  behalf  of  the 
Equitable?  A.  So  formal  action.  It  was  informally  discussed 
at  the  meeting. 

Q.  It  was  informally  discussed  at  what  meeting?  A.  At  that 
meeting  or  the  preceding  meeting  of  the  Finance  Committee. 

Q.  You  refer  now  to  the  meeting  at  which  these  purchases  were 
repoi'ted  in  February?    A.  I  think  so. 

Q.  What  was  the  preceding  meeting  to  which  you  referred? 
A.  I  did  not  mean  to  refer  to  a  preceding  meeting. 

Q.  I  thought  yo\i  said  it  was  discussed — at  that  meeting  or  at 
a  preceding  meeting?  A.  I  say  I  cannot  remember  at  which  meet- 
ing it  was  discussed. 

Q.  But  you  know  it  was  discussed  at  one  ?    A.  I  think  so. 

Q.  Was  it  ever  discussed  at  a  meeting  at  which  Mr.  Schiff  was 
present?     A.  I  don't  remember. 

Q.  What  directors  of  the  Equitable  Life  or  officers  of  the  Equi- 
table Life  apart  from  yourself  and  Mr.  Harriman  and  Mr.  Alex- 
andei-  had  any  knowledge  of  that  transaction  so  far  as  you  know 
or  —  I  mean  of  the  purport  of  the  syndicate  holding  agreement 
and  of  your  having  entered  into  that  agreement  in  behalf  of  the 
Equitable?    A.  I  don't  think  there  was  any. 
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Q.  Yon  have  spoken  of  the  facts  that  the  payments  were  made 
to  Kuhn,  Loeb  &  Company  and  the  certificates  of  stock  delivered 
by  Kuhn,  Loeb  &  Company  and  you  went  on  also  to  mention  an 
interview  with  Mr.  Mortimer  Schiff.  A.  I  did  not  personally 
have  it.    It  was  had  in  my  oiRce,  with  Mr.  Mclntyre. 

Q.  Do  you  know  of  its  having  taken  place?     A.  Yes,  sir. 

Q.  Will  you  state  what  it  was?    A.  It  is  from  hearsay. 

Q.  "From  whose  statement?  A.  From  Mr.  Mclntyre's  state- 
ment to  me  last  spring. 

Q.  Is  there  any  memorandum  of  it  or  is  it  simply  a  verbal  re- 
port? A.  It  is  a  verbal  report.  I  may  have  a  memorandum  in 
my  Avork  somewhere. 

0.  But  is  it  what  you  stated  to  Superintendent  Hendricks?  A. 
Yes,  and  it  is  quite  clear  in  my  mind. 

Q.  You  have  already  stated  it  before  Superintendent  Hen- 
dricks, but  you  may  state  it  again.  A.  This  is  my  recollection. 
Mr.  Mortimer  Schiff  requested  that  the  Equitable  Life  carry  this 
Union  Pacific  holding  which  was  entered  on  our  books,  that  is  to 
£ay,  endorsed  as  a  syndicate  investment,  as  an  outright  invest- 
ment, and  I  testified  to  that  at  the  tail  end  of  the  testimony  in 
the  Hendricks  report. 

Q.  What  was  the  result  of  that  interview?  A.  That  it  was 
carried  in  a  different  way,  as  he  requested  officially  as  a  member 
of  the  firm. 

Q.  What  change  was  made  to  carry  it  in  a  different  way?  A.  It 
was  originally  carried  subject  to  correction  from  the  Finance  De- 
partment as  a  holding  syndicate,  now  it  is  carried  as  an  outright 
investment. 

Q.  Why  should  that  change  have  been  made  in  view  of  the  fact 
that  you  had  signed  this  agreement  on  behalf  of  the  Equitable 
and  that  it  was  a  holding  syndicate?  A.  He  suggested  the  change 
—  Kuhn,  Loeb  &  Company  suggested  the  change. 

Q.  I  mean  why  did  you  concur  in.  the  suggestion  or  in 
the  change  which  was  suggested  ?    A.  We  saw  no  objection. 

Q.  Why  was  it  not  objectionable  if  the  fact  was  you  were  in  a 
holding  syndicate?    A.  It  was  an  investment  besides. 

Q.  But  the  whole  truth  was  as  stated  in  the  report?  A.  There 
was  no — ^the  publication  of  the  thing  as  a  syndicate  holding  seems 
to  have  worried  Kuhn,  Loeb  &  Company  more  than  it  did  the 
Equitable,  since  we  published  it  as  a  syndicate  underwriting  and 
they  requested  it  be  changed.   • 


Testimony  of  James  Hyde.  2273 

Q.  So  you  changed  to  favor  them?  A.  iSTo,  they  asked  us  to 
do  it  and  we  did  it. 

Q.  "Was  it  because  you  thought  the  report  as  it  had  been  made 
was  in  any  way  inaccurate?  A.  I  think  it  could  be  put  either 
way.  We  put  it  one  way  and  they  requested  the  change,  and  we 
saw  no  objection.  I  personally  gave  no  direction  that  the  change 
should  be  made. 

ME.  imTERMYEE,:  Did  not  Mr.  Mclntyre  follow  Mr.  Gil- 
christ in  the  investment  department  and  direct  the  change  to  be 
made? 

THE  WITNESS:  I  think  so.  I  did  not  personally  make  the 
change. 

Q.  Did  Mr.  Mclntyre  direct  it  ?     A.  Yes. 

Q.  At  your  instance  ?     A.  ISTo,  I  say 

Q.  With  your  approval?  A.  I  simply  learned  of  it  last  spring 
when  I  was  refreshing  my  mind  on  this  thing,  as  I  had  been  pretty 
well  attacked  on  it. 

Q.  Inasmuch  as  you  are  repeating  what  Mr.  Mclntyre  says  to 
you,  and  the  evidence  is  in  the  nature  of  hearsay,  it  is  fair  to  bring 
to  yoiTr  attention  v»hat  Mr.  Schiff  has  testified  upon  that  point  with 

reference  to  his  son's  statements  to  him.     He  says A.  That 

seems  to  be  perfectly  fair. 

Q.  He  says,  "  It  came  to  my  notice  some  four  or  six  weeks  ago 
while  I  was  at  Bar  Harbor — I  think  in  the  Evening  Post  there 
was  a  statement  that  printed  books  of  the  testimony  had  been 
distributed  by  Mr.  Hendricks,  and  it  is  said  this  was  part  of  the 
testimony.  I  sent  immediately — no,  the  Evening  Post  did  not 
say  one  of  the  partners.  It  said,  Mr.  Mortimer  Schiff,  the 
son  of  Mr.  Schiff.  I  immediately  telegraphed  to  New  York — my 
son  is  in  Europe — I  immediately  telegraphed  to  ISTew  York  to  cable 
to  my  son  to  find  out  whether  he  had- — whether  that  was  correct 
testimony.  The  reply  of  my  son,  which  I  will  be  very  glad  to 
furnish  you  in  the  original,  says,  when  the  report  last  year  of  the 
•Equitable  appeared,  he  found  a  statement  in  it  that  they  had  so 
and  so  much  Union  Pacific  preferred  in  the  syndicate,  and  he  said 
he  immediately  went  over  and  saw  Mr.  Mclntyre  and  told  him  the 
same  thing  that  I  told  in  my  testimony,  that  we  knew  nothing  of 
it,  and  we  recognized  in  such  holdings  that  Mr.  Hyde  was  the 
holder  and  the  Equitable  had  no  interest  in  it  io  our  knowledge. 
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And  Mv.  Mclntyre  said  in  answer  it  would  be  corrected."  Is  that 
according  to  your  understanding  of  it  ?  A.  Well,  I  must  abide  by 
Mr.  Mclntyre's  testimony. 

Mr.  TJlsTTEKMYER:  The  question  is,  is  that  in  accordance  with 
your  understanding? 

THE  WITNESS:  Well,  is  not  that  in  accordance  with  what 
I  have  already  testified?  That  was  not  what  Mr.  Mclntyre  re- 
peated to  me.  My  testimony  on  tl^it  will  be  found  in  the  Hen- 
dricks report. 

Q.  Well,  without  going  back  to  that,  upon  wiiom  did  Kuhn, 
Loeb  &  Company  make  the  demand  for  payment  under  the  syndi- 
cate subscription  ?  A.  They  were  made  on  me,  and  always  turned 
over  to  the  Equitable. 

Q.  They  were  made  upon  you  individually?  A.  Yes,  and  at 
once  turned  over  to  the  Equitable. 

Q.  Whose  checks  were  sent  in  response  to  the  demands  ?  A.  I 
am  very  glad  you  asked  me  that  question.     The  Equitable's  checks. 

Q.  You  did  not  send  them  yourself?     A.  No,  sir. 

Q.  To  whom  were  the  receipts,  if  any,  furnished  ?  A,  The  re- 
ceipts for  the  checks? 

Q.  The  receipts  for  the  money,  the  calls,  if  any  receipts  were 
given?  A.  I  don't  remember  whether  there  were  any  receipts 
given  or  not.  I  should  think  the  endorsement  of  the  check  would 
have  been  considered. 

Q.  Did  you  get  any  letters  of  acknowledgment  addressed  to 
you?     A.  I  don't  remember.     I  think  so,  probably. 

Q.  Was  not  this  a  matter  with  regard  to  which  other  members 
of  the  Executive  Committee  should  have  been  acquainted?  A. 
Mr.  Alexander  did  not  think  it  necessary,  and  Mr.  Harriman  re- 
queste,d  that  they  be  not  advised  of  it. 

Q.  Well,  did  Mr.  Harriman  make  that  request  of  you  when 
he  asked  you  to  sign  the  original  agreement  ?     A.  No,  afterward. 

Q.  How  long  afterward?  A.  Now,  would  you  repeat  that 
question  ? 

Q.  Did  Mr.  Harriman  make  that  request  of  you  when  he  asked 
you  to  sign  the  original  agreement?  A.  No,  he  made  that  re- 
quest the  day  of  the  first  conversation. 

Q.  You  mean  before  the  agreement  was  signed  ?  A.  Yes,  and 
I  repeated  that  to  Mr.  Alexander. 
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Q.  Well,  what  did  Mr.  Harriman  give  you  as  the  reason  for  n'ot 
acquainting  the  Executive  Committee  with  the  facts?  A.  Be- 
caiise  he  wanted  this  pool  kept  as  secret  as  possible. 

Q.  Although  the  Equitable  was  to  be  the  responsible  party? 
A.  Be  one  of  them. 

Q.  I  mean  so  far  as  this  subscription  of  yoiirs  was  concerned? 
A.  I  presume  so. 

Q.  Did  he  say  that  to  you  in  so  many  words  ?     A.  Yes,  sir. 

Q.  And  you  referred  that  to  Mr.  Alexander  ?     A.  Yes,  sir. 

Q.  Did  he,  Mr.  Harriman,  tell  you  that  he  wanted  this  to  ap- 
pear as  your  individual  transaction  ?  A.  ISTo,  sir.  Mr.  Harriraan 
had  never  any  conversation  with  me  as  to  how  this  should  appear. 
The  only  conversation  ever  had  by  anybody  outside  of  the  Equi- 
table as  to  how  this  should  appear  was  with  the  representative  of 
the  firm  of  Kuhn,  Loeb  &  Company. 

Q.  Well,  I  understand  he  did  suggest  to-  you  signing  in  your 
individual  name?     A.  Yes. 

Q.  You  do  not  mean  to  correct  that  in  any  way  ?  A.  Oh,  no, 
I  meant  the  larger  statement  to  include  the  smaller  one. 

Q.  Well,  what,  according  to  Mr.Harriman's  statement  to  you, 
was  to  be  kept  secret,  the  fact  of  the  pool  or  the  fact  of  the  Equi- 
table's  interest  in  the  pool?  A.  He  wanted  the  entire  matter 
kep  as  quiet  as  possible. 

Q.  The  whole  matter  of  the  pool  ?     A.  Yes,  sir. 

Q.  And  why  was  that?  A.  I  don't  know.  He  refused  even 
to  give  the  statement  of  the  pool  or  those  signing  it  to  the  super- 
intendent of  insurance  who  clamored  for  it  last  spring. 

Q.  How  do  you  know  that?  A.  Because  ]\Ir.  Hendricks 
clamored  with  me  to  clamor  with  Mr.  Harriman  for  it. 

Q.  And  nothing  came  of  the  clamor  ?     A.  No,  sir. 

Q.  Did  you  know  who  the  other  signers  of  the  agreement  were  ? 
A.  I  saw  the  other  signatures  when  I  signed  the  paper. 

Q.  Did  Mr.  Harriman  understand  that  the  confidence  was  to  ex- 
tend to  Mr.  Alexander?    A.  Yes,  sir;  I  told  him  so. 

Q.  And  that  it  was  to  go  no  further  ?  A.  He  said  he  hoped  it 
would  go  no  further.  I  hope  I  have  been  very  complete  on  that 
point,  as  I  am  very  desirous  of  having  the  entire  matter  elucidated. 

Q.  I  have  asked  you  in  regard  to  every  class  of  it  which  comes 
to  my  mind,  but  if  I  have  omitted  to  ask  for  anything,  which  you 
desire  to  have  stated,  I  would  be  glad  to  have  you  state  it?  A. 
ISTo,  sir,  I  think  I  have  brought  in  everything. 


2276  Legislative  Insurance  Investigation. 

Q.  The  next  syndicate  is  E"o.  24,  the  Southern  Eailway.  A.  I 
had  nothing  to  do  with  that,  sir. 

Q.  Managers,  Blair  &  Company.  E"ow,  I  am  advised  by  the 
Equitable,  it  is  in  evidence,  that  James  H.  Hyde  and  associates 
had  a  participation  in  that  syndicate  of  $250,000.  Is  that  so  ? 
A.  I  do  not  find  it  on  my  record,  and  I  have  been  through  them 
very  carefully.  It  is  the  first  time  our  records  have  been  at 
variance. 

MR.  UNTERMYEE:  You  mean  that  you  find  you  had  per- 
sonally no  interest. 

THE  "WITNESS :    I  am  talking  about  myself  personally,  sir. 

Q.  That  was  not  my  question.  Perhaps  I  did  ask  the  ques- 
tion in  the  first  instance  in  a  way  to  call  for  that  answer.  But 
the  point  I  really  want  to  know  first  is  did  James  H.  Hyde  and 
associates  have  a  participation  in  that  syndicate  ?  A.  I  don't 
remember.     I  don't  remember,  but  individually  I  have  none. 

Q.  And  you  don't  know  who  comprised  James  H.  Hyde  and 
associates,  if  they  did  have  a  participation  ?     A.  'No,  sir. 

Q.  You  have  no  record  at  all  about  it,  and  no  recollection  ? 
A.  No. 

Q.  It  would  seem  from  the  information  given  by  the  officers  of 
the  Equitable  that  in  this  case  the  entire  participation  of  James 
H.  Hyde  and  associates  was  made  over  to  the  Equitable,  to  wit, 
$250,000.  That  brings  to  my  mind  the  question  again  which  I 
asked  a  little  while  ago,  what  rule  or  guide  had  you  in  determin- 
ing whether  you  would  keep  a  part  of  a  participation  for  yourself 
or  divide  it  up  among  personalities  as  you  might  call  them,  or 
give  it  all  over  to  the  Equitable  ?  A.  I  cannot  add  any  to  what  I 
have  already  testified  on  that,  Mr.  Hughes. 

Q.  Was  there  any  guide  ?  A.  Each  individual  thing  was  taken 
up  on  its  merits.     I  have  tried  to  be  as  full 

ME.  UlSTTEEMYEE:  Mr.  Hughes  wants  you  to  state  again 
the  reasons  which  impelled  one  course  or  another. 

ME.  HUGHES :   If  there  are  any. 

THE  WITNESS :  I  have  said  all  that  as  completely  as  I  can. 

Q.  The  next  one  is  No.  25,  the  Intemationaol  Navigation  Com- 
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paiiy  Eirst  Mortgage  Bond  syndicate.  What  was  James  H.  Hyde 
and  associates'  participation  in  that  ?  A.  I  think  it  was  a  million. 
Personally  I  had  a  participation  of  two  hundred  thousand  dollars 
on  which  I  made  a  loss  of  fifty  thousand  dollars. 

Q.  Are  you  referring  to  the  International  Mercantile  Marine  ? 
A.  Yes. 

Q.  Are  you  referring  to  the  same  syndicate  to  which  you  re- 
ferred this  morning,  out  of  your  own  allotment  in  which  you  gave 
a  participation  to  George  H.  Squire,  trustee  ?  A.  Are  there  two 
syndicates  of  that? 

Q.  Yes,  there  are  two  syndicates  ?  A.  The  syndicate  that  I 
personally  was  individually  in  I  have  down  in  my  list  as  Inter- 
national Marine  Navigation. 

ME.  UNTEEMYEK:   There  were  two  syndicates. 

Q.  The  syndicate  in  which  you  were  personally  interested  and 
made  this  loss,  was  the  International  Mercantile  Marine  syndicate 
that  was  floating  fifty  million  of  dollars  of  bonds  of  that  company  ? 
A.  I  think  so. 

Q.  ISTow,  this  particular  syndicate  25,  called  the  International 
Navigation  first  mortgage  bond  syndicate,  was  a  different  matter, 
wasn't  it?     A.   I  think  so. 

Q.  Now,  in  that  latter  syndicate  James  H.  Hyde  and  associates 
had  a  participation,  did  it  not  ?     A.  I  don't  remember. 

Q.  And,  not  remembering  that,  you  don't  remember,  of  course, 
who  were  associated  with  you  ?  A.  I  knew  that  I  as  an  individual 
had  nothing  in  that. 

Q.  Nothing  in  that  syndicate  ?  A.  No,  but  in  the  second  syn- 
dicate, which  is  known  as  the  International  Marine,  I  did  have  a 
participation. 

Q.  Yes.  That  was  the  one  we  went  over  this  morning  in  con- 
nection with  George  II.  Squire,  trustee.     A.  Yes,  sir. 

Q.  The  distinction  being  that  the  Equitable  had  no  interest  in 
that  large  syndicate,  the  International  Marine  ?     A.  Yes. 

Q.  But  did  have  an  interest  in  the  other  syndicate  called  the 
International  Navigation  Company  first  mortgage  bonds?  A. 
The  Equitable  owned  some  bonds  in  that  and  the  other  was  con- 
sidered an  unsafe  syndicate  for  the  Equitable  to  invest  in,  and 
the  results  proved  that  our  judgment  was  pretty  accurate. 

Q.  The  next  is  No.  26.  Before  we  leave  the  International 
Mercantile  Marine,  was  there  an  allotment  offered  to  you,  that 
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is,  to  the  Equitable,  in  the  International  Mercantile  Marine  syn- 
dicate, the  fifty-million  dollar  syndicate?     A.  I  don't  remember. 

Q.  I  was  thinking  of  bringing  out  the  fact,  if  it  were  such  a 
fact,  that  such  an  offer  was  made  and  it  was  turned  down.  Is 
that  so?  A.  I  presume  that  we  could  have  gotten  in  if  we 
wanted  to. 

Q.  ISTo,  but  was  the  offer  actually  made  and  was  it  refused? 
A.  I  don't  remember. 

ME.  UNTEEMYEE:  Was  not  there  an  offer  made  to  James 
H.  Hyde  and  associates? 

THE  WITNESS:    Yes,  I  think  so. 

Q.  And  that  Avas  refused?    A.  I  think  so. 

ME.  UlSTTEEMYEE:    0\  was  not  this  part  of  it? 

THE  WITjSTESS:  Well,  it  was  refused  as  far  as  the  ]]:quitable 
took  it,  but  the  individuals  took  it  and  lost  their  money,  which 
was  a  lucky  thing  for  the  Equitable. 

Q.  That  was  an  unexpected  result,  wasn't  it?  A.  Yes,  that 
was  one  of  the  cases  where  it  worked  the  other  way. 

Q.  ISTo.  26,  Union  Pacific  1^  year  five  per  cent,  note  syndicate. 
A.  I  was  not  in  that,  Mr.  Hughes. 

Q.  Now,  here  is  an  illustration  of  a  direct  allotment  absolutely 
to  the  Equitable  from  Kuhn,  Loeb  &  Company  in  1903,  after 
the  date  of  the  letter.    How  do  you  explain  that? 

ME.  UNTEEMYEE:    It  shows  they  knew  the  difference. 

THE  WITNESS:    It  shows  they  knew  the  difference. 

Q.  Well,  don't  repeat  Mr.  Untermyer's  statement. 

ME.  UNTEEMYEE:  -  Why  not? 

A.  Why  not,  if  it  is  the  fact? 

ME.  HUGHES :    I  want  his  unaided  evidence. 

Q.  What  I  want  to  get  at  is  this,  why  did  not  Kuhn,  Loeb  & 
Pompany,  so  far  as  you  know,  give  you  the  allotment  in  the  name 
of  James  H.  Hyde  and  associates  instead  of  giving  it  to  the  Equi- 
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table?  A.  I  don't  know.  I  don't  know  the  workings  of  tteir 
minds. 

Q.  ISTo,  but  have  you  any  idea  of  the  reasons  for  a  departure 
from  the  course  which  you  had  requested?  A.  That  departure 
was  very  unusual.    It  may  have  been  just  the  result  of  an  accident. 

Q.  An  oversight,  perhaps?  A.  I  don''t  think  there  was  any 
great  reason  for  doing  it. 

Q.  Were  you  interested  in  that  Union  Pacific  1^  year  five  per 
cent,  note  syndicate?    A.  ISTo,  sir. 

Q.  The  next  is  ISTos.  27  and  28,  a  syndicate  which  was  men- 
tioned in  the  Frick  report.    A.  "Which  one  was  that? 

Q.  Philadelphia,  Baltimore  &  Washington  bond  syndicate  and 
the  Long  Island  Railroad  4  per  cent,  bond  syndicate? 

ME.  inSTTEEMYEE:  That  is  on  your  list.     J, 

THE  WITNESS:    Yes.  '^ 

Q.  In  your  communication  to  the  Frick  Committee  you  have 
stated  I  believe  that  the  special  allotment  of  $600,000  from  Kuhn, 
Loeb  &  Company  was  to  James  H.  Hyde  and  associates. 

ME.  XJISTTEEMYEE:  We  have  the  statement  as  to  that 
transaction 

Q.  Pardon  me  a  moment.  And  you  also  gave  the  division  of 
this  allotment  into  interests  of  $X50,000  each  between  James  W. 
Alexander,  James  H.  Hyde,  George  H.  Squire  and  W.  H.  Mcln- 
tyre  ?    A.     Yes. 

Q.  We  are  advised  by  the  Society  that  in  fact  you  received  two 
allotments,  one  of  $500,000  and  one  of  $100,000.  A.  Probably 
that  $100,000 

Q.  And  that  the  Equitable  received  a  participation  of  $100,000 
and  that  the  four  individuals  got  $125,000  each.  Which  is  the 
correct  statement  ?  A.  Where  is  the  contradiction,  Mr.  Hughes  ? 
I  do  not  quite  see  where  the  contradiction  comes. 

Q.  The  contradiction  is  that  in  your  letter  you  state  that 
$600,000  was  divided  among  the  four  individuals  named.  In 
the  Equitable  statement  it  appears  that  there  were  two  allotments, 
one  of  $500,000  and  one  of  $100,000,  and  that  the  latter  was 
taken  by  the  Equitable  and  the  $500,000  divided  among  the  four 
individuals.  Is  that  correct?  A.  I  presume  T  must  have  made 
a  mistake  in  preparing  this  statement.     They  were  prepared  hur- 
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riedly  and  under  great  stress.     But  I  think  that  that  statement 
which  I  prepared  myself  corrects  that  error  (producing  paper). 

ME.  HUGHES:   I  offer  it  in  evidence, 

(Paper  marked  Exhihit  361.) 

MR.  HUGHES:  This  is  the  first  one  of  these  yarious  syndi- 
cates that  have  been  mentioned  I  believe  that  figures  in  the  Erick 
report,  is  it  not? 

ME.  TJNTEEMYEE:  Yes. 

Q.  "Was  there  any  reason  for  not  communicating  these  other 
syndicates  to  the  Erick  Committee  ?  A.  There  v^as  a  reason.  I 
don't  remember  the  reason. 

ME.  UNTEEMYEE:  The  reason  was  that  we  were  only 
asked  to  report  the  syndicates  as  to  which  the  Equitable  bought 
the  bonds,  in  which  Mr.  Hyde  was  interested,  and  we  reported 
them  all. 

THE  WITNESS:  That  was  it.  They  wrote  a  letter  asking 
for  information  and  I  prepared  it  that  way. 

ME.  UISTTEEMYEE:  I  have  prepared  for  you  and  the 
Committee,  if  you  like,  a  full  list  of  all  James  H.  Hyde  and  asso- 
ciates syndicates  in  which  Mr.  Hyde  made  lossess  and  profits  and 
the  list  of  syndicates  of  Eitzgerald  and  associates  and  Squire 
and  associates  in  which  he  made  losses  and  profits,  showing  a 
complete  statement  of  his  whole  history  and  the  whole  connec- 
tion with  the  syndicate  transactions,  showing  a  net  loss  on  all  the 
transactions. 

ME.  HUGHES:  I  am  very  glad  to  have  those  and  I  will 
put  them  in  evidence  in  just  a  moment.  I  am  nearly  through  with 
the  various  syndicates. 

Q.  The  next  syndicate,  Imperial  Japanese  Government  No. 
29,  that  is  correctly  stated  in  the  Erick  report,  is  it  not?  A. 
There  were  three  Japanese  syndicates,  Mr.  Huo'hes. 

Q.  Yes,  this  is  the  first?    A.  Yes. 

THE  "WITISTESS:  In  connection  with  the  statement  that  Mr. 
Untermyer  suggested  handing  in,  I  would  like  to  read  here  or 
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hand  in  a  statement  and  read  it  of  tlie  net  receipts,  and  the 
history  of  my  connection  as  far  as  profits  are  concerned,  with 
the  Equitable,  which  I  would  like  to  read 

Q.  In  just  a  moment,  I  will  put  it  in;  in  just  a  moment  I  will 
put  in  all  these  statements  together.  A.  All  right,  whichever  is 
most  convenient  to  you. 

Q.  I  would  like  to  finish  the  statement  of  these  syndicates  so 
we  can  have  the  data  as  condensed  as  possible.  Th.e  next  is  ISo, 
30,  Southern  Pacific  Railroad  Company  First  Refunding  4'a. 
That  was  not  mentioned  in  the  Fiick  report  or  in  your  letter? 
A.  I  had  nothing  to  do  with  it  individually. 

Q.  James  H.  Hyde  and  associates  had  a  participation  there  of 
$2,000,000,  did  they  not?  A.  I  have  not  the  records  in  front 
of  me,  but  I  as  an  individual  was  not  in  that  syndicate. 

Q.  Our  information  is  that  James  H.  Hyde  and  associates  re- 
ceived a  participation  of  $2,000,000  and  divided  it  up  among 
the  Equitable  Life,  the  Equitable  Trust  Company  and  the  Mer- 
cantile Trust  Company.  Is  that  correct?  A.  I  believe  so.  If 
those  records  are  all  carefully  prepared. 

Q.  The  next  one  is  Wo.  31,  Atchison,  Topeka  &  Santa  Ee  4  per 
cent,  convertible  bond  syndicate.  Is  that  the  same  one  mentioned 
in  the  Erick  report?  A.  I  was  in  one  syndicate  of  Atclilson, 
Topeka  &  Santa  Ee.  There  were  eight  syndicates  mentioned 
I  think  in  the  Erick  report.  I  don't  remember  whether  this 
Atchison  was  mentioned. 

ME.  TJE'TEEMYEE:  It  was  mentioned. 

Q.  In  the  Erick  report  there  is  mention  of  an  Atchison,  Topeka 
&  Santa  Ee  Eailroad  Company  4  per  cent,  serial  debenture  bond 
syndicate  and  an  allotment  of  $500,000  to  James  H.  Hyde  and 
associates  received  from  J.  P.  Morgan  &  Company  and  that  that 
was  divided  between  Mr.  Alexander,  Mr.  Hyde,  Mr.  Squire, 
Mr.  Eitzgerald  and  Mr.  Mclntyre.  Now,  there  is  mention  by  the 
Equitable  of  an  Atchison,  Topeka  &  Santa  Ee  4  per  cent,  con- 
vertible bond  syndicate,  and  it  is  stated  that  the  Society  received 
the  whole  of  James  H.  Hyde  and  associates'  participation  of 
$T50,000.  Do  you  remember  that?  A.  I  presume  that  is  cor- 
rect. 

Q.  That  is  a  different  syndicate,  is  it  not  ?    A.  Yes,  sir. 

Q.  No.  32,  United  States  of  Mexico  4  per  cent,  gold  bond 
syndicate.     Were  you  interested  in  that?     A.  Personally? 
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Q.  Yes.    A.  I  assume  these  questions  refer  to  me  personally ! 

Q.  That  does.     A.  No,  sir. 

Q.  You  were  interested  as  James  H.  Hyde  and  associates  ?  A. 
"No,  sir;  I  was  not  in  any  v/ay  coianected  with  that. 

Q.  The  statement  from  the  Society A.  I  was  connected 

as  associate,  but  I  mean  I  individually  was  not  connected  with  it. 

Q.  The  information  from  the  Society  is  that  James  H.  Hyde 
and  associates  had  a  participation  which  was  the  allotment  which 
they  transferred  to  the  Society.  Is  that  correct  ?  A.  I  presume 
so.     I  have  not  the  records  in  front  of  me. 

ME.  WHSTTHEOP:  In  that  syndicate  you  will  find  they  trans- 
ferred a  certain  part  o.f  that  allotment  to  the  Mercantile  Trust 
and  Bank  of  Commerce. 

ME.  HTJQ-HES:  The  information  is  here  that  the  Society  re- 
ceived the  entire  allotment. 

ME.  WIISTTHEOP:  And  then  it  was  distributed. 

Q.  Then  the  last  syndicate  mentioned,  No.  33,  was  a  direct 
participation  by  the  Society  in  the  Imperial  Japanese  4^  per 
cent,  syndicate.  Did  you  have  any  interest  in  that  syndicate  ? 
A.  It  depends  which  number  it  was.     There  were  three  syndicates. 

Q.  This  was  the  4^  per  cent,  syndicate?  A.  If  you  will  give 
me  the  date? 

Q.  March  23,  1905. 

ME.  UNTEEMVEE:  No,  he  had  nothing  to  do  with  it. 

THE  WITNESS:  No. 

ME.  HUGHES:  Now,  if  you  will  let  me  have  those  papers, 
Mr.  Untermyer,  I  will  put  them  in  evidence. 

(Papers  produced.) 

ME.  HUGHES :  This  first  paper  produced  is  James  H.  Hyde 
and  associates,  syndicate  in  which  James  H.  Hyde  made  losses 
and  profits.     I  ofl'e-r  that  in  evidence. 

(Paper  marked  Exhibit  362.) 

ME.  HNTEEMYEE:  You  will  understand  that  is  his  entire 
dealings,  whether  they  were  losses  or  profits. 
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THE  WITNESS:  That  is  my  entire  syndicate  history. 

Q.  That  is  your  evidence  ?     A.  Yes,  prepared  to  he  handed  in. 

THE  WITNESS:  That  is  estimated  on  the  present  market 
value. 

Q.  You  do  not  carry  it  on  your  hooks  at  par  ?  A.  No,  sir,  not 
like  the  Ne^.v  York  Life. 

Q.  And  against  that  net  loss  you  have  fifty  thousand  dollars 
of  the  International  Mercantile  Marine  honds,  have  you  ? 

ME.  TTNTERMYER:  No,  that  is  the  loss  on  the  Mercantile 
Marine  bonds. 

THE  WITNESS :  That  is  the  loss  on  them.  ^ 

Q.  What  amount  of  bonds  did  you  get  in  that  ?  A.  I  don't  re- 
member. 

Q.  What  was  your  participation  ?      A.    $200,000. 

Q.  You  treat  tlicm  as  worth  seventy-five  thousand?  A.  I 
think  so.      I  have  them  looked  up  to  see  what  the  market  was. 

ME.  HUGHES:  Now,  the  second  statement  that  you  offer  is 
headed,  "  Net  result  of  all  syndicates  in  which  Mr.  Hyde  was 
interested."      I  offer  that  in  evidence. 

(Paper  marked  Exhibit  363.) 

MR.  HUGHES:  This  statement  begins  with  a  balance  carried 
forward. 

Q.  Was  not  the  Equitable  in  the  Pittsburg  &  Toledo  ?  A.  I 
don't  remember. 

Q.  Yea,  the  Equitable  was  in  that  syndicate  and  got  some 
securities,  and  the  only  reason  I  suppose  it  has  not  a  loss  to  figure 
in  is  because  it  has  not  disposed  of  tJiem  ?     A.  I  suppose  that  is  it. 

Q.  Wliat  was  the  United  States  Eetilty  Gjostruction  syndicate  ? 
A.  That  was  a  personal  investment  mth  wliich  the  Equitable  had 
nothing  to  do,  if  that  is  what  I  presume  your  question  means. 

Q.  Yes.  Was  that  a  syndicate  or  an  investment,  an  ordinary 
stock  investment,  the  United  States  Realty  Compaaiy?  A.  It  was 
a  syndicate. 

MR.  UNITERM  YER :    It  was  a  sjiidica-te,  a  very  large  otip. 


2284  Legislative  Insurance  Investigation. 

Q.  Were  other  officers  of  the  Equitable  in  that  syndicate?  A. 
I  don't  remember. 

Q.  What  real  property  did  it  have  to  do  with? 

MR.  UNTEEMYEE:  It's  the  United  States  Eealty  &  Con- 
struction Company. 

ME.  HUGHES:    Yes. 

A.  It  had  to  do  with  a  great  deal  of  property  in  ITew  York, 
It  would  be  impossible  to  enumerate  it. 

Q.  Did  the  Equitable  deal  with  it  in  any  way?  A.  'No,  sir, 
no  connection. 

Q.  Now,  you  had  a  supplementary  statement  you  said  you 
wished  to  add  in  in  connection  with  these  papers?  What  is  that? 
A.  That  is  this  paper,  Mr.  Hughes  (producing  paper). 

Q.  Well,  this  is  a  sort  of  profit  and  loss  account  with  the  So- 
ciety ?  A.  Yes,  sir.  I  should  like  to  place  that  in  evidence  with 
your  permission. 

ME.  HUGHES :  Certainly,  if  you  wish  it.  I  offer  it  in  evi- 
dence. 

(The  paper  is  marked  Exhibit  364.) 

ME.  HUGHES:  This  statement  Mr.  Hyde  desires  to  have 
spread  upon  the  record  as  follows : 

(Exhibit  No.  364  read.) 

Q.  And  if  you  had  entered  into  another  such  syndicate  as  the 
United  States  Eealty  the  Equitable  would  have  owed  you  money, 
would  they  not  ? 

ME.  UNTEEMYEE:  If  they  had  taken  all  your  profits  and 
saddled  you  with  all  the  losses  they  would  owe  you  still  more. 

Q.  It  is  not  at  all  clear  to  me  why  you  should  have  gone  into 
your  pockets  to  contribute  $212,500  to  pay  up  a  loan  of  which  the 
Equitable  had  the  entire  benefit  and  representing  moneys  which 
you  had  never  received  ?  A.  Because  I  considered  myself  bound 
by  the  paper — as  I  have  previously  stated  in  spite  of  the  fact  that 
my  relations  with  those  two  gentlemen  were  rather  strained  by  the 
terms  of  the  letter  which  Mr.  Alexander  had  extracted  from  me. 

Q.  Was  it  a  fact  that  this  J.  W.  Alexander  No.  3  Account 
started  many  years  ago  ?    A.  So  I  am  told. 
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Q.  Were  you  also  told  that  it  was  started  in  the  administra- 
tion of  your  father,  or  the  account  of  which  it  was  the  successor  ? 
A.  I  know  nothing  about  my  father's  connection  with  that  accoimt. 

Q.  No,  but  in  connection  with  the  information  you  received 
which  led  you  to  pay  this  amount  of  money,  did  you  ascertain 
that  it  was  an  old  account  ?    A.  i^To,  sir. 

Q.  Going  back  a  couple  of  years  ?  A.  I  did  not  examine  into 
the  history  of  it. 

Q.  I  understand  you  did  not  examine  into  it,  but  did  you  get 
any  information  in  regard  to  it?    A.  E"o,  sir,  absolutely  n^tne. 

Q.  You  did  not  know  how  old  it  was?  A.  jSTo,  and  I  don't 
know  now. 

Q.  What  was  this  paper  that  you  signed,  was  it  an  individual 
paper?    A.  Signed  as  vice-president. 

Q.  An  official  paper?    A.  Yes,  sir. 

Q.  On  what  ground,  or  why,  did  you  as  an  individual  recog- 
nize an  obligation  from  the  action  you  have  taken  as  an  officer  of 
the  company?    A.  Because  I  felt  myself  bound  to  do  it. 

Q.  Why?  A.  I  have  stated  my  reasons,  Mr.  Hughes.  I  can- 
not invent  any  additional  ones. 

Q.  If  the  Equitable  had  this  money  and  the  benefit  of  it,  and 
it  happened  to  be  in  other  names,  and  you  as  an  officer  had  given 
a  paper  to  the  Mercantile  Trust  Company  stating  the  fact  that 
it  was  an  Equitable  matter,  why  should  not  you  have  told  the 
Mercantile  Trust  Cjompany  to  collect  from  the  Equitable,  and  it 
was  no  concern  of  yours?  A.  Because  the  Equitable  repudiated 
it  under  the  new  administration. 

Q.  That  did  not  bind  yoii,  did  it?  A.  Was  not  that  letter  rather 
binding  in  its  effect,  that  I  have  signed? 

Q.  It  purported  to  be  official.  A.  But  I  had  no  authority  to 
commit  the  Society  as  an  official  without  the  authority  of  the 
Society,  Mr.  Hughes. 

Q.  Why  did  you  pay  any  part  of  it,  if  Mr.  Alexander  got  you 
to  sign  the  letter.  Why  did  not  Mr.  Alexander  pay  it  all?  A, 
Because,  I  understand,  he  was  financially  embarrassed  and  paid 
as  large  an  amount  as,  he  could.  That  is  what  I  am  told  from  hear- 
say.   I  don't  know  as  to  his  assets. 

Q.  The  fact  of  the  whole  transaction  is  that  it  was  a  proper 
matter  for  the  Equitable  to  pay,  but  in  view  of  the  existing  situa- 
tion, created  by  the  action  of  the  present  administration  in  re- 
pudiating the  liability,  you  felt  morally  responsible  to  make  good 
a  part  of  it?    A.  Tea. 
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Q.  That  is  the  whole  thing?    A.  Yes. 

Q.  And  I  presume  that  Mr.  Alexander  was  actuated  by  the 
same  motive?    A.  Yes,  sir. 

Q.  Do  you  recall  the  making  of  a  loan  to  Mr.  Harriman  of 
two  million  seven  hundred  thousand  dollai-s  in  May,  1901?  A. 
No,  sir,  but  I  prepared  a  full  statement  on  that  fact  from  the 
record  of  the  Society. . 

Q.  Have  you  that  statement  here  ?  A.  Yes,  sir,  which  I  should 
be  glad  to 

Q.  Will  you  produce  it,  please?  A.  Yes,  sir.  Shall  I  read  this, 
Mr.  Hughes?    It  is  very  short. 

Q.  What  is  the  paper,  the  facts  as  to  this  loan?  A.  Yes,  sir, 
simply  the  facts  which  I  procured  for  myself  from  our  Finance 
Department. 

Q.  You  may  read  it.  A.  Loaned  to  E.  H.  Harriman,  May  3, 
1901,  $2,700,000,  due  January  15,  1904,  at  four  per  cent. 

It  was  renewed  January  15,  1902,  for  six  months  at  four  per 
cent.;  July  15,  1902,  for  six  months  at  four  per  cent.;  January  15 
1903,  for  five  months  at  four  and  one-half  per  cent.;  Jime  15, 
1903,  for  seven  months  at  five  per  cent.  It  was  paid  off  January 
15,  1904,  by  check  of  Kuhn,  Loeb  &  Company,  a?  Mr.  Harriman 
refused  to  pay  the  increased  rate  of  interest,  which  was  then  preva- 
lent, and  which  the  Executive  Committee  suggested  that  he  should 
pay.  The  collateral  on  the  original  loan  was  three  million  dollars 
Union  Pacific  certificates  for  four  per  cent,  convertible  bonds, 
afterwards  changed  for  thirty-six  thousand  shares  of  Union  Pa 
cific  preferred  stock,  and  on  July  28,  1903,  three  thousand  shares 
Union  Pacific  preferred  stock  was  received  as  additional  col- 
lateral. 

Q.  To  whom  was  the  application  made  for  that  loan  in  May, 
1901?  A.  I  don't  know,  sir,  I  had  nothing  to  do  with  making 
the  loan. 

Q.  Did  you  have  anything  to  do  with  it?  A.  No.  I  had  to 
do  with  paying  the  loan  off,  because  I  suggested  the  rate  of 
interest  should  be  raised. 

Q.  When  was  that?  A.  Shortly  before  it  was  paid  off,  and 
Mr.  Harriman  got  very  mad  and  paid  it  off. 

Q.  It  was  running  at  five  per  cent,  at  that  time?  A.  Yes,  sir. 
The  current  rate  of  interest  was  higher. 

Q.  To  what  did  you  ask  it  should  be  raised?  A.  I  don't  re- 
member; I  think  five  and  one-half  or  six  per  cent.,  whatever  the 
market  rate  was  then. 
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Q.  Do  you  know,  what  the  purpose  of  the  original  loan  was? 
A.  No,  sir.  The  Society  was  in  the  habit  of  making  collateral 
loans  of  that  kind  on  satisfactory  collateral  at  satisfactory  rates 
of  interest.     It  was  in  the  current  course  of  b.usiness. 

Q.  You  know  nothing  about  the  matter?  A.  No,  and  I  did 
not  know  anything  about  it  until  I  ascertained  the  facts  the  other 
day  in  course  of  preparation  for  cross-examination. 

Q.  Had  you  any  interview  with  any  director  of  the  Equitable 
with  regard  to  the  settlement  of  a  suit  brought  by  Governor 
Odell  against  the  Mercantile  Trust  Company?  A.  Yes,  sir,  with 
Mr.  Harriman,  but  not  in  his  capacity  as  a  director  of  the  Equi- 
table, because  the  Equitable  had  nothing  to  do  with  it.  He  con- 
sulted with  me  as  a  director  of  the  Mercantile  Trust  Company. 
The  Equitable  had  nothing,  in  any  way,  shape  or  form  to  do 
with  it. 

Q.  Did  the  Equitable  Life  Assurance  Society  have  anything 
to  do  with  the  United  States  Shipbuilding  Company?     A.  No,  sir. 

Q.  Or  with  any  of  the  transactions  leading  to  the  flotation 
of  its  securities?     A.  Absolutely  nothing. 

Q.  Or  with  the  settlement  of  any  suits  brought  against  the 
Mercantile  Trust  Company?     A.  No,  sir. 

Q.  "Was  any  money  paid  to  Governor  Odell  out  of  the  funds 
of  the  Equitable  Life  Assurance  Society,  directly  or  indirectly, 
in  the  settlement  of  his  suit  against  the  Mercantile  Trust  Com- 
pany? A.  No,  sir;  I  have  learned  as  an  ofiicer  of  the  Mercantile 
Trust  Company  that  the  payment  for  that  settlement  was  paid 
out  of  the  Mercantile  Trust  Company  on  the  advice  of  counsel, 
Mr.  Colby. 

Q.  Do  you  know  as  a  matter  of  fact  whether  any  effort  was 
made  by  any  one  connected  with  the  Equitable  Life  Assurance 
Sooiety  or  any  one  to  have  any  payment  made  by  the  Equitable 
in  the  settlement-  of  any  claim  by  Governor  Odell  against  the 
United  States  Shipbuilding  Company?  A.  I  know  of  nothing 
in  that  connection. 

Q.  Did  Mr.  Harriman  ever  suggest  to  you  that  the  claim  be 
settled?  A.  Yes,  sir.  He  suggested  to  me  that  there  was  then 
a  great  deal  of  rumor  in  the  newspapers  that  an  effort  would  be 
made  to  repeal  the  charter  of  the  Mercantile  Trust  Company, 
which  was  a  valuable  charter,  and  the  Equitable  Life  has  a  very 
large  investment  in  the  company. 

Q.  What  was  that,  to  repeal  the  charter?    A.  Yes,  of  the  Mer- 
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cantile  Trust  Company,  and  tfeat  had  a  great  deal  to  do  with  what 
was  considered  the  advisability  of  making  that  settlement. 

Q.  Explain  what  you  mean  by  repeal  of  the  charter.  A.  I 
mean  exactly  what  I  say.  I  do  not  mean  to  be  impertinent  in 
answering  that  way. 

Q.  Certainly  not,  but  I  do  not  understand.  Can  you  elaborate 
that?  What  was  said  to  Mr.  Harriman  as  to  anything  that  could 
be  done  to  repeal  the  charter  of  the  Mercantile  Trust  Company? 
A.  I  suppose  he  feared  retaliatory  measures  on  the  part  of  that 
powerful  gentleman. 

Q.  Why  should  you  suppose  so?  A.  I  don't  know;  he  seemed 
to  think  so. 

Q.  In  what  form  was  that  suggestion  made?  A.  In  just  that 
naked  form. 

Q.  Well,  that  there  was  danger  that  the  charter  would  be  re- 
pealed?   A.  Yes. 

Q.  Had  any  step  been  taken  in  that  direction?  A.  There 
were  rumors  of  steps.  I  don't  know  myself  of  any  step  of  my 
own  knowledge.  He  suggested  it  and  the  counsel  of  the  Mer- 
cantile Trust  Company  and  the  members  of  the  Executive  Com- 
mittee recommended  it,  and  I  as  an  officer  of  the  company  knew 
of  it,  and  did  not  oppose  it,  but  I  did  not  originate  it  or  direct  it. 

Q.  When  you  say  he  suggested  it,  you  are  referring  to  whom? 
A.  Mr.  Harriman. 

Q.  That  is  the  settlement?  A.  Yes,  sir,  as  a  director  of  the 
Mercantile  Trust  Company.  I  want  it  distinctly  understood  that 
the  Equitable  Life  had  nothing  to  do  with  that,  or  any  other 
shipbuilding  matter.  ' 

Q.  Do  you  know  yourself  of  any  measures  taken  to  repeal 
the  charter  of  the  Mercantile  Trust  Company?  A.  I  know 
simply  that  there  were  rumors  of  it. 

Q.  What  was  the  amount  of  Governor  Odell's  claim?  A.  t 
don't  remember  the  details  of  it.  I  simply  know  as  the  result 
of  investigation  of  a  sum  of  money  that  was  paid  in  settlement. 

Q.  What  was  that  ?    A.  $75,000. 

Q.  Eld  you  understand  what  proportion  that  was  of  the  entire 
claim  approximately?     A.  No,  sir. 

ME.  UNTEKMYEE:  The  bonds  were  retained. 

THE  WITISTESS:  The  bonds  were  retained,  and  I  think 
they  subsequently  attained  some  value  in  the  market,  or  had  some 
value. 
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Q.  This  $75,000  was  over  and  above .    A.  Yes,  sir. 

Q.  The  bonds  which  were  retained?  A.  I  think  the  bonds,  I 
don't  remember  the  details  of  it;  I  think  the  bonds  were  reor- 
ganized and  regained  some  value. 

Q.  What  was  the  total  amount  of  the  investment?  A.  I  don't 
know,  Mr.  Hughes. 

Q.  What  was  the  amount  of  the  bonds  that  Governor  Odell 
held  in  face  value?  A.  I  don't  know,  Mr.  Hughes,  I  am  not 
familiar  with  the  details  of  the  transaction. 

Q.  Mr.  Untermyer  says  he  thinks  it  was  $180,000.  Is  that 
approximately  it?  A.  I  would  not  like  to  say,  Mr.  Hughes,  be- 
cause I  don't  know. 

Q.  Do  you  know  what  amount  was  obtained  upon  those  bonds 
in  addition  to  the  $75,000  ? 

MK.  lJ]Srp;E.MYEE:  They  finally  realize  about  52  cents 
in  figuring  in  the  new  securities. 

the'  WITISTESS:  Mr.  Hughes,  my  understand  is,  as  I 
remember  it,  although  I  am  very  hazy  on  it,  my  recollection  is 
that  $75,000,  paid  in  this  settlement  plus  the  market  value  of 
the  then  market  value  of  his  bonds,  brought  him  out  about  even 
on  the  investment. 

MR.  USTTEEMYEE:  Oh,  no. 

Q.  Mr.  Untermyer  says  no,  what  is  the  fact? 

ME.  UNTTEEMYEE:  I  don't  know,  it  brought  him  out  more 
than  fifty  or  sixty  cents  on  the  dollar. 

Q.  It  is  not  of  much  moment  except  to  have  it  accurate.  A.  I 
would  not  like  to  state,  because  I  am  not  clear  on  that. 

Q.  I  want  to  inquire  further  as  to  the  steps  taken  or  the 
rumors  that  you  heard  of  steps  to  repeal  the  charter  of  the  Mer- 
cantile Trust  Company.  What  is  the  charter  of  the  Mercantile 
Trust  Company  —  what  is  its  origin?  A.  I  don't  know.  The 
Equitable's  interest  in  the  trust  company  antedated  twenty  years 
my  connection  with  the  company. 

Q.  Was  it  a  special  charter  ?  A.  I  have  been  told  so,  yes,  sir. 
I  am  not  myself  familiar  with  the  details  of  the  charter. 

Q.  Do  you  know  under  what  name  it  was  incorporated,  the 
original  company?  A.  !N^o,  sir;  I  am  not  familiar  with  the  de- 
tails. 
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Q.  I  want  you  to  state  specifically  and  understanding  the  im- 
portance of  the  fact  that  the  statement  should  be  accurate  and 
definite,  just  what  Mr.  Harriman  said  upon  that  point?  A.  lie 
suggested  the  advisability  of  a  settlement  in  view  of  the  power- 
ful interests  'in  Albany,  which  was  antagonistic  to  the  Mercantile 
Trust  Company.  I  have  thought  that  over  carefully,  and  that 
is  as  clear  and  succinct  as  I  can  make  it. 

Q.  When  did  that  take  place  ?     A.  That  conversation  ? 

Q.  Yes.     A.  Shortly  before  tlie  settlement. 

Q.  When  was  the  settlement?  A.  I  don't  remember  the  date. 
That  could  be  found  from  the  Mercantile  Trust  Company.  I 
think  it  was  some  time  last  year —  the  latter  part  of  last  year. 

Q.  And  did  he- in  that  interview  say  anything  about  any  repeal 
of  the  charter  of  the  Mercantile  Trust  Company  ?     A.  Yes,  sir. 

Q.  And  what  exactly  did  he  say  upon  that  point?  A.  lie  said 
there  was  a  possibility  of  it  and  we  had  heard  also  on  investiga- 
tion  

Q.  I  want  you  to  state  what  Mr.  Harriman  said  as  definitely 
as  you  can.  A.  He  said  there  was  a  possibility  of  that  powerful 
interest  at  Albany  doing  harm,  being  antagonistic  on  account  of 
this  shipbuilding  loss,  doing  harm  to  one  of  the  valuable  assets  of 
the  Equitable,  which  was  the  Mercantile  Trust. 

Q.  Did  he  say  anything  specifically  as  to  the  repeal  of  tlie  char- 
ter ?     A.  Yes,  sir,  he  mentioned  that  as  a  possibility. 

Q.  By  legislation?  A.  Yes,  sir;  and  it  was  also  rumored  in 
the  newspapers. 

Q.  So  far  as  you  know,  was  any  bill  ever  introduced  for  that 
purpose?     A.  I  think  so. 

Q.  Where  did  you  get  that  information?  A.  From  my  recol- 
lection ;  I  could  not  tell  you  where  I  got  it  from. 

Q.  Do  you  know  when  it  was  introduced  ?     A.  No,  sir. 

Q.  Do  you  know  who  introduced  it  ?     A.  ISTo,  sir. 

Q.  Do  you  recall  whether  such  a  bill  was  introduced  prior  to 
the  settlement  ?     A.  Yes,  sir  3  othervdse  there  would  not  have 

Q.  How  long  before?     A.  I  don't  remember. 

Q.  Did  Mr.  Harriman  say  anything  to  you  about  the  intro- 
duction of  a  bill  for  that  purpose?  A.  No,  sir.  I  knew  that 
counsel  of  the  Mercantile  recommended  it,  principally  that  the 
officors  of  the  Mercantile  acted. 
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BY  THE  CHAIEMAN: 


Q.  On  his  recommendation?  A.  On  the  recommendation  of 
counsel. 

BY  MR,  HUGHES: 

Q.  And  the  money  was  paid  by  the  Mercantile  ?     A.  Yes,  sir. 

Q.  In  that  connection  or  otherwise,  was  there  anything  said 
to  you  about  obtaining  an  appointment  as  ambassador?  A.  No, 
sir. 

Q.  Was  that  suggested  to  you  by  an^  director  of  the  Equitable  ? 
A.  That  was  first  suggested  to  me  by  Mr.  Frick  about  a  year  and 
a  half  ago,  sir. 

Q.  What  did  he  say  on  the  subject?  A.  He  suggested  it,  and 
I  never  solicited  it,  and  never  sought  it;  naturally  I  would  have 
been  pleased  if  I  had  gotten  it. 

Q.  Did  any  other  directors  of  the  Equitable  say  anything  to  you 
about  it?  A-  Later — considerably  later.  I  think  their  reasons 
for  taking  this  extraordinary  interest  in  my  absence  from  this 
country  became  rather  obvious  since  then. 

Q.  What  do  you  mean  by  that?  A.  I  think  they  thought  they 
would  acquit  themselves  of  their  friendly  stewardship  with  great 
profit  and  pleasure  to  themselves. 

Q.  To  whom  do  you  refer?     A.  To  the  person  who  suggested  it. 

Q.  Who  was  he?     A.  Mr.  Frick. 

Q.  Well,  anybody  else?  A.  I  think  Mr.  Harriman  would  not 
have  looked  on  it  with  great  regret.  I  say  that  seriously,  although 
it  seems  to  provoke  a  great  deal  of  mirth. 

Q.  We  must  pay  no  attention  to  the  audience. 

MR.  UlSTTERMYEE:     I  notice  that  Mr.  Hughes  never  does. 
MR.  HUGHES :     I  will  not  in  this  instance  either. 
MR.  UlSTTERMYER:     Be  consistent. 

Q.  Did  you  have  any  talik  with  Mr.  Frick  about  that?  A.  Last 
fall. 

Q.  And  what  was  that?  A.  I  simply  solicited  his  report,  but 
I  wanted  it  distinctly  understood  that  he  had  nothing  to  do  with 
the  inception  of  the  idea,  to  my  knowledge. 

Q.  Did  he  support  it  later?  A.  He  said  he  would  try  to  use 
his  friendly  offices. 

Q.  Did  you  have  any  interview  with  Mr.  Harriman  after  the 
appointment  of  the  Frick  Committee  in  regard  to  the  work  of 
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that  committee  or  its  report?    A.  He  led  me  to  believe,  through 
a  mutual  friend,  that  the  report  of  that  committee  would  be  very 
friendly  to  me,  and  did  everything  he  could  to  dissuade  me  from  ■ 
selling  my  stock,  at  the  same  time  doing  everything  on  that  Com- 
mittee to  knife  me  and  destroy  the  value  of  tlie  stock. 

Q.  Those  are  very  serious  statements.  A.  Yes,  sir,  and  I  have 
had  a  good  many  sleepless  nights  to  reflect  on  them  and  long  sad 
days. 

Q.  You  make  these  statements  as  a  matter  of  your  reflection 
and  conclusions  ?     A.  Yes,  sir. 

Q.  But  do  you  base  them  upon  any  -actual  interviews  and  state- 
ments made  to  you  by  Mr.  Harriman?  A.  Base  them  on  both, 
both  reflection  and  observation. 

Q.  Now,  what  in  the  way  of  actual  statements  do  you  base  them 
on?  A.  Statements  made  to  my  counsel  by  two  members  of  that 
Committee.  - 

Q.  In  your  presence?     A.  !N'o,  sir. 

BY  THE  CHAIRMAN": 

Q.  You  mean  Mr.  Frick  instead  of  Mr.  Harriman?  I  think 
you  misspoke  yourself,  Mr.  Hyde?  A.  I  refer  to  both  of  those 
gentlemen. 

THE  CHAIRMAN:    I  did  not  know  Mr.  Harriman  was  in  it. 

MR.  HUGHES:     I  think  the  witness  said  Mr.  Harriman. 

THE  WITNESS:     I  mean  both  of  those  gentlemen. 

Q.  Did  Mr.  Harriman  ever  make  any  sta'jsment  to  you  with 
regard  to  the  Frick  Committee?  A.  No,  sir,  but  he  made  to  my 
coimsel  in  the  matter. 

Q.  And  by  your  counsel  you  mean  whom?  A.  I  mean  Mr. 
Gulliver. 

Q.  "When  you  say  he  led  you  to  believe  that  the  report  of  the 
Frick  Committee  would  be  favorable  to  you,  you  mean  that  he 
said  that  to  you  personally,  or  said  anything  to  you  that  led  you 
to  believe  that?  A.  He  suggested  the  conception  and  inception 
of  the  Frick  Committee  was  supposed  to  be  friendly  to  me  and 
was  suggested  as  such. 

Q.  That  is  the  appointment  of  the  Committee  and  the  investiga- 
tion ?  A.  Yes,  sir.  I  do  not  mean  friendly  in  any  wrong  sense 
of  the  word ;  friendly  as  to  the  facts  and  merits  of  the  case  would 
permit  them  to  be. 
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Q.  You  understood  the  Erick  Committee  was  appointed  to  do 
its  duty  impartially?     A.  Yes,  sir. 

Q.  And  if  the  result  justly  reflected  upon  you,  you  were  to  take 
whatever  criticism  you  would  get  ?     A.  Naturally. 

Q.  Was  there  anything  said  to  you  which  led  you  to  believe 
there  would  he  any  partiality  shown  to  you  by  the  Committee? 
A.  No,  sir. 

Q.  You  have  said  that  he  did  what  he  could  to  injure  you.  A. 
Yes,  I  think  so. 

Q.  Is  that  based  upon  any  fact  that  ever  came  to  your  knowl- 
edge, directly  or  from  statements  made  by  others?     A.  Both. 

Q.  And  upon  what  facts  known  to  you  directly  is  it  based  ?  A. 
Because  I  do  not  think  their  investigation,  nor  their  report,  was 
in  all  details  fair. 

Q.  You  inferred  it  from  the  result  of  their  proceedings?  A. 
Yes,  sir,  and  I  think  that  Committee  hoped  by  the  aid  of  con- 
spiracy— and  I  use  that  word  under  considerable  reflection  on  the 
subject — -I  have  said  it  in  the  Board  of  Directors — and  by  clique 
and  by  cabal  to  deprive  me  of  my  rights  and  keep  the  control  of 
the  Society. 

Q.  What  right  have  you  to  think  that  in  view  of  the  fact  that 
you  held  the  control  of  the  stock?  A.  I  think  they  were  doing 
everything  they  could  to  destroy  that,  posing  meanwhile  as  my 
friends,  while  on  the  other  side  I  was  being  attacked  by  Mr.  Alex- 
ander and  his  friends,  and  powerful  interests  behind  him,  under 
a  sham  and  guise  of  mutualization. 

Q.  Your  statement  with  regard  to  the  efforts  that  were  made 
to  injure  are  of  very  serious  import.     A.  Yes,  sir. 

Q.  ISTow,  do  you  know  of  any  facts  which  would  lend  support  to 
that  view  that  the  proceedings  of  the  Committee  and  its  report 
were  designed  to  be  unjust  to  you?  A.  I  do  not  think  they  in- 
vestigated the  facts  thoroughly. 

Q.  Have  you  any  fact  within  your  knowledge  which  will  show 
any  intention,  any  on  their  part,  to  injure  you?  A.  Will  you 
repeat  that  question. 

Q.  Have  you  any  facts  within  your  knowledge  showing  any 
intent  on  their  part  to  injure  you?  A.  As  I  have  said,  I  do  not 
think  the  investigation  was  fair. 

BY  ME.  UNTEEMYEE: 

Q.  Did  they  try  to  buy  your  stock  ?    A.  They  talked  about  it. 
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BY  MR.  HUGHES: 

Q.  I  merely  want  to  reduce  your  statement  by  analysis,  so  that 
they  may  be  entirely  fair  to  you  and  fair  to  others.  A.  That 
is  perfectly  correct. 

Q.  In  the  effort  to  ascertain  what  of  it  is  due  to  ill-feeling  and 
reflection  with  regard  to  those  matters,  and  what  is  due  to  facts 
which  support  the  conclusion  which  you  have  reached.  Now, 
what  facts  have  you  wilhin  your  knowledge,  which  show  any 
intention  on  the  part  of  the  Frick  Committee  to  deal  with  you 
unfairly?  A.  I  say  I  do  not  think  their  investigation  was  fair, 
nor  do  I  think  it  complete. 

Q.  Is  there  anything  beyond  your  criticism  of  the  scope  of  their 
investigation?  A.  And  I  think  they  had  decided  to  seize  the 
control  of  the  Society. 

Q.  Through  a  purchase  of  your  stock?  A-  Yes,  after  having 
battered  me  up  and  having  done  everything  they  could  to  de- 
stroy the  market  value  of  the  stock. 

Q.  What  facts  have  you  within  your  knowledge  that  they  had 
any  idea  of  buying  your  stock?  A.  By  conversations  several 
members  of  that  Committee  had  with  my  counsel. 

Q.  Any  conversations  with  you  ?    A.  Jlo,  sir. 

Q.  The  counsel  you  refer  to  is  Mr.  Gulliver  ?    A.  Yes,  sir. 

Q.  Have  you  anything  besides  the  fact  of  those  conversations 
reported  to  you  with  reference  to  a  desire  to  buy  your  stock,  which 
showed  any  intent  on  the  part  of  the  Frick  Committee  to  get  an 
advantage  from  the  situation  ?  A.  I  think  the  representative,  for 
instance — Mr.  Frick  who  was  Chairman  of  that  Committee,  at 
that  election  in  February  became  a  member  of  the  Executive  Com- 
mittee, and  endeavoring  from  the  beginning  of  his  being  on  <,hat 
Committee  to  absolutely  dominate  the  entire  Society  and  in- 
augurate a  reign  of  terror  such  as  I  have  never  seen. 

Q.  I  want  to  get  by  the  general  observation  and  your  general 
opinion,  which,  of  course,  you  are  entitled  to,  hold  as  an  indi- 
vidual.   A.  Yes,  sir.    I  understand  what  you  are  trying  to  do. 

Q.  In  order  that  the  Committee  may  know  what  facts  precisely 
there  were  which  could  support  an  impartial  judgment  on  such 
matters,  iffow,  did  any  member  of  the  Frick  Committee  say  or  do 
anything  to  you,  or  with  you  personally,  that  showed  any  desire 
to  buy  your  stock?  A.  I  say  conversations  of  members  of  that 
Committee  with  my  counseL 
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Q.  l^othing  with  you  personally?    A.  No,  sir. 

Q.  Was  any  offer  made  to  yon  for  your  stock,  except  the  offer 
made  by  Mr.  Eyan  ?    A.  No,  sir. 

Q.  Will  you  state  what  led  you  to  accept  Mr.  Eyan's  offer?  A. 
I  stated  that  very  completely  in  a  letter  which  I  addressed  to  the 
Board  at  that  time,  and  as  it  is  a  difficult  thing  to  testify  about 
fully  I  would  like  to  use  that  letter  in  evidence. 

Q.  It  is  a  long  letter,  isn't  it  ?  A.  No,  it  is  not  a  long  letter — 
if  it  is  agreeable  to  you. 

BY  ME.  UNTEEMYEE: 

Q.  Didn't  somebody  absolutely  ask  you  to  move  the  adoption 
of  the  Frick  Eeport?  A.  Yes,  Mr.  Harriman  asked  me  to  move 
the  adoption  of  the  Frick  Eeport,  which  I  absolutely  declined  to 
do,  it  seemed  to  me  to  be  condemnatory  of  everything  that  hap- 
pened to  the  society,  and  I  was  adA'ised  by  counsel  that  such  a 
step  would  mean  throwing  the  Equitable  surely  where  it  seemed 
to  be  driving  very  much  at  that  moment,  in  the  hands  of  a  re- 
ceiver. 

Q.  While  Mr.  Untermyer  is  looking  for  that  letter  I  would 
like  you  to  state  fully  and  completely  all  that  was  done  with 
regard  to  this  appointment  as  ambassador,  if  there  is  anything  to 
add  to  what  you  have  already  said.  A.  I  think  perhaps  the  best 
way  would  be  to  repeat  "vvith  your  permission  what  I  have  already 
said  and  see  if  there  is 

Q.  Make  a  full  statement  of  it.  A.  As  I  have  already  testi- 
fied, Mr.  Frick  suggested  that ;  I  never  solicited,  never  had 
any  idea  of  it,  and  he  suggested  it  at  dinner  the  spring  before 
the  election — that  must  have  been  in  say  January  or  February 
— I  thought  it  was  more  or  less  a  pleasant  and  complimentary 
remark  and  paid  no  more  attention  to  it.  When  he  again  came 
back  with  the  suggestion,  said  he  thought  I  might  perhaps  have 
the  qualifications  to  fill  it,  and  that  he  thought  he  could  use  his 
influence  and  some  of  his  friends  to  procure  it  for  me.  I  then 
told  him  it  was  a  very  serious  step  for  me  to  take,  even  if  I  was 
able  to  get  it,  if  it  was  just  said  in  a  pleasant  way,  it  was  better  to 
drop  it,  but  if  he  really  meant  business  T  would  think  it  over  and 
let  him  know,  which  I  did.  Then  last  fall  on  my  return  home  I 
used  the  good  offices  of  some  of  my  friends  and  spoke  to  Mr. 
Schiff  in  a  perfectly  friendly  way  and  asked  if  he  would  endorse 
me  for  that  positron,  and  then  spoke  to  many  people  about  it. 
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Q.  Did  you  go  to  Washington?  A.  I  went  to  Washington  to 
the  White  House. 

Q.  With  whom?    A.  Went  there  myself. 

Q.  Any  one  accompany  you?    A.  !N"o,  sir. 

Q.  Did  Mr.  Ilai-riman  interest  himself  in  any  way  further  in 
the  matter?    A.  He  used  his  friendly  offices  in  the  matter. 

Q.  Didn't  Mr.  Schiff  interest  himself  any  further  in  the  matter? 
A.  'No,  sir.  Mr.  Schiff,  I  think,  had  some  conversation  with  Bliss 
on  the  matter  and  I  think  wrote  a  letter  to  the  White  House. 

Q.  Did  Senator  Depew?    A.  In  a  very  general  way. 

Q.  DidMr.  Frick?    A.  Mr.  Frick  was  the  active  gentleman. 

Q.  Have  you  now  stated  all  there  is  upon  that  point?  A.  I 
think  so,  T  have  endeavored  to,  Mr.  Hughes. 

Q.  ISTow,  the  letter  you  refer  to  as  the  sale  of  that  stock,  is  this 
letter  of  June  9,  1905?  A.  Yes,  sir.  Do  you  wish  m|  to  read 
that? 

ME.  HUGHES:    I  will  offer  it  in  evidence. 

(Paper  marked  Exhibit  ISTo.  365  and  read  by  Mr.  Hughes.) 

Q.  Did  you  receive  the  entire  consideration  mentioned  in  the 
-transfer  of  the  stock  to  Mr.  Ryan?  A.  You  mean  the  financial 
consideration? 

Q.  Yes.    A.  Yes,  sir. 

Q.  That  was  paid  in  cash  ?    A.  No,  in  a  certified  check. 

Q.  In  a  check  at  the  time?    A.  Yes,  sir. 

Q.  Was  there  any  agreement  or  understanding  of  any  sort 
with  Mr.  Eyan  as  to  the  return  of  the  stock?    A.  No,  sir. 

Q.  Or  the  return  of  the  money  in  a  contingency?    A.  No,  sir. 

Q.  Was  it  in  every  respect  an  absolute  sale?  A.  Yes;  there 
was  no  string  to  it. 

Q.  Of  any  kind?  A.  Yes,  sir.  I  use  slang  so  as  to  cut  short 
your  mind 

ME.  UNTEEMYEE:  Now,  when  you  said  yes,  sir,  you  meant 
no,  sir. 

THE  WITNESS:  No,  sir. 

HALEY  FISKE,  resumed. 
BY  ME.  HUGHES: 

Q.  You  desire,  I  understand,  to  make  a  correction  In  your 
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testimony?  A.  Yes.  You  asked  about  tlie  salary  paid  in  the 
Industrial  Department  of  the  former  Superintendent,  J.  A.  Megar- 
gee.  I  made  an  estimate  yesterday  which  I  find  far  out  of  the 
way.  The  salary  that  he  was  in  receipt  of  per  week  at  the  time 
he  left  was  $621.43.  That  was  the  gross  salary,  out  of  which  he 
had  to  pay  all  the  expenses  of  his  office.  You  asked  for  the 
average  salary  paid  superintendents.  I  have  had  It  cal- 
culated and  I  find  that  the  amount  in  1904 — ^the  average  amount 
was  $42.63,  the  average  per  week  for  assistant  superintendents 
was  $19.72.  Both  of  those  figures  exclude  the  Pacific  Coast,  as 
to  which  I  don't  know,  but  as  to  which  I  am  sure  if  they  were 
known  they  would  reduce  the  average.     I  am  very  much  obliged. 

THE  CHAIEMAlSr :  All  witnesses  who  have  been  subpoenaed 
for  to-day  are  requested  to  be  present  to-morrow.  The  Commit- 
tee will  adjourn  as  usual  until  10.30  o'clock  sharp  to-morrow 
morning. 

(Adjourned  to  10.30  A.  M.,  ISTovember  15,  1905.) 


COUNCIL  CHAIIBER, 

City  Hall,  New  Yoek  City. 

November  15,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

JAMES  F,  HYDE,  resumed. 

THE  WITNESS :  Mr.  Hughes,  before  we  start  can  I  make 
a  statement  ?  I  find,  Mr.  Hughes,  that  during  the  excitement  of 
testifying  yesterday  afternoon  I  must  have  misunderstood  one  of 
your  questions,  and  I  would  like  to  correct  the  statement.  You 
asked  me,  I  believe,  whether  I  had  personally  received  any  offers 
for  my  stock  and  I  said  that  I  had  not  received  any  offers.  I 
wish  to  correct  that  statement  and  say  that  I  did  receive  four 
different  offers  for  my  stock. 

Q.  Did  you  receive  any  offers  after  the  Frick  report?  A. 
Other  than  the  Ryan?    No,  sir — no,  sir. 

Q.  Were  there  any  offers  made  in  connection  with  any  of  the 
proceedings  before  the  Frick  Committee  or  at  a  time  when  the 
offers  were  connected  in  your  mind  with  such  proceedings  ?  A.  I 
think  Mr.  Frick  and  Mr.  Harriman  made  such  an  offer  both  to 
me  personally  and  to  my  counsel. 

Q.  What  was  the  offer  —  if  you  care  to  state  ?  A.  Yes,  sir ; 
the  offer  was  $5,000,000  for  the  entire  holding  and  $2,500,000 
for  half  of  it. 

BY  ME.  UNTERMYEE: 

Q.  Of  your  holdings  ?    A.   Of  my  holdings,  yes,  sir. 

BY  ME.  HUGHES: 

Q.  That  is  the  502  shares  held  in  trust  ?  A.  Yes,  sir,  when  T 
say  my  holdings  I  refer  to  that. 

Q.  What  were  the  other  offers  ?  A.  The  other  offer  was  made 
in  the  beginning.    The  first  offer  was  made  by  Mr.  Gould.     That 
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was  in  the  beginning  of  the  row  —  must  have  been  in  the  begin- 
ning of  February.  The  second  offer  was  made  by  Mr.  Frick  a 
few  minutes  before  the  first  board  meeting  of  February,  of  $5,- 
000,000  for  the  entire  holding  and  $2,500,000  for  half  the  holding. 

Q.  Was  that  a  cash  offer  ?  A.  Yes,  sir,  and  I  declined  both  ui' 
those  offers  as  I  did  not  think  it  was  for  the  best  interest  of  the 
Society  that  I  should  then  part  with  it,  or,  if  I  did  part  with  it,  I 
did  not  think  it  was  for  the  best  interests  of  the  Society  that  one 
individual  should  control  it. 

Q.  You  had  no  idea  of  parting  with  your  stock  at  that  time? 
A.  ISTo,  sir. 

BY  MR.  UNTEEMYEE: 

Q.  You  did  offer  to  part  with  it  to  the  Society  ?     A.  I  offered 

to  trustee  it  with  the  Society  for  five  years. 

BY  ME.  HUGHES : 

Q.  When  was  that?  A.  That  was  during  the  beginning  of 
this  trouble.  I  offered  first  to  trustee  it  for  five  years  and  then 
offered  to  have  the  Society  buy  it,  and  then  afterwards  it  was 
discovered  that  the  Society  did  not  have  the  legal  right  to  do  so. 

Q.  That  was  at  a  time  after  these  offers  had  been  made  ?  A. 
Yes,  sir. 

Q.  You  made  both  your  offers  to  the  Society  after  the  offers 
to  which  you  have  referred  ?     A.  Yes,  sir. 

Q.  That  is  the  first  two  offers?     A.  Yes,  sir. 

Q.  What  was  the  third  offer  ?  A.  The  third  offer  was  a  million 
dollars  from  Mr.  Tarbell. 

Q.  Was  that  a  cash  offer?  A.  Yes,  sir.  He  informed  me 
he  had  a  syndicate  of  gentlemen  who  were  ready  to  purchase  it 
for  that  large  amoimt  of  money. 

Q.  When  was  that?     A.  That  was  some  time  in  February. 

Q.  And  what  was  the  next  offer?  A.  Then  I  also  received 
an  offer  from  George  W.  Young  of  $7,000,000. 

Q.  When  was  that  ?  A.  I  should  say  that  was  the  end  of 
February  or  the  beginning  of  March ;  I  am  not  sure  of  the  exact 
date. 

Q.  Were  those  offers  verbal  offers  or  written  offers  ?  A.  They 
were  verbal  offers. 

Q.  Were  any  of  those  offers  made  in  the  presence  of  other 
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individuals  ?  A.  Mr.  Frick's  offer  was  made  in  the  presence  of 
Mr.  Krech,  and  I  have  Mr.  Krech's  permission  to  use  his  name 
as  to  that. 

BY  ME.  FNTERMTER: 

Q.  President  of  the  Equitable  Trust  Company?     A.  Yes,  sir. 

BY  ME.  HUGHES: 

Q.  I  note  Chapter  806,  of  the  Laws  of  1868,  an  Act  to  incor- 
porate the  Fireproof  Warehousing  Company  passed  May  9,  1868. 

I  note  upon  the  record,  Chapter  185,  of  the  Laws  of  1869, 
passed  April  14,  1869,  amending  the  act  entitled  an  Act  to  in- 
corporate the  Fireproof  Warehousing  Company  passed  May  9, 
1868. 

I  note  upon  the  record,  Chapter  121,  Laws  of  1890,  passed 
May  30,  1890,  enacting  that  the  name  of  the  Fireproof  Ware- 
housing Company,  a  corporation  created  under  the  special  act 
entitled  an  Act  to  incorporate  the  Fireproof  Warehousing  Com- 
pany, passed  May  9,  1868,  and  amended  April  14,  1869,  is  hereby 
changed  to  the  Mercantile  Loan  &  Warehouse  Company. 

I  note  upon  the  record.  Chapter  845,  of  the  Laws  of  1873, 
passed  June  27,  1873,  amending  an  act  entitled  an  Act  to  incor- 
porate the  Fireproof  Warehousing  Company,  passed  May  9,  1868, 
as  amended  by  an  act  entitled  an  Act  to  amend  the  act  entitled 
an  Act  to  incorporate  the  Fireproof  Warehousing  Company, 
March  30,  1870,  and  read  Section  6  of  the  said  Chapter  845  of 
the  Laws  of  1873  as  follows: 

That  the  corporate  name  of  said  company  shall  be  and  is 
hereby  changed  to  the  Mercantile  Trust  Company. 

Also  note  Cliapter  425  of  the  Laws  of  1880,  entitled  an  act 
to  amend  Chapter  806  of  the  Laws  of  1868  entitled  an  Act  to 
incorporate  the  Fireproof  Warehousing  Company,  passed  May 
26,  1880,  in  which  the  powers  of  the  said  company.  Subdivision 
6,  section  3,  providing  generally  to  have  and  exercise  such  powers 
as  are  usually  had  and  exercised  by  trust  companies. 

I  now  offer  in  evidence  Bill  No.  1895,  introductory  1334,  in 
Assembly,  March  31,  1904: 
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(The  Bill  was  marked  Exhibit  366  and  read  by  Mr.  Hughes.) 

ME.  HUGHES:  I  also  offer  Senate  Bill  No.  1,184,  Intro- 
ductory 8T0. 

(Bill  marked  Exhibit  36*7  and  read  by  Mr.  Hughes.) 

ME.  HUGHES:  The  Bill  is  identical  with  the  Assembly 
bill.  The  date  of  its  introduction  is  March  31,  1904,  the  same 
date  as  the  Assembly  bill. 

BY  ME.  HUGHES: 

Q.  Are  these  the  bills  to  which  you  referred  in  your  testimony 
yesterday?    A.  I  don't  know. 

ME.  UlSTTEEMYEE:  Mr.  Hyde  wanted  to  say  something 
about  shipbuilding. 

THE  WITINTESS:  I  would  like,  with  your  permission,  to 
digress  from  that  question  and  say  that  it  has  been  charged  in 
the  press  and  everywheie  that  I  have  had  an  interest  in  these 
settlements,  that  I  have  had  an  interest  in  the  securities  and  that 
1  have  been  in  various  ways  connected  with  the  shipbuilding 
enterprise.  I  wish  to  most  emphatically  state  that  in  no  way, 
shape,  form  or  manner  have  1  had  any  interest  or  connection  or 
profit  or  any  business  in  connection  with  it. 

BY  ME.  UNTEEMYEE: 

Q.  With  the  shipbuilding?    A.  "With  the  shipbuilding. 

Q.  Or  any  of  its  securities?  A.  Or  any  of  its  securities; 
never  had  anything  to  do  with  them,  never  had  any  investment 
in  them  or  any  profit  out  of  them. 

Q.  Did  the  Equitable  Society  have  anything  to  do  with  it? 
A.  No,  sir,  absolutely  nothing. 

Q.  Eeferring  to  the  stock  acquired  by  the  Equitable  Life 
Assurance  Society  in  the  Lawyer-i'  Title  Insurance  Company,  I 
find  under  date  of  March  16th  that  the  Equitable  purchased  two 
thousand  shares,  paying  tbereror  two  hundred  and  forty-eight 
thousand  dollars  for  the  Lawyers'  Title  Insurance  Company,  on 
March  16,  1901,  and  two  days  later,  to  wit,  March  18,  1901, 
sold  eleven  hundred  of  these  shares  to  George  H.  Squire  at  the 
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same  price  at  which  they  had  been  acquired,  to  wit,  one  hundred 
and  seventy -four.  Did  you  know  of  that  transaction?  A.  No, 
sir;  I  know  nothing  about  it. 

Q.  Were  you  a  member  of  the  Executive  Committee  at  the 
time?     A.  Yes,  sir. 

Q.  Can  you  explain  how  it  was  that  eleven  hundred  shares 
out  of  the  two  thousand  shares  acquired  by  the  Equitable  were 
immediately  made  over  to  Mr.  Squire  at  one  hundred  and  sev- 
enty-four?    A.  No,  sir. 

Q.  Did  you  ever  hear  of  that  transfer?  A.  I  don't  remember 
anything  about  it. 

Q.  Do  you  know  that  the  Lawyers'  Title  Insurance  Company 
stock  became  far  more  valuable  within  a  short  tirne  thereafter? 
A.  No,  sir.  I  know  there  has  been  a  rise  in  the  value,  but  I 
don't  know  what  connection. 

Q.  Did  you  in  the  course  of  August  and  September,  1901, 
acquire  stock  of  the  Lawyers'  Title  Insurance  Company?  A.  I 
was  out  of  the  country  at  that  time. 

Q.  I  have  here  a  statement  from  the  books  of  Williamson 
&  Squire  to  the  effect  that  they  bought  on  your  behalf  in 
August-to  September,  1901,  about  one  hundred  and  seven  shares 
of  Lawyers'  Title  Insurance  Company  stock  at  prices  ranging 
from  three  hundred  and  one  to  three  hundred  and  fifteen.  Are 
you  conversant  with  those  transactions?  A.  I  don't  remember  it, 
sir. 

Q.  Have  you  any  information  which  will  enable  you  to  refresh 
your  memory  of  that?    A.  No,  sir. 

Q.  Did  anybody  in  the  Summer  of  1901  have  the  authority  to 
buy  stock  on  your  behalf,  in  your  name?  A.  I  don't  remember 
anything  about  that  transaction. 

Q.  Did  you  put  in  Mr.  Squire's  hands  any  power  of  attorney, 
or  did  you  give  him  any  authority  to  buy  stock  on  your  behalf? 
A.  Mr.  Squire  never  held  a  power  of  attorney  from  me. 

Q.  Did  he  ever  have  any  authority  from  you  to  h\ij  any  stock 
on  your  behalf?  A.  No,  sir;  I  don't  remember  ever  executing 
any  orders  through  Williamson  &  Squire. 

Q.  I  call  your  attention  to  an  account  with  Wilh'amson  &  Squire 
last  year,  AugTist,  1901,  of  Hyde,  Squire  an  J  Mclntyre.  A.  I 
don't  remember  it,  sir.    It  must  be  there  if  it  is  on  your  record. 

Q.  Do  you  now  recollect  that  you  had  transactions  through 
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Williamson  &  Squire,  in  joint  account  with  George  H.  Squire  and 
Mr.  Mclntyre?  A.  If  tlie  records  say  so  they  must  be  right.  I 
Iiad  forgotten  it. 

Q.  Do  you  now  remember  it?  A.  I  remember  it  from  those 
records.     I  don't  remember  any  details  about  it. 

Q.  Does  that  in  any  way  aid  your  recollection  as  to  your  trans- 
actions in  1901?    A.  What  transactions  do  you  refer  to? 

Q.  I  refer  to  your  transactions  in  the  purchase  of  Lawyers'  Title 
Insurance  Company  stock.  A.  I  don't  follow  the  connection,  Mr. 
Hughes. 

Q.  I  want  to  know  whether  this  refreshes  your  memory  as  to 
your  buying  Lawyers'  Title  Insurance  Company  stock  in  the  sum- 
mer of  1901.     A.  No,  sir. 

Q.  Was  any  stock  sold  to  the  Equitable  Life  Assurance  Society 
of  the  Lawyer's'  Title  Insurance  Company  by  you?  A.  Yes,  sir. 
You  told  Mr.  Untermyer  you  would  ask  me  that  question  last 
night,  and  I  have  endeavored  to  refresh  my  memory  on  that  sub- 
ject. In  ISTovember,  1904,  I  sold  to  the  Society  at  their  request 
two  hundred  and  eighty  shares  at  315 

MR.  FNTERMYEE:    288  shaaes. 

THE  WITNESS:  288  shares  at  315,  which  was  then  the  mar- 
ket price,  and  which  was  fixed  by  the  purchaser. 

Q.  What  was  the  date,  please  ? 

ME.  UNTERMYER:     Nove^nber  30th. 

THE  WITNESS:    November,  1904. 

Q.  I  find  in  the  sheet  furnished  by  the  Society  the  entry  of  the 
purchase  of  208  shares  at  315  under  date  of  October  13,  1904, 
for  a  price  of  $90,259.    Is  that  the  transaction? 

MR.  UNTERMYER:  Is  that  208  or  288? 

MR.  HUGHES:     288. 

THE  WITNESS:     My  record  was  288, 

Q.  It  is  288  there.  A.  That  is  what  confused  me,  Mr.  Hughes. 
Yes,  si]',  that  is  the  transaction  I  refen-ed  to. 

Q.  J  noticed  that  the  name  of  the  ecller  is  given  in  the  Society's 
sheet  as  the  Mercantile  Trust  Company.    How  does  that  happen? 
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A.  Probably  they  laeli  my  security.  They  held  a  great  many  of 
my  securities. 

Q.  And  the  transaction  went  through  that  company?    A.  Tes. 

Q.  Is  that  the  only  sale  of  Lawyers'  Title  Insurance  Com- 
pany stock  that  you  have  made  directly  or  indirectly  to  the  Equi- 
table?   A.  Tes,  sir. 

ME.  TJNTEEMYEE:  "Won't  you  let  him  state  the  circum- 
stances under  which  that  was  made? 

MR.  HUGrllES:  Certainly,  if  he  desires  to  add  anything  to 
what  he  has  already  said. 

THE  WITNESS :  The  Society  had  quite  a  considerable  hold- 
ing, as  you  will  see  from  our  record  of  Lawyers'  Title  Company 
stock,  which  they  deemed  a  very  valuable  investment,  and  very 
useful  to  own.  They  were  desirous  of  increasing  their  holdings, 
as  it  is  not  a  large  capital  and  was  closely  held,  and  it  was  very 
difficult  to  increase  their  holding,  without  increasing  very  largely 
the  market  price.  Therefore,  we  picked  up  a  great  deal  of  that  in 
small  lots,  and  Mr.  Alexander  and  Mr.  Squire  asked  me  if  I  cared 
to  sell  any  of  my  holdings.  I  told  thena  I  would  sell  some  of  my 
holdings  and  they  bought  them  from  me  at  the  market  price. 

BY  ME.  m^TEEMYEE: 

Q.  How  was  the  market  fixed?    A.  They  fixed  the  market. 

Q.  Was  the  subject  discussed  at  an  informal  meeting?  A.  The 
subject  was  informally  discussed  and  formally  discussed  at  the 
meeting  of  the  Executive  Committee,  and  at  the  luncheon  which 
followed  three  times  a  week  of  the  Executive  Committee  when 
this  and  many  other  affairs  of  the  Equitable  were  discussed. 

Q.  You  told  them  to  find  out  what  the  market  was,  and  they 
told  you?    A.  Yes. 

Q.  And  you  took  that  price?    A.  Yes. 

BY  MR  HUGHES: 

Q.  Did  you  know  Williamson  &  Squire  ?  A.  I  have  never  seen 
Mr.  Williamson,  and  I  think  I  have  seen  Squire's  son  once  in  his 
office.    I  don't  remember  him  and  would  not  if  I  saw  him  now. 

Q.  Do  you  know  how  it  would  happen  that  stock  could  be 
bought  on  your  account  through  Williamson  &  Squire.  A.  I 
presume  it  must  have  been  through  Mr.  Squire. 
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Q.  Did  you  know  that  the  Society  from  time  to  time,  having 
sold  eleven  hundred  shares  of  Lawyers'  Title  Company  stock  to 
Mr.  Squire,  in  March,  1901,  within  a  short  time  thereafter, 
acquired  stock  in  the  same  company  from  Mr.  Squire  at  a  very 
largely  increased  price?    A.  !N"o,  sir. 

Q.  Did  you  know  what  stock  of  the  Lawyers'  Title  Insurance 
Company  was  being  acquired  from  Mr.  Squire?    A.  No,  sir. 

Q.  "What  attention  was  given  the  matter  of  the  acquisition  of 
securities  by  your  Executive  Committee?  A.  Supposed  to  be 
very  full  attention. 

Q.  What  attention  did  you  give?  A.  I  tried  to  do  my  part  of 
it,  sir. 

Q.  Did  you  ever  investigate  any  of  the  transactions  in  connec- 
tion with  the  purchase  of  Lawyers'  Title  Insurance  Company 
stock?    A.  No,  sir. 

Q.  "Were  you  aware  that  a  large  number  of  purchases  were 
made  from  "Williamson  &  Squire,  or  through  "Williamson  & 
Squire  ?  A.  I  knew  they,  as  brokers,  were  picking  it  up  for  us  in 
the  market. 

Q.  Did  you  know  they  were  picking  it  up  from  members  oi 
your  own  Committee?    A.  No,  sir. 

ME.  UNTERMYER:    Never  heard  of  it. 

THE  WITNESS:  Never  heard  of  it,  and  know  nothing  abqut 
it. 

Q.  Now,  I  find  from  the  statement  of  Williamson  &  Squire's 
book,  that  in  June,  1901,  and  in  September,  1901,  they  were 
buying  for  Thomas  D.  Jordan  Lawyers'  Title  Insurance  Com- 
pany stock?     A.  I  have  no  knowledge  of  that,  sir. 

Q.  And  I  call  your  attention  to  the  dates  and  particulars  of 
those  purchases,  and  to  the  facts  that  in  August  and  Septem- 
ber of  the  same  year,  they  were  buying  stock  of  the  same  com- 
pany on  your  account.  Does  that  bring  the  matter  to  youx 
recollection  ?    A.  I  don't  remember  anything  about-  it. 

Q.  Did  you  have  any  interview  with  Mr.  Jordan  about  the 
acquisition  of  Lawyers'  Insurance  Company  stock?    A.  No. 

Q.  Or  with  Mr.  Squire?     A.  No,  sir. 

Q.  Now,  I  find  from  the  purchase  sheets  of  your  company, 
the  Equitable  Company,  I  mean,  that  on  October  11,  1901,  the 
73 
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Equitable  Society  purchaser  four  hundred  and  eight  shares  of 
Lawyers'  Title  Insurance  Company  stock  from  the  American 
Deposit  &  Loan  Company,  at  the  price  of  $136,680.  The 
Amprican  Deposit  and  Loan  Company  was  the  company  which 
was  subsequently  continued  under  the  name  of  the  Equitable 
Trust  Company  ?     A.  Yes. 

Q.  And  in  1901,  after  the  Equitable  Society  had  acquired 
two  thousand  shares  of  the  Lawyers'  Title  Insurance  Oom-i 
pany  stock  from  Mr.  Squire,  and  immediately  resold  to  him  at 
the  same  price  eleven  hundred  shares  of  the  stock,  didn't  you 
know  that  officers  of  the  Equitable  were  buying  stock  in  the 
name  of  the  American  Deposit  &  Loan  Company?  A.  No, 
sir. 

Q.  I  mean  stock  of  the  same  company,  the  Lawyers'  Title 
Insurance  Company?     A.  Yes,  sir. 

MB.  UNTERMYEE:  You  mean  no,  sir. 

THE  WITNESS:   I  mean,  no,  sir. 

Q.  And  then  selling  that  stock  to  the  Equitable  in  the  name 
of  the  American  Deposit  &  'Loan  Company  ?     A.  JSTo,  sir. 

Q.  And  taking  the  profits  ?     A.  No,  sir. 

Q.  You  had  nothing  whatever  to  do  with  that?     A.  No,  sir. 

Q.  Is  this  the  first  intimation  you  have  had  of  that?  A.  Yes, 
sir. 

Q.  Who  is  0.  E.  Williamson?  A.  C.  E.  Williamson  is  now 
my  private  secretary,  and  was  one  of  my  secretaries  on  the  pay- 
roll of  the  Equitable.  I  have  a  statement  which  I  prepared  on 
that  subject  which  I  would  be  very  glad  to  hand  in  with  your 
permission. 

Q.  In  a  few  minutes  we  will  go  into  that  in  more  detail,  but 
T  now  want  to  identify  him  generally.     A.  Yes,  sir. 

Q.  He  had  been  one  of  your  secretaries  for  a  number  of 
years?  A.  Yes,  sir,  and  was  one  of  my  father's  secretaries 
before  I  was  connected  with  the  Equitable. 

Q.  Was  he  one  of  your  secretaries  in  1901?     A.  Yes    sir 

well  he  was  in  the  employ  of  the  Equitable  acting  as  secretary. 

Q.  Well,  acting  under  you?     A.  Yes,  sir. 

Q.  Is  it  the  fact  that  he  obtained  in  his  name  a  loan  from 
the  American  Deposit  &  Loan  Company  and  furnished  the 
amount  of  money  which  was  required  for  the  purchase  of  stock 
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from  the  Lawyers'  Title  Insurance  Company?  A.  ISTot  to  my 
knowledge. 

Q.  You  never  heard  of  that  transaction?     A.  No. 

Q.  Did  William  H.  Mclntyre  have  a  power  of  attorney  from 
you  in  1901  to  deposit  checks  to  the  credit  of  your  account?  A. 
I  don't  remember. 

Q.  Or  to  draw  checks  on  your  behalf?     A.  I  don't  remember. 

Q.  Or  to  attend  to  any  banking  business  or  other  business  in 
your  absence?  A.  I  cannot  remember  what  was  the  condition 
of  my  powers  of  attorney  at  that  time. 

Q.  Did  you  keep  an  account  with  the  American  Deposit  & 
Loan  Company  in  1904?     A.  A  deposit  account? 

Q.  Tes.     A,  I  don't  remember,  positively,  I  don't  remember. 

Q.  Did  you  ever  receive  any  moneys  from  George  H.  Squire  or 
any  checks  or  any  division  of  profits  on  stock  transaction  ?  A.  I 
don't  remember. 

Q.  Is  that  a  matter  as  to  which  you  can  refresh  your  recollec- 
tion ?     A.  It  is  very  difficult,  well  nigh  impossible. 

Q.  Why  is  it  difficult,  haven't  you  books?  A.  Yes,  sir,  but  I 
don't  know ;  it  would  be  very  difficult. 

MR  UNTERMYEE:  What  was  it;  I  did  not  hear  you? 

THE  WITNESS :   What  was  your  question? 

Q.  I  asked  why  it  would  be  difficult?  A.  Because  my  books 
are  in  a  very  confused  state  and  my  archives  and  things  have 
never  been  thoroughly  arranged  since  I  left  the  Equitable. 

Q.  I  note  in  the  purchase  sheet  furnished  by  the  Equitable 
Society  under  date  of  May  15,  1901,  purchase  of  650  shares  of 
the  Lawyers'  Mortgage  Insurance  Company  stock  for  the  price  of 
$81,250  from  George  H.  Squire,  Did  you  know  of  that  purchase  ? 
A.  No,  sir. 

Q.  Do  you  know  whether  or  not  that  was  brought  before  the 
Executive  Committee  ?     A.  I  don't  know,  sir. 

Q.  Was  it  possible  under  the  methods  in  vogue  in  the  Equitable 
Society  in  1901  for  Mr,  Squire  to  sell  stock  to  the  Society  without 
the  knowledge  of  the  executive  officers?  A.  There  was  a  sub- 
committee appointed,  Mr.  Squire  and  I,  to  buy  and  sell  securities. 
I  don't  remember  the. date  of  that  appointment. 

MR  TJNTEEMYEE:   That  was  much  later. 
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THE  WITNESS:  I  think  it  was  later. 

ME.  HUGHES :  That  was  in  1902  or  1903,  was  it  not  J 

MR.  UNTEEMYEE:   1903. 

THE  WITKESS :    1903. 

Q.  But  in  1901  was  it  possible  for  Mr.  Squire  to  sell  stocks  - 


A.  I  don't  think  so,  unless  he  had  a  special  authorization  or  acted 
under  the  order  of  the  president,  which  sometimes  was  done. 

Q.  Pardon  me  a  moment.  Was  it  possible  for  him  to  sell  his 
own  stocks  to  the  Society  without  the  knowledge  of  the  executive 
officers  ?     A.  I  don't  know. 

Q.  I  see  by  the  statement  furnished  by  Williamson  &  Squire 
that  the  stock  of  the  Lawyers'  Mortgage  Insurance  Company  was 
bought  on  your  behalf  in  August  and  September,  1901.  A>. 
August  and  September,  1901,  I  was  out  of  the  country. 

Q.  I  understand  that,  but  it  nevertheless  appears  that  in  your 
absence  stock  was  bought  on  your  account.  Now,  do  you  know 
anything  about  that?     A.  I  have  no  recollection  on  the  subject. 

Q.  You  don't  know  who  handled  the  matter  for  you  ?     A.  No. 

Q.  You  don't  know  where  the  moneys  were  deposited  ?     A.  No. 

Q.  Or  I  mean  how  the  moneys  were  paid  ?     A.  No. 

Q.  You  don't  know  whether  the  stock  so  acquired  was  sold? 
A.  No. 

Q.  Or  to  whom  it  was  sold  ?    A.  No. 

Q.  Know  nothing  about  it  ?     A.  No. 

ME.  UNTEEMYEE:  Of  course  we  did  not  nnderstand  that 
you  were  asking  for  such  information. 

ME.  HUGHES:  I  told  you  I  was  going  to  ask  about  any 
acquisition  of  stock  in  the  Lawyers'  Insurance  Company. 

ME.  UNTEEMYEE:  We  supposed  you  referred  to  one  trans- 
action, which  we  found. 

ME.  HUGHES:  I  cannot  help  your  supposition.  I  supposed 
you  knew  all  about  it. 

ME.  UNTEEMYEE:  That  was  the  only  one  we  found. 
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Q.  I  have  already  noticed  a  purchase  by  the  Equitable  ol  the 
Lawyers'  Title  and  Insurance  Company's  stock  under  date  of 
October  11, 1901,  from  the  American  Deposit  and  Loan  Company. 
I  also  find  on  the  same  date  a  purchase  of  805  shares  for  a  price 
of  $169,855  from  the  American  Deposit  and  Loan  Company.  A. 
I  know  nothing  about  that. 

Q.  Do  you  know  anything  about  that?    A.  No,  sir. 

Q.  Do  you  know  who  got  the  profits  on  that  sale  ?     A.  'No. 

Q.  Did  you  get  any  part  of  them  ?  A.  I  have  no  recollection 
of  that. 

Q.  Is  this  the  first  you  have  ever  heard  of  any  sale  by  the  Amer- 
ican Deposit  and  Loan  Company  to  the  Equitable  or  Lawyers' 
Mortgage  Insurance  Company's  stock?  A.  Your  mention  of  it 
this  morning  is  the  first  I  heard  of  it. 

Q.  Mr.  C.  E.  Williamson  never  spoke  of  it  to  you  ?     A.  Wo. 

Q.  Did  Mr.  C.  E.  Williamson  act  as  secretary  or  in  a  confiden- 
tial capacity  for  any  other  officer  of  the  company  except  yourself? 
A.  I  don't  know,  sir.  He  probably,  when  I  was  out  of  the  country 
that  summer,  may  have  done  work  for  other  officers,  as  there  was 
less  work  to  do  for  me.  I  never  discussed  the  matter  with  Mr. 
Williamson. 

Q.  I  called  your  attention  to  certain  purchases  through  William- 
son &  Squire  for  the  account  of  Thomas  D.  Jordan.  I  also  show 
you  a  statement  of  certain  purchases  by  Williamson  &  Squire  for 
the  account  of  George  H.  Squire,  and  also  certain  purchases  for 
your  account  by  the  same  firm.  Now,  last  year  there  seemed  to 
have  been  some  sales  for  the  joint  account  of  yourself,  Squire  and 
Mclntyre.     A.  I  don't  remember  anything  about  it,  sir. 

Q.  And  those  sales  were  of  Lawyers'  Mortgage  Insurance  Com- 
pany stock.  Who  attended  to  that  matter  for  you,  if  anyone, 
or  who  had  power  to  attend  to  such  a  matter  for  you  ?  A.  I  don't 
remember  who  attended  to  that  for  me,  sir. 

Q.  Were  you  in  the  country  last  August?  A.  No,  sir.  August 
of  this  year,  you  mean.  Mr.  Hughes,  do  you  refer  to  August 
of  last  year? 

ME.  UNTEEMYEE:  Mr.  Hughes,  when  you  refer  to  his  being 
in  the  country  or  not  being  in  the  country  last  August  you  mean 
last  year  ? 

ME.  HUGHES:  I  mean  August,  1904. 
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THE  WITNESS:  Yes,  sir.  I  was  abroad.  August  of  this 
year  I  was  here. 

Q.  Who  had  your  power  of  attorney  in  August,  1904?  A.  I 
don't  remember,  sir. 

Q.  Was  it  Mr.  Mclntyre  ?     A.  I  don't  remember. 

Q.  Did  you  at  any  time  have  any  interview  with  Mr.  Mclntyre 
as  to  any  joint  accounts  of  stock  transactions?  A.  I  don't  re- 
member anything  about  this  as  I  have  already  said. 

Q.  Can  you  ascertain  who  had  your  power  of  attorney  at  these 
times  when  you  were  out  of  the  country  and  transactions  seem 
to  have  been  had  in  your  name  ?  A.  "No,  sir,  because  when  I  got 
back  from  Europe,  those  powers  of  attorney  were  always  de- 
stroyed and  I  have  no  record  of  who  held  them  at  any  time. 

Q.  Do  you  keep  any  stock  records  which  would  show  your  pur- 
chases or  sales  of  stocks  ?     A.  ISTo,  sir. 

Q.  If  purchases  were  made  in  your  absence  would  they  be  re- 
ported to  you  on  your  return?  A.  I  don't  remember  anything 
about  whether  they  were  reported  or  not. 

Q.  Did  you  keep  any  reports  of  such  transactions  ?     A.  No,  sir. 

BY  THE  OHAIKMAN: 

Q.  Supposing  an  obligation  of  yours  turned  up  to-day  signed 
by  some  one  as  your  attorney  in  August,  1904,  how  would  you 
determine  whether  or  not  that  was  an  authorized  obligalign  ?  A. 
I  don't  know,  sir;  it  would  be  very  embarrassing. 

BY  ME.  HUGHES: 

Q.  You  said  a  moment  ago  with  regard  to  Mr.  Williamson  that 
you  desired  to  make  a  statement  or  had  a  statement  prepared. 
A.  I  said  if  you  wanted  it. 

Q.  I  would  be  glad  to  have  any  contribution,  Mr.  Hyde,  to  our 

information. 

ME.  inSTTEEMYEE:  He  supposed  you  were  referring  to  the 
criticism  which  has  been  passed  upon  the  employment  of  Mr. 
Williamson.  I  think  that  was  all  gone  over  in  the  Hendricks 
report. 

ME.  HUGHES :  If  there  is  anything  which  Hyde  desires  to 
say  which  will  increase  our  fund  of  information  we  shall  be  glad 
to  have  it. 
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THE  WITNESS:    No,  sir,  notbing  beyond  that. 

Q.  Have  yon  a  statement  of  the  amount  of  money  you  have 
drawn  from  the  Equitable  Society  for  your  expenses?  A.  Tes, 
sir.    Isn't  that  in  the  Hendricks  testimony,  Mr.  Untermyer  ? 

ME.  imTEEMYER:    I  think  so. 

THE  WITNESS:  That  was  very  fully  gone  into  in  the  Hen- 
dricks testimony,  on  page  421. 

MK.  UNTEKMYEE:     101,  104,  421  and  4T2. 

BY  ME.  HUGHES: 

Q.  As  I  explained  to  the  Committee,  I  have  not  thought  it 
advisable  in  view  of  the  limitation  on  our  time  to  go  into  matters 
which  have  been  fully  gone  over  by  Superintendent  Hendricks 
and  if  this  matter  has  been  gone  over  I  won't  revert  to  it.  Let 
me  look  at  it. 

MK  TJNTEEMYEE:   It  has  been  gone  over. 
THE  WITNESS:     Yes,  sir. 

Q.  You  refer  when  you  say  that  this  matter  was  gone  over 
before  Superintendent  Hendricks  to  a  statement  made  by  you  at 
page  472  of  the  record  which  has  been  marked  Exhibit  31  for 
identification  ?  A.  Yes,  sir.  Then  I  also  refer  to  various  other 
places,  Mr.  Hughes. 

Q.  Is  there  any  statement  there  of  the  amount  which  you  have 
withdrawn?  I  see  some  explanation?  A.  Yes,  sir,  there  is  a 
statement,  page  421,  Mr.  Hughes. 

Q.  That  statement  on  page  421  of  this  record  is  a  complete 
statement,  is  it,  of  all  the  amounts  which  you  received  from  the 
Equitable  for  private  expenses  ?  A.  Yes,  sir,  incurred  on  behali 
of  the  Society,  they  were  not  private  expenses. 

Q.  Well,  for  expenses?  A.  They  were  not  my  private  ex- 
penditures. 

Q.  Yes;  I  should  not  have  said  that  for  your  expenses.  A. 
Yes. 

Q.  And  the  explanation  that  you  give  of  those  drafts  is  the 
explanation  appearing  on  page  472?     A.  Yes,  sir. 
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Q.  Have  you  anything  to  add  to  that  ?  A.  I  would  like  to  add 
to  that  this,  that  those  expenses  in  this  country  were  very  care- 
fully gone  over  and  prepared  by  my  secretary  Mr.  Bremner,  who 
was  an  officer  of  the  Society  and  who  made  them  up,  after  all 
my  bills  had  been  paid,  and  in  addition  to  that  all  expenses  in- 
curred on  behalf  of  the  Society; — and  in  addition  to  that  lEr. 
Melntyre,  an  officer  of  the  Society,  went  over  them  also  and 
when  I  was  abroad  those  items  were  prepared  by  Mr.  Williamson 
and  daily  track  was  kept  of  them,  and  when  I  returned  here  all 
those  things  were  added  up  and  again  passed  on  by  an  officer  of 
the  Society,  Mr.  Mclntyre,  before  they  were  cashed  in. 

Q.  Did  anyone  go  over  them  except  Mr.  Williamson  and  Mr. 
Mclntyre?     A.  And  Mr.  Bremner  here. 

ME.  miTTERMYER:    They  were  daily  slips. 
THE  WITNESS:    They  were  daily  slips.  ^ 

BY  ME.  UNTEEMYEE: 

Q.  Your  personal  expenses  were  all  taken  out?     A.  Yes,  sir. 

BY  ME.  HUGHES: 

Q.  By  Mr.  Williamson,  in  making  up  the  accounts?  A.  On 
the  ones  abroad.     Mr.  Hughes,  can  I  add  something  to  that? 

Q.  Certainly.  A.  I  would  have  been  glad  at  any  time  to 
have  gone  over  this  with  any  other  executive  officer  of  the  Society, 
but  I  always  learned  from  the  beginning  of  my  connection  with 
the  Society  that  it  was  unnecessary  and  no  one  ever  asked  me  for 
itemized  details. 

Q.  Have  you  a  statement  of  the  securities  sold  by  you  to  the 
Society?  A.  I  have  gone  over  that  matter  after  Mr.  Hughes 
suggested  that  question  to  Mr.  Untermyer,  and  there  were  the 
288  shares  that  you  have  mentioned;  there  were  20  shares  of  the 
Lawyers'  Mortgage  Insurance  Company  which  I  sold  in  the  same 
way,  and  then  there  was  the  sale  of  the  Security  Safe  Deposit 
Company  which  has  already  been  fully  gone  into. 

Q.  You  mean  the  Missouri  Safe  Deposit  Company?  A.  The 
Missouri  Safe  Deposit  Company. 

Q.  That  is  covered  by  Superintendent  Hendricks'  record?  A. 
Yes. 
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BY  MR.  UNTEEMYER: 

Q.  Which  was  done  while  you  were  in  Europe?  A.  It  was 
done,  as  the  records  show,  by  resolution  of  the  Executive  Com- 
mittee during  my  absence. 

BY  MR.  COX: 

Q.  You  mean  sold  to  the  Society?  A.  Yes,  sir.  That  was 
fully  gone  into  here  in  the  Hendricks  testimony, 

BY  MR.  HUGHES: 

Q.  My  attention  is  drawn  to  the  fact  that  you  desire  to  make 
a  statement  with  regard  to  the  criticism  visited  by  Superintendent 
Hendricks  upon  the  Safe  Deposit  leases,  and  that  it  is  essential 
to  the  completion  of  our  record  that  something  should  be  added 
to  the  evidence  there  adduced.  A.  I  think  it  but  just  to  the 
memory  of  my  dead  father,  Mr.  Hughes. 

Q.  Now,  we  do  not  desire  an  argument  upon  the  question  or 
a  reply  by  way  of  argument  to  criticisms,  but  we  do  desire  to  have 
all  the  facts.     A.  I  think  you  will  find  them  all 

Q.  If  you  will  state  what  facts  are  lacking  in  the  record  taken 
by  Superintendent  Hendricks,  we  shall  be  very  glad  to  have  them. 
A.  You  desire  that  I  shall  extract  from  this  all  matters  which 
is  information  and  not  argumentative? 

Q.  Yes,  precisely. 

BY  MR.  UNTERMYER: 

Q.  In  the  first  place,  Mr.  Hyde,  did  your  father  own  the 
majority  of  the  stock  of  the  Equitable  Society  ?  A.  I  would  like 
in  the  beginning  to  state  that  at  that  time,  that  at  the  time  of 
my  father's  investment  in  these  companies,  he  did  not  own  a  con- 
trolling interest,  or  in  other  words,  a  majority  of  the  stock,  of  the 
Equitable  Life. 

BY  MR.  HUGHES: 

Q.  How  much  did  he  own  ?  A.  I  don't  know  exactly,  but  con- 
siderably short  of  it. 

Q.  Have  you  any  statement  which  will  show  the  times  at  which 
he  acquired  the  interests  which  ultimately  at  his  death  amounted 
to  a  majority  of  the  shares  of  the  Equitable  Life  ?  A.  I  do  not 
think  so,  Mr,  Hughes.      I  have  never  seen  such  a  statement 
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Q.  What  is  your  basis  for  the  statement  he  did  not  have  the 
control  at  the  time  these  leases  is  made  ?  A.  It  is  hearsay,  but 
it  is  authoritative  hearsay. 

Q.  Hearsay  from  whom  ?  A.  I  would  prefer  not  to  mention 
the  person's  name. 

Q.  If  you  leave  it  in  that  way  we  have  nothing  to  which  we 
can  properly  pay  any  attention.  A.  I  vnll  tell  you  privately  if 
you  desire. 

Q.  No,  I  think  the  record  should  be  complete  in  these  matters, 
and  inasmuch  as  you  have  volunteered  it,  it  is  only  proper  to  say 
that  a  statement  of  that  sort  is  without  weight  if  you  rely  upon 
an  unknown  informant.  A.  All  right,  I  will  tell  you  the '  in- 
formant. The  informant  is  Mr.  "William  H.  Mclntyre,  who  was 
very  familiar  with  my  father's  affairs  and,  who,  last  spring  when 
we  were  working  up  this  letter,  told  me  he  thought  that  was  the 
fact,  and  knew  it  to  be  the  fact,  and  sometime  he  intended  to  go 
through  my  father's  books  and  prepare  such  a  statement. 

Q.  That  is  your  sole  basis  for  such  a  statement  ?     A.   Yes,  sir. 

Q.  Will  you  procee  J?  A.  I  want  to  add,  I  consider  that  authori- 
tative, as  he  is  familiar  Avith  that  subject. 

Q.  We  shall  be  glad  to  examine  him.  A.  I  should  be  glad  to 
produce  him  if  it  was  in  my  power.  There  seems  to  be  a  great 
many  gentlemen  from  the  Equitable  in  Massachusetts.  I  do  not 
ask  now  for  an  opportunity  to  present  evidence^  but  only  to  refer 
to  a  few  salient  facts  which  I  ask  to  be  booked — this  letter  was 
prepared  to  the  board  of  the  Equitable  —  to  keep  in  mind  pending 
a  complete  investigation. 

As  far  as  my  father's  memory  is  concerned.  Superintendent 
Hendricks'  attention  has  been  mainly  given  to  the  subject  of  safe 
deposit  company  leases,  which  he  assumes  to  have  been  devised 
by  my  father  for  the  purpose  of  personal  gain. 

Precisely  the  contrary  is  the  fact,  as  a  few  words  will  indicate 
to  you.  These  leases  were  entered  into  at  his  suggestion,  and  at 
a  great  personal  pecuniary  risk  to  him  in  an  effort  to  avert  a 
serious  loss  to  the  Society.  The  Mercantile  Trust  Company, 
whose  corporate  name  was  then  the  Mercantile  Loan  &  Ware- 
house Company,  became  a  tenant  of  the  Equitable  Life  Assurance 
Society  at  120  Broadway,  in  the  City  of  New  York,  on  March 
30,  1870,  and  on  May  20,  1872,  the  Equitable  Life  Assurance 
Society  purchased  a  controlling  interest  in  the  then  capital  stock 
of  the  Mercantile  Trust  Company,  which  was  then  five  hundred 
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thousand  dollars.  On  June  17,  1873,  the  capital  stock  of  the 
Mercantile  Trust  Company  was  increased  to  one  million  dollars, 
and  on  the  25th  of  May,  1875,  the  capital  stock  was  increased 
to  two  million  dollars.  The  Equitable  Life  Assurance  Society,  in 
each  instance,  taking  its  portion  of  the  increased  capital  stock,  so 
that  since  May  30,  1872,  the  Equitable  Life  Assurance  Society 
has  always  owned  a  controlling  interest  in  the  stock  of  the  Mer- 
cantile Trust  Company. 

Since  May,  1875,  the  investment  of  the  Equitable  Life  Assur- 
ance Society  in  the  stock  of  the  Mercantile  Trust  Company,  has 
been  at  par  one  million  one  hundred  thousand  dollars.  In  the  then 
condition  of  the  Equitable  Life  Assurance  Society  this  investment 
was  an  important  item  in  its  assets. 

From  what  my  father  has  told  me,  and  from  the  documents  in 
my  possession  I  obtained  these  facts,  viz. : 

Prior  to  the  dates  referred  to  by  Superintendent  Hendricks, 
a  portion  of  the  business  of  the  Mercantile  Trust  Company  has 
been  a  safe  deposit  business,  but  in  the  year  1875,  after  full  dis- 
cussion among  its  directors  and  stockholders,  it  was  determined 
to  give  up  the  safe  deposit  business,  and  to  sell  out  the  safe  deposit 
lease  and  its  interests  in  the  safe  deposit  business  to  another  com- 
any.  This  was  done  partly  for  the  purpose  of  reorganizing  the 
business  of  the  Mercantile  Trust  Company,  but  mainly  because  as 
a  result  of  the  panic  of  1873,  it  was  necessary  for  the  Mercantile 
Trust  Company  to  procure  a  considerable  amount  of  cash  in  order 
to  prevent  its  insolvency. 

In  order  to  make  this  purchase  the  Mercantile  Safe  Deposit 
Company  was  organized  with  a  capital  stock  of  three  hundred 
thousand  dollars.  The  lease  now  criticised  was  then  in  existence, 
and  assigned  to  and  assumed  by  the  Mercantile  Safe  Deposit  Com- 
pany upon  its  organization. 

BY  MR.  HUGHES: 

Q.  Pardon  me  a  minute,  what  lease  was  in  existence  ?  A.  The 
lease  under  which  it  now  holds. 

Q.  The  original  lease?    A.  I  believe  so. 

Q.  Wasn't  that  signed  by  your  father?  A.  I  don't  know, -sir. 
The  subscription  books  of  the  Mercantile  Safe  Deposit  Com- 
pany's stock  were  opened  for  subscription  after  due  public 
notice  and  every  director  and  stockholder  in  the  Mercan- 
tile   Trust    Company,    as    well    as    every    director   and    stock- 
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holder  in  the  Equitable  Life  Assurance  Society,  and  the  So- 
ciety itself  were  invited  to  subscribe  'to  the  stock  of  the  Mer- 
cantile Safe  Deposit  Company. 

Owing  to  the  experimental  nature  of  the  safe  deposit  com- 
pany's business,  and  the  pecuniary  liabilities  supposed  to  be 
incurred  by  stockholders  this  offer  met  with  little  response, 
and  my  father  subscribed  for  and  personally  took  and  paid  for 
nearly  all  the  stock  of  the  Mercantile  Safe  Deposit  Company. 
As  a  result  of  this  two  hundred  thousand  dollars  in  cash  was 
paid  to  the  Mercantile  Trust  Company  for  its  lease  of  the  safe 
deposit  vaults,  and  for  the  goodwill  of  the  safe  deposit  busi- 
ness. 

Q.  Do  I  understand  that  was  paid  by  your  father  for  the 
stock  —  you  say  as  the  result  of  this  two  hundred  thousand 
dollars  was  paid  for  the  lease.  Now,  what  did  your  father 
pay  for  the  stock?  A.  He  paid  his  proportion,  whatever  his 
proportion  was  of  the  stock  which  was  then  subscribed  for,  and 
that  stock  was  the  stock  of  the  company  and  that  company,  I  sup- 
pose had  the  lease,  Mr.  Hughes. 

ME.  UISTTERIVIYER:  I  think  you  will  find  in  your  letter, 
his  father  paid  the  two  hundred  thousand  dollars  for  that  stock, 
which  represented  only  the  lease. 

ME.  HUGHES:  That  is  exactly  what  I  wanted  to  get  at, 
and  I  asked  Mr.  Hyde  whether  that  is  the  fact,  whether  he  paid 
two  hundred  thousand  dollars  for  the  stock. 

THE  WITISTESS:  That  is  the  fact,  Mr.  Hntermyer? 

Q.  How  does  Mr.  Untermyer  know  —  you  would  know?  A. 
I  was  not  there  at  the  time;  I  was  not  born. 

Q.  We  want  to  know  the  source  of  your  information?  A. 
This  was  prepared  from  all  the  papers  that  are  in  existence 
on  the  subject. 

Q.  Did  you  prepare  it?    A.  'No,  sir. 

Q.  Di'd  Mr.  Untermyer  prepare  it?  A.  It  waa  prepared  by 
various  persons  of  my  counsel. 

ME.  UNTEEMYEE:  You  went  over  it  with  them. 

BY  ME.  HUGHES: 

Q.  We  want  to  know  to  whom  M'^e  are  to  give  credit  in  listen 
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ing  to  this.  Apparently  you  know  nothing  about  it.  A.  I  think 
it  is  a  mosaic;  I  think  it  is  a  conglomeration  of  a  great  many  legal 
minds. 

Q.  We  cannot  put  the  conglomeration  on  the  stand.  Now, 
continue.  We  understand  what  it  is.  Go  on  with  that  state- 
ment. A.  As  a  result  of  this  two  hundred  thousand  dollars  in 
cash  was  paid  to  the  Mercantile  Trust  Company  for  its  lease 
of  the  safe  deposit  vaults  and  for  the  good  will  of  the  safe  de- 
posit business,  and  the  remaining  one  hundred  thousand  dol- 
lars was  paid  into  the  treasury  of  the  Mercantile  Safe  Deposit 
Company; 

He  subsequently  offered  this  stock  to  the  Equitable  Life  As- 
surance Society  at  cost  to  him.  This  offer  was  declined  after 
the  directors  of  the  society  and  its  legal  advisers  had  looked 
carefully  into  the  whole  matter,  and  it  was  decided  for  the 
best  interest  of  the  society,  instead  of  purchasing  this  stock  to 
continue  the  lease  which  is  now  criticised. 

In  October,  18Y7,  two  years  and  four  months  before  the  date 
fixed  by  Superintendent  Hendricks,  the  second  lease  now  com- 
plained of  was  mad©  to  the  Equitable  Safe  Deposit  Com- 
pany of  Boston.  The  capital  stock  of  this  company  was 
twenty-five  thousand  dollars,  all  subscribed  for  and  taken  by  my 
^  father  at  the  request  of  the  Board  of  Directors  of  the  Equitable 
Life  Assurance  Society,  the  society  having  an  option  of  taking 
this  whole  stock  at  part  whenever  it  decided  to  do  so. 

Subsequently,  at  the  request  of  the  society  this  stock  was 
transferred  by  my  father  to  the  Mercantile  Trust  Company  at  par. 

In  December,  18Y9,  a  Committee  of  the  Board  of  Directors 
of  the  Equitable  Life  Assurance  Society  reported  that  the  capital 
stock  of  the  Elqui  table  Safe  Deposit  Company  could  for  the  mo- 
ment be  only  estimated  at  or  near  its  cost  value,  but  that  the 
Committee  thought  it  had  a  prospective  value  and  recommended 
its  sale  so  that  it  might  at  once  be  converted  into  a  large  and 
valuable  cash  asset.     This  Committee  said: 

"  The  direct  interest  of  the  Equitable  Life  Assurance  Society 
in  whatever  benefits  the  Mercantile  Trust  Company  will  explain 
why  it  should  properly  and  readily  extend  reasonable  help  in 
profitably  developing  the  assets  of  the  Trust  Company." 

The  Committee  recommended  that  the  Equitable  Safe  Deposit 
Company  should  be  reorganized  on  a  basis  of  a  capital  of  two 
hundred  thousand  dollars  and  that  in  order  to  make  the  safe  do- 
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posit  vaults  more  attractive  the  Society  should  rent  the  building 
adjoining  its  then  building  in  Boston  and. devote  a  portion  of  the 
rented  building  to  rooms  for  the  accommodation  of  renters  in  the 
safe  deposit  company. 

The  Mercantile  Trust  Company  still  being  in  need  of  cash  for 
the  reason  above  stated  my  father  organized  the  Security  Safe 
Deposit  Company  of  Boston  and  paid  to  the  Mercantile  Trust 
Company  for  the  stock  of  the  Equitable  Safe  Deposit  Company, 
costing  twenty-five  thousand  dollars,  the  sum  of  two  hundred 
thousand  in  cash,  all  of  which  was  paid  by  himself  and  his  asso- 
ciates, and  the  greater  part  of  it  by  himself. 

The  Mercantile  Trust  Company  in  1884  owned  the  building 
in  St.  Louis  known  as  the  Equitable  Building,  which  it  sold  to 
the  Equitable  Life  Assurance  Society  on  June  1,  1884,  reserving 
the  right  to  lease  safe  deposit  vaults  in  such  building  should  such 
vaults  be  built.  The  vaults  were  built  ^d  leased  to  the  trust 
company.  In  1885  the  Missouri  Safe  Deposit  Company  was 
organized  with  a  capital  stock  of  two  hundred  thousand  dollars. 
All  the  directors  and  stockholders  of  the  Equitable  Life  Assur- 
ance Society  and  of  the  Mercantile  Trust  Company  and  of  the 
two  safe  deposit  companies  already  organized  were  invited  to  sub- 
scribe to  the  capital  stock.  This  invitation  to  subscribe  to  the 
capital  stock  of  the  Missouri  Safe  Deposit  Company  met  with 
little  response  and  my  father,  Mr.  Marquand  and  General  Fitz- 
gerald were  obliged  to  subscribe  for  and  did  subscribe  for  and 
talte  practically  the  whole  amount  of  this  capital  stock.  Of  this 
amount  $1T5,000  was  paid  to  the  Mercantile  Trust  Company  in 
cash  for  its  lease  and  good-will  and  twenty-five  thousand  dollars 
■was  retained  to  the  treasury  of  the  safe  deposit  company  as  re- 
quired by  the  laws  of  Missouri. 

The  sole  object  of  these  transactions  was  to  increase  the  funds 
of  the  Mercantile  Trust  Company,  my  father  stepping  into  the  gap 
and  furnishing  the  necessary  funds  for  the  purchase  of  the  stock 
at  higher  prices  than  the  stock  was  then  considered  worth. 

It  will  be  seen  from  the  foregoing  that  the  three  leases  criticised 
by  Superintendent  Hendricks  were  in  substance  in  existence  before 
my  father,  under  the  circumstances  related  above,  subscribed  for 
and  took  the  stock  of  the  three  safe  deposit  companies. 

It  will  also  be  seen  that  for  the  purpose  of  saving  the  credit 
of  the  Mercantile  Trust  Company  and  of  preventing  its  insol- 
vency my  father  paid  into  the  treasury  of  the  Mercantile  Trust 
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Company  for  these  three  safe  deposit  companies  the  sum  of  six 
hundred  thousand  dollars,  or  most  all  of  which  he  paid  out 
of  his  own  pocket.  This  transaction  represented  a  profit  of  $550,- 
000  in  cash  to  the  Mercantile  Trust  Company. 

As  the  result  of  these  transactions  the  Equitable  life  Assur- 
ance Society  now  hold  stock  of  the  Mercantile  Trust  Company 
valued  in  the  market  at  about  eleven  million  ten  thousand  dollars, 
instead  of  having  lost  the  sum  of  $1,101,000  which  represented 
appcoximately  its  investment  in  this  stock  in  18Y5.  So  that  the 
Equitable  Life  Assurance  Society  now  has  a  profit  of  $9,909,000 
resulting  directly  from  the  organization  and  purchase  of  these 
three  safe  deposit  companies  by  my  father,  and  from  the  personal 
pecuniary  risk  which  he  took  in  order  to  save  the  Mercantile 
Trust  Company. 

Whatever  the  pecuniary  results  to  the  Society  may  have  been 
from  the  leases  considered  by  themselves  and  measured  by  their 
results  (and  on  this  point  I  have  at  the  moment  no  figures  at  my 
command),  it  does  not  follow  that  because  the  rentals  paid  seem 
low  at  the  present  time  that  they  were  unfair  when  made.  The 
fairness  of  these  rentals  was  most  carefully  considered  and 
assented  to  by  the  directors  of  the  Equitable  Life  Assurance  So- 
ciety at  the  time  they  were  made. 

Q.  This  is  a  matter  you  don't  know  about,  what  was  done  in 
1873,  about  the  fairness  of  these  results.  Ifow,  we  have  the  re- 
sults. If  you  have  any  information  on  rental  values,  I  shall  be 
glad  to  have  it,  but  we  don't  want  an  argument  on  fairness.  A. 
That  information  was  based  on  statements  made  to  me  by  persons 
then  expert  in  real  estate  values  at  that  time. 

Q.  If  you  will  give  me  their  names  so  that  we  can  call  them 
and  cross-examine  them  we  would  be  glad  to  have  them. 

THE  CHAIEMAlSr:  It  seems  to  me  the  statements  of  other 
parties  who  do  not  subject  themselves  to  oi:r  jurisdiction  should 
not  be  put  in  evidence,  even  though  they  have  been  believed  and 
relied  upon  by  Mr.  Hyde.  Some  of  the  gentlemen  who  were  au- 
thority for  those  statements  are  manifestly  keeping  themselves 
without  our  jurisdiction.  We  want  to  be  fair,  but  it  does  not 
seem  to  me  we  ought  to  permit  those  statements  to  go  upon  the 
record  when  hey  are  verified  by  this  gentleman  only. 

MR.  UNTERMYEE.:  Let  me  say,  this  statement  is  made  up 
of  a  mass  of  records  of  the  Society  which  are  available  to  the 
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Committee,  and  to  Mr.  Hughes;  that  from  time  to  time  as  those 
difficulties  arose  in  the  Society  statements,  pretty  full  statements, 
were  prepared. 

THE  CHAIRMAlSr :  If  you  will  permit  me,  Mr.  TTntermyer, 
the  records  of  the  Society  manifestly  and  as  appears  in  evidence 
do  not  contain  the  personal  transactions  of  Mr.  Hyde,  Sr. —  the 
records  of  the  Society  cannot  contain  his  personal  transactions, 
aside  from  his  official  connection  with  the  Society.  Many  of  these 
are  from  those  records. 

MK.  TUSTTERMYEK:  Let  me  say  the  records  of  the  Society  do 
not  contain  the  personal  transactions  of  Mr.  Hyde  in  dealing  with 
the  Society. 

THE  WITNESS:    Yes,  sir,  absolutely. 

MR.  UJSTTERMYER:  And  those  records  are  made  up  of  per- 
sonal letters  and  personal  explanations  from  time  to  time  made  by 
Mr.  Henry  B.  Hyde  to  this  Society. 

THE  CHAIRMAN:  Let  us  take  a  concrete  instance,  Mr, 
Mclntyre,  we  very  much  desire  his  presence.  "We  are  unable 
to  procure  Mr.  Mclntyre.  Mr.  Hyde,  himself,  says  that  Mr. 
Mclntyre  is  perhaps  the  only  person  living  who  was  so  familiar 
with  Henry  B.  Hyde's  affairs  that  he  can  make  up  a  statu- 
ment  of  these  important  facts. 

THE  WITNESS:  I  said  about  the  statement  of  his  stock- 
holdings only. 

THE  CHAIRMAN:  We  will  take  that  concrete  instance.  He 
relies  upon  Mr.  Mclntyre'a  statements  as  to  this.  Now,  Mr. 
Mclntyre's  statements  are  being  put  upon  the  record 

THE  WITNESS:  No,  all  these  things  are  based  upon  the 
record. 

THE  CHAIRMAN:  It  appears  on  the  record  that  at  the  time 
these  leases  were  being  made  Mr.  Henry  B.  Hyde  was  not 
the  possessor  of  the  majority  of  the  stock  of  the  Equitable 
Life.  The  statement  is  based  upon  the  statements  of  Mr.  Mc- 
lntyre who  apparently  is  the  only  person  living  who  is  authority 
for  the   statement.        That  statement,   being  Mr.    Mclntyre'a 
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goes  upon  the  record  authorized  only  by  Mr.  Mclntyre's  assertion, 
while  Mr.  Mclntyr©  is  probably  keeping  himself  from  our  juris- 
diction. 

THE  WITKESS:  Would  not  the  stock  books  of  the  Equi- 
table show  that? 

ME.  UNTEEMYEE:  Let  me  say  that  if  this  committee  is  to 
reject  all  secondary  or  hearsay  testimony,  I  do  not  think  the 
Committee  would  be  very  long  in  session.  I  think  that  the 
bulk  of  the  testimony 

THE  OHAIEMAN:  "VYe  do  not  mean  to  receive  the  state- 
ment of  a  man  who  we  deem  to  be  keeping  himself  from  our 
process. 

MR.  UlSTTEEMYEE:    Mr.  Chairman,  you  are  a  lawyer 

THE  CHAIEMAN:  Some  people  say  I  am  not. 

ME.  U]S"TEEMYEE:  You  have  a  certificate  as  one,  and  if 
any  more  were  required  of  many  of  us  we  might  all  fail.  Now, 
then,  being  a  lawyer  I  don't  know  what  foundation  you  may 
have  for  making  the  public  statement  from  time  to  time  that 
this,  that  or  that  other  man  is  keeping  himself  out  of  the  juris- 
diction. We  are  not  here  representing  Mr.  Mclntyre;  I  don't 
know  where  Mr.  Mclntyre's  whereabouts  may  be;  I  don't 
know  whether  any  attempt  has  been  made  to  subpcEna  him;  we 
know  nothing  except  these  ex  parte  statements  that  are  thrown 
out  from  time  to  time  concerning  this,  that  or  the  other 
man,  which  may  or  may  not  have  foundation,  but  surely  you 
are  not  going  to  differentiate  when  you  are  taking  hearsay 
testimony  and  the  witness  is  upon  the  stand,  you  are  not  going 
to  differentiate  as  to  taking  his  testimony,  whether  you  will 
take  it  based  on  the  statements  or  information  of  one  man 
or  the  other,  because  you  believe  one  may  be  away  and  the 
other  may  not.  Now,  this  statement  has  been  prepared  not  from 
statements  of  Mr.  Mclntyre,  not  from  statements  of  anybody 
else,  but  from  records  of  the  Society  and  it  would  not  make 
any  difference,  I  submit,  with  all  due  respect,  from  what  source 
it  had  been  prepared.  The  memory  of  a  dead  man  has  been 
attacked;  it  was  attacked  without  calling  upon  him  or  his  es- 
tate or  representatives   or  anybody  for  the  information  upon 


2322  Legislative  Insurance  Investigation. 

which  that  attack  was  based,  the  Superintendent  of  Insurance 
went  and  flocked  by  himself  and  prepared  a  report  without 
calling  on  these  people  for  the  data,  without  their  even  know- 
ing anything  practically,  of  what  he  was  going  to  do. 

THE  OHAIEMAIST:  I  do  not  think  we  may  permit  you  to 
characterize  our  Superintendent  of  Insurance. 

ME.  UNTEKMYER :  All  I  ask  is  justification  of  the  memory 
of  that  dead  man. 

THE  CHAIRMAN :  I  do  not  want  to  hear  you  characterize 
without  protest  the  conduct  of  Superintendent  Hendricks  in 
that  way.  We  are  going  to  be  jealous  of  the  record  of  Mr. 
Henry  B.  Hyde  because  he  is  dead,  as  you  properly  suggest,  but 
we  want  to  do  it  in  a  perfectly  orderly  and  proper  way,  and  in  a 
way  so  that  if  we  doubt  any  fact  that  is  presented  that  we  may 
verify  or  justify  it. 

ME.  UNTERMYER:  Certainly,  and  I  want  to  say  this,  Mr. 
Chairman,  that  in  anticipating  that  statement  we  will  supplement 
the  statement  if  the  Committee  and  counsel  will  permit  by  ex- 
tracts from  statements  made  to  the  Board  of  Directors  from  time 
to  time,  and  in  so  far  as  it  is  not  thus  supplemented  and  suppoiied 
we  do  not  care  to  have  it  taken  and  considered. 

THE  CHAIRMAN:  Mr.  Hughes,  have  you  gone  over  this 
statement  ? 

MR.  HUGHES :  I  think,  Mr.  Chairman,  the  best  solution  of 
the  whole  matter  as  it  occurred  to  me  at  the  oiitset  was  to  err 
on  the  side  of  entire  fairness  to  the  witness  and  enable  him  to 
make  his  statement,  as  we  have  permitted  witnesses  from  time 
to  time  to  make  statements  which  they  thought  were  necessary  in 
defence  of  themselves  or  somebody  else,  provided  they  were  not 
drawn  out,  and  then  if  it  agreed  with  the  statement  as  based  upon 
hearsay  or  upon  the  testimony  or  statements  of  persons  who  are 
not  before  us  and  not  subject  to  examination  and  are  not  sup- 
ported and  corroborated  by  other  testimony  so  that  the  Commit- 
tee cannot  pay  any  attention  it  will  receive  none.  And  60  far  as 
this  statement  is  concerned,  it  is  presented  on  Mr.  Untermyer's 
very  careful  and  precise  assurance  that  it  has  been  compiled  from 
records ;  in  the  course  of  its  reading  I  interrupted  the  witness  and 
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I  thought  I  elicted  the  fact  that  to  some  extent  it  was  based  upon 
Mr.  Mclntyre's  statement.  Now,  so  far  as  I  am  personally  con- 
cerned, what  Mr.  Mclntyre  is  saying  to  the  Committee  through 
this  witness  will  receive  no  consideration  any  more  than  what  any 
other  man  says  to  the  Committee  through  this  witness  will  receive 
consideration  in  the  absence  of  corroborative  evidence  or  of  an 
opportunity  to  examine  him,  but  if  the  witness  has  a  compilation 
of  records  or  statements  which  he  believes,  a  compilation  which 
is  brief  enough  to  be  spread  upon  the  record,  it  is  my  idea  that 
it  should  be  received,  and  time  might  be  gained  by  allowing  it  to 
be  received. 

THE  WITNESS :  If  you  want,  I  think  most  of  the  matter 
on  which  this  was  based  could  be  produced. 

ME.  UNTERMYEE :  The  Supereintendent's  report  has  been 
received  here.  This  is  simply  an  answer  to  that  report.  His  re- 
port is  hearsay,  and  not  very  reliable  hearsay  at  that. 

THE  CHAIEMAIST:    All  right.    Let  Mr.  Hyde  proceed. 

BY  ME.  HUGHES : 

Q.  Mr.  Hyde,  you  were  a  director  or  trustee  of  the  Continental 
Fire  Insurance  Company  ?    A.  Yes. 

Q.  What  are  the  relations  of  the  Equitable  Life  to  that  com- 
pany? A.  They  do  some  fire  insurance  business  through  that  com- 
pany. 

Q.  With  reference  to  what  property?  A.  I  don't  know  as  it 
is  in  reference  to  any  particular  property. 

Q.  Well,  is  it  in  reference  to  property  owned  by  the  Equitable 
or  mortgaged  to  the  Equitable?  A.  I  should  think  so  or  either  of 
those  classes. 

Q.  What  practice  has  the  Equitable  with  regard  to  the  placing 
of  fire  insurance  upon  properties  mortgage^  to  it?  A.  I  am  not 
familiar  with  the  details.  They  were  in  the  hands  of  the  Comp- 
troller Thomas  D.  Jordan,  who  directed  the  real  estate  bond  and 
mortgage  department.    Can  I  add  something,  Mr.  Hughes? 

Q.  Yes.  A.  As  this  matter  has  been  pretty  well  ventilated  in 
the  newspapers,  my  connection  with  the  matter  is  this,  that  at  Mr. 
Eiehard  A.  McCurdy's  suggestion  I  became  a  director  in  the  Con- 
tinental Fire  Insurance  Company  in  which  I  owned  no  stpck  and 
have  no  pecuniary  interest.     As  it  is  my  duty  as  a  director  to  try 
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and  get  business,  I  told  Mr.  Jordan  wlienever  lie  could  to  give  that 
company  fire  insurance  business,  as  that  was  a  good  solid,  strong 
company,  and  that  is  my  entire  connection  with  the  company,  ai>d 
I  have  already  testified  on  that  subject  before  Mv.  Hendricks. 

Q.  Is  all  the  business  oi  placing  fire  insurance  upon  property 
mortgaged  to  the  Equitable  handled  through  Mr.  Thomas  D.  Jor- 
dan, or  was  it  during  your  connection  with  the  company?  A.  Yes, 
sir,  I  never  had  anything  to  do  with  the  details  of  it. 

Q.  Was  the  monopoly  of  that  business  given  to  any  particular 
person, as  a  broker?  A.  ISTot  to  my  knowledge  although  I  have 
since  read  in  the  paper  of  such  a  thing. 

Q.  Did  you  have  any  information  on  that  subject  while  you 
were  connected  with  the  Equitable?    A.  No,  sir. 

Q.  In  your  testimony  before  Superintendent  Hendricks  you  were 
asked  to  explain  why  it  was  that  certain  shares  of  the  Mercantile 
Trust  Company  were  sold  to  Mr.  Gould  at  500  at  a  time  when  the 
Equitable  was  paying  815  for  them.  Have  you  anything  to  add  to 
your  explanation?  A.  No,  sir.  I  think  my  explanation  is  coon- 
plete  on  that  subject.  Mr.  Gould  contributes  more  business  than 
almost  any  other  director  to  the  Mercantile  Trust  Company  to  that 
concern  and  we  wanted  him,  although  he  was  personally  interested 
and  was  a  member  of  the  Executive  Committee,  to  give  him  an 
interest. 

Q.  It  was  a  special  favor  to  him?  A.  Tes,  sir,  as  it  was  the 
custom  downtown,  to  persons  who'  directed  a  large  amount  of  bus- 
iness, they  were  given  stock  at  a  proper  price. 

Q.  The  same  was  the  case  in  the  sale  to  Mr.  Harriman  of  Mer- 
cantile Trust  Company  stock?     A.  Yes. 

Q.  The  business  that  was  contributed  was  not  personal  business 
but  business  of  their  companies,  was  it  not?    A.  Yes — ^well  both. 

Q.  How  was  business  contributed  to  the  Equitable  Life  Assur- 
ance Society?  A.  The  Equitable  Life  Assurance  Society,  Mr. 
Hughes,  owned  more  than  half  of  the  Mercantile  Trust  Company 
and  ©very  dollar  that  the  Merca-|tile  Trust  Company  received, 
fifty  cents  of  that  goes  to  the  Equitable  Life. 

Q.  And  fifty  cents  to  somebody  else?  A.  Well,  I  have  100 
shares  in  the  company  so  it  makes  no  difference  to  me. 

Q.  I  merely  wanted  to  get  at  the  contribution  of  business. 
That  was  contribution  of  business  to  the  Mercantile  Trust  Com- 
pany?    A.  Yes. 

Q.  So  the  consideration  of  the  reduction  of  price  and  stock  sold 
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by  the  Equitable  Life  to  Messl-s.  Gould  and  Harriman  was  busi- 
ness eontributions  to  the  Mercantile  Trust  Company?  A.  Half 
of  which  the  benefit  of  went  directly  to  the  Equitable  Life. 

Q.  And  you  say  it  was  the  practice  downtown.  Was  the  prac- 
in  the  Equitable  from  time  to  time  to  make  sales  of  stock  ?  A.  I 
know 

Q.  (Continuing.)  to  individuals  at  lower  than  the  market  rate 
in  order  to  compensate  them  or  recognize  in  some  way  their  serv- 
ices to  subsidiary  companies  ?  A.  I  know  of  those  three  instances 
only,  namely  the  instances  of  Gould,  Frick  and  Harriman. 

Q.  Flake  and  Dowling?     A.  Of  the  Equitable  Trust  Company? 

Q.  Yes.     A.  They  paid  the  issue  price. 

Q.  Look  at  page  416  (handing  book).  A.  Then  it  must  have 
been 

MR.  mSTTERMYEE,:  Is  this  Mr.  Hyde's  testimony? 

ME.  HUGHES :  Yes. 

Q.  Go  on.     A.  Then  I  will  add  those  two  exceptions  to  this  list. 

Q.  George  H.  Squire  ?  A.  ~No,  sir,  I  never  knew  of  any  being 
sold  to  him. 

Q.  Who  is. Clinton  Gilbert?     A.  I  don't  know,  sir. 

Q.  Who  is  Edgar  Deal?     A.  Who? 

Q.  Edgar  Deal  ?     A.  I  don't  know. 

Q.  Do  you  know  Clinton  Gilbert  ?     A.  ITo,  sir. 

Q.  Never  had  any  direct  dealings  with  him  ?     A.  ITo. 

ME.  UNTERMYEE :   Flake  and  Dowling  were  brokers, 

THE  WITNESS :  Flake  and  Dowling  were  brokers  and  they 
contributed  then  a  good  deal  of  trust  company  business. 

Q.  Have  you  since  yesterday  been  able  to  get  any  further  in- 
formation about  Wabash  Terminal?     A.  No,  sir. 

Q.  Do  you  now  recall  any  syndicate  in  which  you  were  the 
manager?     A.  No,  sir. 

Q.  Or  any  syndicate  in  which  as  a  manager  you  received  a 
compensation  of  $160,000?     A.  No,  sir. 

Q.  Are  you  able  to  state  there  was  no  such  case  ?  A.  No,  sir ; 
I  have  not  been  able  to  refresh  my  memory  on  it,  Mr.  Hughes. 

Q.  I  would  like  to  have  you  state  where  the  conversation  took 
place    with  Mr.    Harriman   with   regard   to  the   advisability   of 
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settling  Governor  Odell's  suit  against  the  Mercantile  Trust  Com- 
pany? A.  I  think  it  took  place  in  his  office.  I  cannot  remem- 
ber  

Q.  Mr.  Harriman's  office?  A.  I  cannot  remember  whether  it 
was  in  the  front  office  or  back  office. 

Q.  What  was  the  date  ?     A.  I  don't  remember. 

Q.  You  mean  his  office  in  the  Equitable  Life  Building?  A. 
Yes,  sir. 

Q.  Can  you  give  the  date  approximately  ?  A.  I  might  by  try- 
ing to  refresh  my  memory.    I  cannot  from  memory. 

Q.  Will  you  endeavor  to  do  so  ?     A.  Yes,  sir. 

Q.  Do  you  know  anything  about  the  Turner  loan?     A.  No. 

Q.  That  was  before  your  connection  with  the  Equitable,  those 
transactions  ?     A.  That  was  started  before  I  came  in  there. 

Q.  Did  you  have  anything  to  do  with  the  transactions  relating 
to  that  matter  subsequent  to  1900?  A.  No,  sir,  only  from  hear- 
say. 

BY  MK.  TULLY: 

Q.  Were  others  besides  yourself  and  Mr.  Harriman  present  at 
lliat  conversation?  A.  I  should  have  to  refresh  my  memory  on  it. 
It  is  very  difficult  to  remember. 

MR.  UNTERMYER:  Where  is  that  Bank  of  Commerce  state- 
ment? 

THE  WITNESS:  Mr.  Williamson,  have  you  the  Bank  of  Com- 
merce statement? 

(Paper  produced.) 

Q.  You  have  prepared  a  statement,  Mr.  Hyde,  of  the  transac- 
tions leading  to  the  present  National  Bank  of  Commerce?  A. 
Yes. 

Q.  Various  consolidations  which  preceded  that?  A.  Two  in 
number. 

Q.  And  this  statement  was  made  by  whom?  A.  It  was  made 
up  by  Mr.  Snyder  for  me. 

MR.  HUGHES:  I  will  have  it  marked  for  identification  and 
then  we  will  examine  Mr.  Snyder  in  regard  to  the  transactions. 


Testimony  of  James  H.  Hyde.  2327 

THE  WITNESS:  That  is,  of  course,  I  want  it  understood  I 
don't  tnow  -witli  -whom  Mr.  Snyder  advised  in  the  preparation  of 
that. 

ME.  UNTEEMYER:  That  is  all  you  want  of  Mr.  Hyde? 

Q.  "Were  there  any  profits  of  the  Union  Pacific  holding  syndi- 
cate?   A.  Any  profits? 

Q.  Any  profits  distributed  or  intended  to  be  distributed  among 
the  various  participants?    A.  No,  sir. 

Q.  If  the  stock  was  acquired  by  those  managing  the  transaction 
at  a  certain  price,  did  the  participants  take  the  stock  at  the  same 
price — ^was  there  a  commission  paid  to  the  syndicate  managers? 
A.  I  don't  know. 

Q.  But  so  far  as  the  individual  subscribers  are  concerned,  is  it 
your  understanding  that  they  are  to  take,  and  so  far  have  taken 
stock,  at  the  price  at  which  it  was  acquired,  leaving  perhaps  a 
fund  for  commissions,  and  that  there  are  to  be  no  profits  in  the 
syndicate?     A.  I  am  not  familiar  with  those  details. 

Q.  Tou  never  have  received  any  profits?     A.  No,  never. 

BY  MR.  UNTERMYER: 

Q.  You  know  Mr.  Harriman  offered  the  Society  the  cost  of  that 
stock?     A.  Yes. 

Q.  And  that  the  Executive  Committee  would  not  take  it?  A. 
Yes. 

BY  MR.  mJGHES: 

Q.  You  are  referring  now  to  a  recent  transaction?  A.  I  think 
we  are  both  referring  to  the  same  transaction. 

Q.  At  what  time  did  it  take  place?  A.  What  transaction  are 
you  referring  to? 

Q.  This  offer  of  Mr.  Harriman's?  A.  Oh,  I  beg  pardon.  That 
offer  of  Mr.  Harriman's  was  made  in  the  Executive  Committee 
in  -writing  to  me  in  March  or  last  spring — ^March  or  April. 

Q.  1905?    A.  Yes,  sir,  last  spring. 

Q.  And  precisely  what  was  the  offer?  A.  He  offered  —  do  you 
remember,  Mr.  Winthrop  ? 

MR.  WINTHROP:    Cost. 

MR.  UNTERMYEE:    Cost  and  interest. 
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THE  WITNESS:  Cost  and  interest  and  the  Executive  Com- 
mittee declined  it. 

Q.  That  is  cost  and  interest  for  the  Union  Pacific  preferred 
which  the  Equitable  had  acquired  through  its  syndicate  partici- 
pation?    A.  Yes. 

MK.  HUGHES:  ISTow,  I  think  that  is  all.  Mr.  Squire,  will 
you  take  the  stand. 

ME.  UNTEEMYEE:    Mr.  Hyde,  do  not  leave  the  room. 

GEOEGE  H.  SQUIEE,  JE.,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  reside  in  the  City  of  New  York?  A.  No,  sir,  New 
Jersey. 

Q.  What  is  your  business?     A.  Stockbroker. 

Q.  In  what  firm?      A.  Williamson  &  Squire. 

Q.  Who  are  the  other  members  of  that  firm  ?  A.  Sidney  T.  S. 
Williamson,  Norton  Squire,  and  Frank  J.  Coneway,  Jr. 

Q.  Is  Norton  Squire  a  brother  of  yours  ?     A.  Yes,  sir. 

Q.  And  you  are  both  sons  of  George  H.  Squire,  formerly  finan- 
cial manager  of  the  Equitable  Life  Assurance  Society  ?  A.  Yes, 
sir. 

Q.  Is  your  father  in  the  city  ?     A.  Yes,  sir. 

Q.  What  is  his  physical  condition  ?  A.  His  condition  is  poor. 
He  is  in  very  bad  health  physically,  and  to  some  extent  mentally. 

Q.  How  long  has  he  been  in  poor  health  ?  A.  Since  a  year  ago 
in  October,  the  early  part  of  October  I  think  it  was,  the  latter 
part  of  September. 

Q.  What  is  his  trouble.  A.  He  burst  an  artery  in  his  leg  and 
had  his  leg  amputated  near  the  body. 

Q.  Does  he  come  downtoAvn?  A.  No,  sir,  he  has  not  been 
down  in  some  months. 

Q.  Is  he  able  to  testify  ?  A.  I  hardly  know.  I  understand  he 
has  testified,  has  he  not,  privately? 

Q.  When  ?  A.  I  think  during  the  summer  —  no  it  could  not 
have  been. 

ME.  EANSOM:    He  is  referring  to  the  interview  this  fall. 
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MR.  HUGHES:     Oh,  yes. 

Q.  What  is  your  relation  to  the  firm  of  Williamson  &  Squire? 
A.  General  partner. 

Q.  Were  you  such  in  1901?     A.  Yes,  sir. 

Q.  You  have  been  asked  to  produce  records  of  certain  trans- 
actions between  your  firm  and  the  individuals  named  upon  this 
paper.  Is  this  paper  a  correct  transcript  of  your  books  with  refer- 
ence to  these  transactions  ?      (handing  paper)  ?      A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(raper  marked  Exhibit  No.  369.) 

(Exhibit  No.  369  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  Without  taking  time  to  read  this  in  full, 
the  first  paper  is  a  memorandum  of  the  account  of  Thomas  D. 
Jordan,  showing  purchases  between  June  ith,  1901,  and  Septem- 
ber 30th,  1901,  of  Lawyers'  Title  Insurance  Company,  and 
Lawyers'  Mortgage  Insurance  Company's  stock. 

The  second  paper  is  a  memorandum  of  the  account  of  Thomas 
D.  Jordan,  showing  a  sale  of  the  Lawyers'  Mortgage  Insurance 
Company  stock. 

The  next  is  a  memorandum  of  the  account  of  the  Equitable.  Life 
Assurance  Society,  showing  purchases  between  May  29,  1901,  and 
October  5,  1904,  inclusive,  of  Lawyers'  Mortgage  Insurance  Com- 
pany stock,  and  Lawyers'  Title  Insurance  Company  stock,  and  In- 
ternational Banking  Company's  stock. 

The  next  is  a  memorandum  of  stock  sold  direct  to  the  Equitable 
Life  Assurance  Society  between  November  19,  1901,  and  Decem- 
ber 16,  190'3,  of  Lawyers'  Title  Insurance  Company  stock.  Law- 
yers' Mortgage  Insurance  Company  stock,  and  International  Bank- 
ing Company  stock. 

The  next  is  a  memorandum  of  the  account  of  George  II.  Squire, 
showing  purchases  between  December  23,  1901,  and  December  15, 
1904,  of  Lawyers'  Title  Insurance  Company  stock,  and  Lawyers' 
Mortgage  Insurance  Company  stock. 

The  next  is  a  memorandum  of  the  account  of  George  H.  Squire, 
showing  sales  between  June  17,  1901,  and  December  14,  1904, 
Lawyers'  Title  Insurance  Company  stock,  and  Lawyers'  Mortgage 
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Insurance  Company  stock,  and  International  Banking  Company 
stock. 

The  next  is  a  memorandum  of  the  account  of  Hyde,  Squire  and 
Mclntyre,  joint  account,  showing  sales  on  August  11,  and  August 
15,  1904,  of  Lawyers'  Mortgage  Insurance  Company  stock. 

The  next  is  a  memorandum  of  the  account  of  the  Equitable 
Trust  Company,  between  February  25,  1903,  and  April  Y,  1905, 
showing  purchases  and  sales  of  Lawyers'  Mortgage  Insurance 
Company  and  Lawyers'  Title  Insurance  Company  stock. 

The  next  is  a  memorandum  of  the  account  of  William  H.  Mc- 
lntyre, between  May  22,  1902,  and  August  11,  1904,  showing  pur- 
chases and  sales  of  International  Banking  Company  stock.  Law- 
yers' Title  Insurance  Company  stodk,  and  Lawyers'  Mortgage  In- 
surance Company  stock. 

The  next  is  a  memorandum  of  the  account  of  James  H.  Hyde, 
between  August  6,  1901,  and  September  9,  1901,  showing  pur- 
chases of  Lawyers'  Title  Insurance  Company  stock,  and  Lawyers' 
Mortgage  Insurance  Company  stock. 

The  next  is  an  account  of  Sidney  Dillon  Ripley,  showing  ac- 
count from  February  25,  1902,  to  May  17,  1902,  showing  pur- 
chases of  Lawyers'  Title  Insurance  Company  stock. 

The  next  is  a  memorandum  of  stock  purchased  August  15,  1904, 
Lawj'ers'  Title  Insurance  Company  stock,  for  the  account  of  J.  W. 
Alexander. 

Q.  I  call  your  attention  to  the  first  paper,  purchases  for  the 
account  of  Thomas  D.  Jordan.  Did  you  have  the  transaction  with 
Thomas  D.  Jordan,  relating  to  those  purchases?     A.  Yes,  sir. 

Q.  He  personally  authorized  the  purchase  of  these  securities? 
A.  Yes,  sir. 

Q.  Were  the  certificates  for  these  shares  delivered  to  Mr.  Jor- 
dan?   A.  I  believe  they  were.    I  don't  remember  really. 

Q.  Do  you  know  when  they  were  delivered?  A.  They  were 
delivered  as  soon  as  they  came  in,  as  soon  as  they  were  delivered 
in  the  ordinary  course  of  business. 

Q.  In  the  order  of  purchase?     A.  Yes,  sir. 

Q.  Those  you  did  not  resell  for  his  account?     A.  No,  sir. 

Q.  I  call  your  attention  to  the  account  of  James  H.  Hyde, 
August  to  September,  1901,  with  whom  did  you  have  the  trans- 
actions relating  to  those  purchases?  A.  To  the  best  of  my 
recollection,  with  Mr.  Mclntyre. 

Q.  To  whom  were  delivered  the  shares  purchased  for  Mr. 


Testimony  of  George  H.  Squire,  Jr.  2331 

Hyde's  account?  A.  They  were  delivered  at  Mr.  Hyde's,  or 
Mr.  Mclntyre's  office  in  the  Equitable  Building. 

Q.  From  whom  did  you  receive  the  payments  for  the  shares  ? 
A.  I  cannot  recall  now  who  the  checks  were  drawn  by,  but  from 
the  parties  to  whom  the  stock  was  delivered  we  received  the 
checks. 

Q.  I  call  your  attention  to  a  sale  for  the  account  of  Thomas 
D.  Jordan,  October  9,  1901,  twenty-five  shares  of  the  Lawyers' 
Mortgage  Company  at  211,  to  A.  H.  Muller  &  Son.  Did  that 
sale  take  place  at  Mr.  Jordan's  instance  ?    A.  Yes,  sir. 

Q.  At  auction?    A.  Yes,  sir. 

Q.  What  was  the  occasion  for  sending  down  twenty-five  shares 
to  Muller  &  Son  to  be  sold  at  auction  ?    A.  I  don't  remember. 

Q.  Was  it  not  for  the  purpose  of  establishing  a  price?  A  I 
don't  know,  sir,  what  his  object  was.    I  did  not  ask  him. 

Q.  Did  he  personally  give  you  instructions  for  that  ?  A.  Yes, 
sir. 

Q.  Who  was  the  purchaser  at  the  auction  ?    A.  It  is  not  known. 

Q.  Did  you  buy  them  in  ?    A.  I  don't  think  so. 

Q.  Are  you  prepared  to  say  you  did  not  ?  A.  'No,  sir.  I  have 
not  looked  it  up.    I  don't  think  so. 

Q.  I  should  be  glad  to  have  you  look  that  up.     A.  AU  right. 

BY  THE  CHAIEMAI^: 

Q.  Did  you  cause  them  to  be  bid  in,  Mr.  Squire,  by  someone 
else?  A.  ISTo,  sir,  I  don't  think  I  did.  I  think  I  can  state  that 
I  did  not  bid  them  in,  because  I  don't  think  we  were  dealing  in 
it  at  that  time. 

By  ME.  HUGHES: 

Q.  Well,  what  do  you  mean  by  "  dealing  in  it  ?  "  A.  We  were 
dealers  in  Lawyers'  Title  and  Lawyers'  Mortgage,  we  adver- 
tised it  extensively  that  we  dealt  in  it,  and  we  bought  it  and  sold 
it;  we  were  specialists. 

Q.  You  were  buying  and  selling  a  good  deal  in  a  later  time, 
in  ISTovember,  directly  to  the  Equitable  Life?    A.  Yes,  sir. 

Q.  Is  it  not  the  fact  that  you  were  desirous  in  October,  on  or 
about  October  9,  1901,  to  have  a  price  established  by  an  auction 
pale?    A.  Possibly,  I  cannot  state. 

Q.  Don't  you  remember  Mr.  Jordan  saying  something  to  you 
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about  that?  A.  'No,  sir.  I  would  like  to  say,  Mr.  Hughes,  if 
you  will  allow  me,  that  it  is  very  hard  to  recall  those  separate 
transactions.  We  sometimes  have  as  many  as  one  hundred  a 
day  go  through  the  office  and  it  is  very  hard  to  recall  the  sep- 
.irate  transactions,  particularly  those  taking  place  sometime  ago. 

Q.  I  call  your  attention  to  the  fact  that  on  October  9,  1901, 
there  is  this  sale  of  twenty-five  shares  on  account  of  Thomas  D. 
Jordan  fl^rough  Muller  &  Son  at  auction  for  211.     A.  Yes  sir. 

Q.  And  that  two  days  later  on  October  11^  1901,  the  Ameri- 
can Deposit  &  Loan  Company  sold  805  shares  of  the  Lawyers' 
Jiloi'tgage  Insurance  Company  to  the  Equitable  Life  Assurance 
Society  alt  211. .  A.  Yes. 

Q.  Do  yoti  know  anything  about  that  ?    A.  ISTo,  sir. 

Q.  Did  you  ever  deliver  any  shares  to  the  American  Deposit 
&  Loan  Company?  A.  Not  unless  it  is  in  that  schedule  there, 
the  Equitable  Trust  Company.  I  don't  think  we  ever  did  have 
any  transactions  with  the  American  Deposit  &  Loan  Company. 

Q.  I  call  your  attention  to  the  fact  that  on  October  9,  1901, 
the  Equitable  Life  Assurance  Society  sold  to  George  H.  Squire 
eleven  hundred  shares  of  the  Lawyers'  Insurance  Company  at 
174,  and  I  show  you  a  sale  of  November  22,  1901,  in  your  memo- 
randimi  of  sales,  made  direct  to  the  Equitable  Life  Assurance 
Soceity,  by  Williamson  &  Squire,  of  one  hundred  shares  of  Law- 
yers' Title  Insurance  Company  at  350.  Do  you  recognize  it? 
A.  Yes,  sir. 

Q.  Where  did  you  get  that  one  hundred  shares,  did  you  get  it 
from  George  II.  Squire  ?  A.  Yes,  sir.  Can  I  make  just  a  remark 
before  we  go  on? 

Q.  Yes.  A.  We  tried  to  make  a  market  for  Lawyers'  Title 
and  Lawyers'  Mortgage  stock  and  the  two  companies  were  aware 
of  our  efforts,  and  referred  people  to  us  who  wished  to  deal  in 
those  securities,  but  there  never  was  a  broad  market  for  it,  and 
it  fluctuated  very  rapidly,  in  some  cases  as  much  as  ten  points 
a  day,  or  fourteen.  In  fact,  recently,  I  believe,  this  fall,  it  sold  at 
prices  fourteen  points  apart  on  the  same  day.  The  sales  in  which 
Ave  had  no  interest. 

Q.  Well,  it  appears  that  the  Equitable  acquired  two  thousand 
shares  of  the  Lawyers'  Title  Insurance  Company  direct  from  the 
Lawyers'  Title  Insurance  Company  on  March,  1901,  at  74,  and 
sold  one  thousand  one  hundred  and  ten  shares  two  days  later  to 
George  H.  Squire. 


Testimony  of  George  H.  Squire,  Jr.  2333 


Now  it  appears  that  in  the  fall  of  the  year  shares  were  disposed 
of — well,  it  appears  on  June  17,  1901,  just  three  months  later,  one 
hundred  shares  were  sold  by  your  firm  for  George  H.  Squire 
at  310,  and  those  shares  were  sold  to  Williainson  &  Squire,  were 
they  not  ?     A.  Yes,  sir. 

Q.  And  it  appears  that  in  the  fall  of  the  year  Williamson  & 
Squire  sold  on  jSfovember  19,  50  shares  to  the  Equitable  Life  As- 
surance Society  at  350.  It  appears  that  on  November  22,  1901, 
George  H.  Squire  sold  100  shares  to  the  Equitable  Life  at  350  ? 
A.  Yes. 

Q.  It  further  appears  that  on  .  A.  It  might  help  you  a 

little,  Mr.  Hughes,  to  know  that  the  Lawyers'  Title  Company 
issued  some  stock  at  lY^t  and  they  increased  their  capital  in  1901. 

Q.  That  is  exactly  what  I  am  bringing  out.  The  Lawyers' 
Title  Company  through  the  increase  of  stock  gave  to  the  Equitable 
2,000  shares  on  March  16,  1901?  A.  I  don't  know  anything 
about  that. 

Q.  And  two  days  later  the  Equitable  transferred  to  Mr.  Squire, 
your;  father,  1,110  shares.  Now  I  am  following  the  subsequent 
purchases  by  the  Equitable  from  your  father  either  directly  or 
through  your  firm  of  Williamson  &  Squire  ?     A.  Yes. 

Q.  We  have  found  two  of  them.  Now  to  summarize  what  is 
the  total  number  of  shares  of  Lawyers'  Title  Insurance  Company 
stock  which  you  sold  to  the  Equitable  Life  Assurance  Society? 
Can  you  present  it  from  that  paper  (handing  paper).  A.  Which 
we  sold  them  directly? 

Q.     Yes.     Give  the  dates  and  amounts. 

A.  November  19,  30  shares  at  350. 
Same  date,  20  shares  at  350. 
November  22d,  20(T  shares  at  350. 
November  25th,  50  shares  at  345. 
January  23,  1902,  26  shares  at  326. 
April  1,  1902,  60  shares  at  350^. 
April  8th,  50  shares  at  351|. 
April  10th,  55  shares  at  3551/4. 

Q.  Confine  yourself  to  the  insurance  company.  A.  October 
14th,  50  shares  at  380. 


September  28,  1903,  100  shares  at  300. 
October  14,  1903,  110  shares  at  295. 
December  16.  1903.  44  -hares  at  300. 
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ME.  MOEGAN:  What  is  the  item  of  Tebruary  3d» 
ME.  HUGHES:  Is  not  that  the  strip? 
THE  WITNESS:  No,  sir. 
ME.  HUGHES:    That  is  in  your  list? 

THE  WITNESS:  I  beg  your  pardon.  I  thought  you  meant 
bj  the  firm. 

Q.  Well,  it  is  in  your  list  of  direct  transfers  for  some  reason. 
You  had  better  include  it  as  it  is  taken  from  that  list?  A. 
Eebruary  3,  1903,  200  shares  at  370.    I  think  that  is  all. 

Q.  Now  how  many  of  those  shares  were  acquired  by  you 
from  your  father  George  H.  Squire  —  when  I  say  you  I  mean 
your  firm.  In  how  many  cases  were  the  shares  sold  that 
came  from  him?     A.  454  shares,  I  think  that  is  correct. 

Q.  And  in  addition  to  those  shares  which  were  acquired  from 
your  father  and  sold  by  your  firm  to  the  Equitable,  you  acted 
as  brokers  for  your  father  in  the  making  of  sales  to  the  Equi- 
table, did  you  not?  A.  That  includes  that  200  shares.  I  think 
that  is  everything  that  he  either  sold  to  us  directly  and  we  after- 
wards sold  to  the  Equitable  or  that  we  bought  of  him  for  the 
Equitable. 

Q.  On  November  22,  1901,  you  sold  to  the  Equitable  at  350 
150  shares  of  Title  Insurance  Company  stock  for  your  father's 
account?    A.  Yes. 

Q.  Was  that  included  in  the  total  you  gave  me?  A.  Yes, 
it  was  included. 

Q.  On  Eebruary  3,  1903,  you  sold  100  shares  of  Lawyers' 
Title  Insurance  Company  stock  to  the  Equitable  Life  Assur- 
ance Society  for  your  father's  account  at  370.  Was  that  in- 
cluded in  your  total?     A.  Yes,  sir. 

Q.  Now  you  bought  shares  from  time  to  time  for  your 
father's  account  of  this  same  class,  did  you  not?    A.  Yes. 

Q.  Who  is  Edgar  Deal?     A.  He  is  a  stock  broker. 

Q.  Was  he  an  independent  purchaser  in  the  cases  where  his 
name  appears  here?     A.  Yes,  sir. 

Q.  Who  is  Clinton  Gilbert?     A.  He  is  a  broker  also. 

Q.  I  notice  that  on  November  25,  1901,  you  bought  300 
shares  for  the  Equitable  life  Assurance  Society  from  C.  Gilbert 
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and  100  shares  from  Edgar  Deal,  both  cases  being  Lawyers' 
Title  Insurance  Company  stock?    A.  Yes. 

Q.  Do  you  know  whose  stock  it  was  that  was  sold  to  you 
through  those  brokers?    A.  No,  sir. 

Q.  In  the  case  of  Lawyers'  Mortgage  Company  stock,  you 
also  bought  for  the  account  of  Mr.  Jordan  and  Mr.  Hyde  in 
1901?    A.  Yes. 

Q.  In  Mr.  Hyde's  case  it  was  on  Mr.  Mclntyre's  order,  the 
same  as  Lawyers'  Title  Insurance  Company  stock?  A.  To  the 
best  of  my  remembrance,  yes,  sir. 

Q.  It  appears  that  you  sold  certain  shares  of  Lawyers'  Mort- 
gage Company  stock  directly  to  the  Equitable  Society.  Will 
you  please  eniimerate  those,  giving  the  dates  and  the  prices 
and  amounts?  A.  March  24,  1902,  110  shares  Lawyers'  Mort- 
gage Company  at  212^,  April  24,  1902,  50  shares  La^vyers' 
Mortgage  Company  at  214f,  July  21,  1902,  100  shares  Law- 
yers' Mortgage  Company  at  225,  July  22d,  60  shares  at  227. 

Q.  What  of  those  shares  were  acquired  by  you  from  your 
father?     A.  200  shares. 

Q.  What  other  amount  did  you  sell  to  the  Equitable  Assur- 
ance Society  for  your  father's  account,  if  any?  A.  None.  They 
are  all  do^vn  there. 

Q.  I  know  they  are  all  here,  but  I  mean  in  addition  to  those 
you  have  just  mentioned  are  there  any?  A.  No,  sir,  that  in- 
cluded them  all. 

Q.  Were  any  of  these  shares  of  either  the  Lawyers'  Title 
Insurance  Company  stock  or  the  Lawyers'  Mortgage  Insurance 
Company  stock  which  you  sold  to  the  Equitable  acquired  from 
Thomas  D.  Jordan  ?     A.  No,  sir. 

Q.  Or  James  H.  Hyde?     A.  No,  sir. 

Q.  Or  anyone  else  connected  with  the  Equitable  except  your 
father?     A.  No,  sir. 

Q.  William  H.  Mclntyre?     A.  No,  sir. 

Q.  When  vou  acquired  stocks  from  Clinton  Gilbert  or  Edgar 
Deal,  or  other  brokers,  you  did  not  know  who  they  represented  ? 
A.  No,  sir,  except  in  one  or  two  cases  there,  Mr.  Hughes. 

Q.  Did  you  know  in  any  case  where  they  appear  here  whether 
they  represented  anyone  connected  with  the  Equitable  Life  As- 
surance Society  ?  A.  They  did  not,  none  of  them  represented 
anybody  connected  with  it. 

Q.  We  start  with  the  fact  that  in  the  case  of  the  Lawyers' 
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Title  Insiirance  Company  stock  George  IT.  Squire  acquired  1,110 
shares  in  March,  1901,  at  174.  Then  on  June  17,  1901,  you 
bought  from  him  100  shares  at  310  ?     A.  Yes. 

Q.  And  this  is  the  check  that  I  now  show  you  for  the  proceeds 
of  that  sale  (handing  paper)  ?     A.  Yes. 

ME.  HUG-HE  S :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  370.) 

Q.  Did  he  sell  any  part  of  that  100  shares  to  the  Equitable 
Life  Assurance  Society  that  you  bought  from  Mr.  Squire  at  310  ? 
A.  No,  sir. 

Q.  I  note  next  that  you  sold  on  November  22,  1901,  for  the 
account  of  George  H.  Squire,  100  shares  at  370  to  the  Equitable 
Life  Assurance  Society?     That  is  correct,  is  it  not?     A.  Yes. 

Q.  Is  this  the  check  for  the  proceeds  of  that  sale  under  date 
of  jSTovember  25,  1901  (handing  paper)  ?     A.  Yes,  sir. 

MR.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  371.) 

MR.  HUGHES :  The  first  check  that  I  offered,  Eixhibit  370, 
was  for  $31,000,  the  price  of  300  shares  at  310,  vsdthout  deduc- 
tion of  commissions,  as  it  was  bought  of  the  brokers.  The  next 
check  is  for  $34,991.75,  Williamson  &  Squire,  and  that  I  under- 
stand was  for  the  $35,000,  the  price  of  100  shares,  less  com- 
mission? 

THE  WITNESS:    Yes. 

Q.  The  check  payable  to  the  order  of  Ernest  B.  Squire  or  our- 
selves, is  in  the  usual  form  of  your  checks?     A.  Yes. 

Q.  And  then  is  endorsed  to  George  H.  Squire  in  -each  case  ? 
A.  Yes,  sir. 

MR.  MORGAN:  Do  you  wish  to  retain  those  checks?  We 
may  want  them  for  future  reference. 

MR.  HUGHES :  I  will  read  them  on.  the  record,  on  that  sug- 
gestion. 

(Exhibits  370  and  371  read.) 
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Q.  Now,  these  two  sales  that  I  have  called  your  attention  to 
were  under  date  of  June  17,  1901,  and  ISTovember  22,  1901,  of 
Lawyers'  Title  Insurance  Company  stock.  Down  to  that  time 
your  father  had  not  bought  through  you  any  shares  of  the  Law- 
yers' Title  Insurance  Company  ?     A.   ITo,  sir. 

Q.  And  so  far  as  you  know  he  had  not  acquired  any  stock  of 
the  Lawyers'  Title  Insurance  Company  except  that  which  he  had 
acquired  in  the  previous  March  at  174  from  the  Equitable  Life  ? 
A.  I  have  no  knowledge  of  his  private  affairs. 

Q.  ISTow,  beginning  with  December  23,  1901,  your  firm  bought 
for  your  father's  account  various  shares  of  Lawyers'  Title  and 
Mortgage  Company's  stock?      A.    Ye,s. 

Q.  And  made  sales  from  time  to  time  ?    A.  Yes. 

Q.  The  first  purchase  that  you  appear  to  have  made  of  the 
Lawyers'  Mortgage  Insurance  Company  stock  is  under  date  of 
February  6,  1902  ?     A.    Yes. 

Q.  Had  you  any  knowledge  of  your  father's  having  acquired 
any  shares  of  the  Lawyers'  Mortgage  Insurance  Company's  stock 
prior  to  February  6,  1902,  save  the  650  shares  which  he  got  from 
the  Equitable  on  May  15,  1901,  at  125  ?  A.  l^o  knowledge  of 
where  he  got  it. 

Q.  You  did  not  make  any  purchase  for  him  before  February 
6,  1902?      A.    No. 

ME.  HUGHES:  I  note  upon  the  record  from  the  records 
of  the  Equitable  Society  that  on  May  15,  1901 

I  withdraw  that  last  question.  It  was  a  mistake.  I  note  that 
on  May  15,  1901,  there  was  a  purchase  from  the  Eauitable  by 
George  H.  Squire  of  650  shares.  Do  you  know  where  he  got 
that  stock?     A.    No,  sir. 

Q,  It  did  not  pass  through  your  firm's  hands  ?     A.   No,  sir. 

Q.  I  wish  you  would  read  upon  the  record  the  purchases  which 
your  firm  made  for  the  account  of  George  H.  Squire  of  Lawyers' 
Mortgage  Insurance  stock,  giving  the  dates  and  the  price.  A. 
February  6,  1902,  100  shares.  Lawyers'  Mortgage  Company's 
stock,  at  210. 

February  13,  10  shares,  at  206. 

May  10,  1902,  5  shares,  at  210. 

May  13,  40  shares,  at  212. 

May  23,  100  shares^  at  210. 

June  25,  lOO  shares,  at  212. 
74 
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November  19,  1904,  20  shares,  at  195. 

November  30,  1904,  75  shares,  at  200. 

December  2,  1904,  5  shares,  at  199^.     I  believe  that  is  all. 

Q.  You  have  already  given  the  sales  to  the  Equitable,  I  think  ? 
A.   Yes. 

Q.  Of  the  Lawyers'  Mortgage  Company  with  the  rate?  A. 
Yes. 

Q.  I  show  you  a  check  dated  October  1,  1901,  endorsed  to  your 
father's  order.  "What  was  that  for  ?  A.  That  was  for  50  shares 
of  Lawyers'  Mortgage  Company.  We  sold  for  him  at  205,  or 
rather  he  sold  it  to  us.      "We  bought  it  from  him. 

MR.  HUGHES:  You  can  pick  those  out  for  me  and  I  will 
withdraw  you  for  a  moment.  Mr.  Jenkins,  will  you  take  the 
stand  ? 

GEOEGE  W.  JENKINS,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Jenkins,  where  do  you  reside  ?     A.    New  Jersey. 

Q.  What  is  your  business  ?  A.  At  present  I  am  president  of 
a  corporation  here  in  the  city. 

Q.  Were  you  ever  connected  with  the  American  Deposit  & 
Loan  Company?  A.  I  was  president  of  it  from  its  organization 
in  1895,  until  April,  1902. 

Q.  I  call  your  attention  to  a  sale  by  the  American  Deposit  & 
Loan  Company  to  the  Equitable  Life  Assurance  Society  of  408 
shares  of  the  Lawyers'  Title  Insurance  Company  stock  at  $136,680 
on  October  11,  1901.  Do  you  remember  that  transaction?  A.  I 
remember  the  sale.  I  do  not  remember  the  amount  or  the  date, 
but  I  remember  the  sale. 

Q.  You  remember  the  fact  there  was  a  sale  of  a  block  of  Law- 
yers' Title  Insurance  Company  stock?    A.  Yes.- 

Q.  To  the  Equitable  ?    A.  Yes. 

Q.  At  whose  instance  was  that  sale  made  ?  A.  At  the  request 
of  George  H.  Squire. 

Q.  How  was  that  request  communicated  to  you  ?  A.  He  spoke 
to  me  about  it. 

Q.  Did  he  fix  the  price?  A.  Well,  the  transaction  was  this, 
that  Mr.  Squire  asked  me  to  accept  and  pay  for  all  the  stock  of 
that  company  delivered  at  our  ofiice  by  Williamson  &  Squire. 
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Q.  Did  you  do  that  ?  A.  And  they  brought  in  the  certificates 
day  after  day  for  the  different  amounts 

Q.  Was  that  through  the  summer  of  1901  ?  A.  I  cannot  tell 
you  the  date. 

Q.  Was  it  for  some  period  of  time  prior  to  October  when  this 
sale  was  made  ?    A.  Few  weeks  or  a  few  months,  I  cannot  say. 

Q.  It  was  not  a  matter  which  consisted  of  one  transaction  ? 
A.  No,  they  bought  them  in  from  time  to  time  and  the  price 
varied,  generally  I  think  it  went  up,  advanced  as  they  made  these 
purchases. 

Q.  And  it  may  have  been  a  period  of  weeks  or  months,  you 
do  not  recollect  just  how  long?  A.  No.  Our  books  will  show 
that.     I  don't  remember. 

Q.  In  other  words,  Mr.  Squire  requested  the  American  Deposit 
&  Loan  Company  to  pay  for  certain  stock  of  the  Lawyers'  Title 
Insurance  Company  as  Williamson  &  Squire  turned  in?    A.    Yes. 

Q.  And  they  turned  in  about  how  much  ?  A.  Well,  I  cannot 
say;  the  books  will  show,  and  the  books  are  absolutely  correct,  I 
think. 

Q.  In  whose  na-me  was  the  account  kept  ?  A.  I  am  under  the 
impression  that  the  certificates  were  kept  in  the  names  in  which 
they  appeared  as  they  were  brought  in. 

Q.  And  in  the  books  of  the  American  Deposit  &  Loan  Com- 
pany?    A.  I  don't  remember  that  detail. 

■Q.  The  moneys  that  were  paid  out  were  charged  to  somebody? 
A.  Yes,  the  books  will  show. 

Q.  Were  they  charged  to  Mr.  C.  F.  Williamson  ?  A.  I  cannot 
say,  I  don't  remember. 

Q.  Or  to  George  H.  Squire  ?    A.  I  don't  remember. 

Q.  The  number  of  shares  which  the  American  Deposit  &  Loan 
Company  subsequently  sold  to  the  Equitable  Life  Assurance  So- 
ciety was  the  total  number  that  had  been  acquired  in  this  way  ? 
A.  Unquestionably,  bought  in  that  way. 

Q.  The  American  Deposit  &  Loan  Company  retained  none  of 
them  ?    A.  I  think  not. 

Q.  And  did  not  deliver  them  to  anybody  else  ?    A.  I  think  not. 

Q.  Was  the  sale  to  the  Equitable  made  at  a  price  in  excess  of 
the  amount  which  the  American  Deposit  &  Loan  Company  had 
paid  for  the  stock  ?    A.  Yes. 

.  Q.  Do  you  remember  approximately  about  the  amount  of  the 
excess?     A.  To  the  best  of  my  recollection  about  $18,000,  hvAf 
lam  not  positive.  1 
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Q.  And  to  whom  was  the  money  paid  ?  A.  We  sold  the  stock 
to  the  Equitable  and  gave  a  check  for  the  difference  less  our  com- 
missions and  interest,  whatever  it  might  be  called,  I  think  to 
George  K,  Squire. 

Q.  Are  you  positive  of  that?  A.  That  is  the  best  of  my  recol- 
lection. 

Q.  You  are  quite  sure  that  Mr.  Squire  did  not  bring  you  the 
stock  as  his  stock,  but  it  was  stock  bought  from  Williamson  & 
Sqiiire?     A.  I  know  that  perfectly,  yes,  sir. 

Q.  And  were  Williamson  &  Squire  buying  it  from  time  to 
time  ?    A.  So  I  understood  at  the  time. 

Q.  Did  you  understand  on  whose  account  they  were  buying 
it  ?  A.  I  understood  at  the  time  that  it  was  on  account  of  the 
Equitable  Life,  that  we  were  to  sell  it  to  the  Equitable  Life. 

Q.  In  other  words,  to  have  it  entirely  definite,  Williamson  & 
Squire  were  buying  shares  of  the  La"^vyers'  Title  Insurance  Com- 
pany stock  for  some  time  prior  to  October,  1901,  and  the 
total  amount  of  such  shares  which  were  turned  in  to  the  Ameri- 
can Deposit  &  Loan  Company,  and  paid  for  by  it  was  sold 
by  the  American  Deposit  &  Loan  Company  at  Mr.  Squire's 
suggestion  to  the  Equitable  Life?     A.  That  is  my  recollection. 

Q.  Now,  do  you  recall  that  similar  purchases  were  made  from 
time  to  time  by  the  American  Deposit  &  Loan  Company  of 
stock  of  the  Lawyers'  Mortgage  Insurance  Company?  A.  ISTo, 
I  do  not. 

Q.  There  is  a  sale  here  on  the  same  day,  October  11,  1901, 
by  the  American  Deposit  &  Loan  Company  of  805  shares  of 
stock  of  the  Lawyers'  Mortgage  Insurance  Company  for  $69,855. 
Do  you  recollect  that  there  was  a  block  of  Lawyers'  Mortgage 
stock  that  was  handled  in  the  same  way  as  the  block  of  Law- 
yers' Title  stock?  A.  I  think  that  my  answer  should  apply  to 
both  stocks,  that  is  I  think  the  difference  of  $18,000  would 
refer  to  both  stocks.  My  recollection  is  that  it  is  all  one  trans- 
action, two  different  kinds  of  stocks. 

Q.  Exactly.  So  you  remember  there  were  a  lot  of  shares 
of  the  Mortgage  Company  as  well  as  a  lot  of  shares  of  the 
Title  Company?  A.  I  would  not  say  positively.  I  think  I 
handled  both  lands  of  stock  in  the  same  transaction,  and  that 
the  difference  was  both  kinds  of  stock. 

Q.  Paid  for  them  in  the  same  way,  and  sold  them  in  the 
same  way  at  the  same  time  and  paid  over  the  balance  of  the 
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proceeds  in  one  payment?     A.  That  is  my  recollection  of  the 
transaction. 

GEORGE  H.  SQUIEE,  JR.,  resumes  the  stand. 

Q.  I  want  to  know  whether  prior  to  October  11,  1901,  you 
bought  any  shares  of  Lawyers'  Title  Insurance  Company's  stock 
or  Lawyers'  ]\Iortgage  Insurance  Company's  stock  for  the  ac- 
count of  any  one  connected  with  the  Equitable  except  Thomas 
D.  Jordan  and  James  H.  Hyde?    A.  No,  sir. 

Q.  During  that  period  or  prior  to  October  11,  1901,  you 
did  not  buy  any  shares  for  the  account  of  George  H.  Squire, 
did  you?  A.  The  first  transaction  was  June  17,  1901,  I  bought 
from  my  father. 

Q.  That  is  a  sale.  I  want  to  know  whether  prior  to  October 
11,  1901,  you  bought, — and  when  I  say  you  in  these  questions 
I  mean  Williamson  &  Squire,  of  course — ^whether  you  bought 
any  shares  of  Lawyers'  Title  Insurance  Company's  stock  for  the 
account  of  George  H.  Squire?     A.  ISTo,  sir. 

Q.  Or  William  H.  Mclntyre?  A.  What  is  the  date  again, 
please? 

MR.  HUGHES:  October  11,  190L 

Question  repeated  as  follows: 

Q.  I  want  to  know  whether  prior  to  October  11,  1901,  you 
bought  —  and  when  I  say  you  in  these  questions,  I  mean 
Williamson  &  Squire,  of  course  —  whether  you  bought  any 
shares  of  Lawyers'  Title  Insurance  Company's  stock  for  the 
account  of  George  H.  Squire?    A.  ISTo,  sir. 

Q.   Or  of  William  H.  Mclntyre  ?    A.  E"o,  sir. 

Q.  ISTor  for  the  account  of  anybody  connected  with  the  Equi- 
table except  Thomas  D.  Jordan  and  James  H.  Hyde?  A.  ISTo, 
sir. 

Q.  Wow  what  is  the  number  of  shares  which  you  bought  for 
account  of  Thomas  D.  Jordan  —  that  is  shares  of  Lawyers'  Title 
Insurance  Company,  prior  to  October  11,  1901?  A.  I  will  have 
to  add  them  up. 

Q.  Yes.     A.  324  shares. 

Q.  How  much?    A.  324. 

Q.  That  is  correct.  Now,  what  is  the  number  of  shares  which 
your  firm  bought  for  the  account  of  James  H.  Hyde  prior  to 
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October  11,  1901,  of  Lawyers'  Title  Insurance  Company,  you 
understand?    A.  Yes,  sir.     107  shares. 

Q.  Making  a  total  bought  for  the  account  of  the  two  of  431 
shares?    A.  431  shares. 

Q.  JSTow,  do  not  you  recall  that  you  delivered  those  shares  to 
the  American  Deposit  &  Loan  Company  and  they  were  paid  for 
by  the  American  Deposit  &  Loan  Company?  A.  Why,  I  have 
no  doubt  on  that,  if  Mr.  Jenkins  says  so.  I  can  find  it  out  very 
easy.     I  have  not  any  remembrance  of  it. 

MR.  UNTERMYER:  Didn't  the  witness  say,  Mr.  Hyde's 
shares  were  delivered  in  his  office  and  paid  for  by  him? 

MR.  HUGHES:  Does  the  witness  mean  to  say  it?  No,  we 
have  some  additional  evidence. 

Q.  Do  you  mean  to  say  those  shares  bought  for  Mr.  Hyde  were 
delivered  to  Mr.  Hyde's  office?  Weren't  they  delivered  to  the 
American  Deposit  &  Loan  Company?  A.  I  don't  know,  sir.  I 
cannot  state  because  I  don't  remember.  It  is  four  years  ago;  I 
don't  remember. 

Q.   Can  you  find  out?    A.  Yes,  sir. 

Q.  And  the  same  with  regard  to  Mr.  Jordan's  shares?  A-  Yea, 
sir. 

MR.  HISTTERMYER :  Will  you  ask  the  witness  whether  he 
meant  to  infer  or  imply  any  of  the  shares  bought  for  Mr.  Hyde 
were  sold  to  the  Equitable? 

MR.  HUCjHES  :  The  witness  has  not  been  asked  for  his  infer- 
ence. The  witness  has  not  been  asked  for  what  his  inference  is  in 
the  matter.  He  is  merely  asked  whether  there  were  any  trans- 
actions for  any  other  persons  prior  to  the  date  when  these  shares 
were  transferred  by  the  American  Deposit  &  Loan  to  the  Equi- 
table. If  Mr.  Hyde  has  any  records  we  would  be  very  glad  to 
have  them. 

Recess  until  2.30  P.  M. 


AFTEE  RECESS. 

EDWARD  H.  HARRIMAN,  being  duly  sworn,  testified  as 
follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Harriman,  you  have  been  director  of  the  Equitable  Life 
Assurance  Society?    A.  Yes,  sir. 

Q.  For  how  long  a  time?  A.  Since  May,  1901,  until  I 
resigned  last  spring. 

Q.  And  at  whose  suggestion  did  you  become  a  director?  A. 
Mr.  Hyde's. 

Q.  Mr.  James  H.  Hyde,  I  suppose?    A.  Mr.  James  H.  Hyde. 

Q.  Did  you  own  any  stock  in  the  company  prior  to  the  time  of 
your  becoming  a  director?    A.  No,  sir. 

Q.  Were  you  qualified  by  shares  transferred  to  you  by  Mr. 
Hyde?    A.    Yes,  sir. 

Q.  It  appears  from  the  statement  of  collateral  loans  that  you 
obtained  a  loan  from  the  Equitable  of  $2,700,000  in  May,  1901, 
and  it  appears  that  that  ran  at  varying  rates  of  interest  for  a  con- 
siderable period.  To  whom  did  you  make  application  for  that  loan? 
A.  I  don't  I'emember;  possibly  to  Mr.  Hyde,  I  don't  remember. 

Q.  Was  the  interest  fixed  at  the  market  rate  of  interest  at  the 
time?    A.  Yes,  sir. 

Q.  State  whether  or  not  there  was  any  special  consideration 
shown  you  in  the  making  of  that  loan?    A.  There  was  none. 

Q.  What  led  to  the  taking  up  of  the  loan?  A.  The  rate  of  in- 
terest— they  desired  a  higher  rate  of  interest  than  I  was  willing 
to  pay. 

Q.  Thereupon  it  was  paid  off?    A.  Yes,  sir. 

Q,  Do  you  recall  what  the  collateral  for  the  loan  was  originally  ? 
A.  No,  I  don't  remember.  I  think  it  was  Union  Pacific  securities 
of  some  kind. 

Q.  Do  you  remember  what  margin  there  was  in  the  loan?  A. 
There  was  full  margin — the  usual  margin  of  20  per  cent,  or  more. 

Q.  Do  you  recall  the  circumstances  of  Mr.  Hyde's  subscription 
to  what  has  been  called  the  Union  Pacific  preferred  stock  syndi- 
cate?    A.  Perfectly. 

Q.  Will  you  please  state  what  took  place  with  regard  to  that? 
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A.  I  think  it  was  in  1902 — November,  1902,  Mr.  Hyde  was 
abroad  and  I  desired  to  combine  various  interests  who  were  or 
would  be  purchasers  of  Union  Pacific  preferred  under  one  head. 
T  offered  to  Mr.  Hyde  through  his  representative  an  interest  in  that 
syndicate,  five  per  cent,  of  it,  and  I  received  an  answer  to  the 
effect  that  he  would  take  it.  On  his  return  home,  probably  six  or 
eight  weeks  afterwards,  he  came  to  see  me  about  it  and  told  me 
that  of  course  he  himself  would  not  be  able  to  take  care  of  such  a 
large  amount  and  that  he  would,  however,  arrange  with  the  Equi- 
table. I  then  told  him  that  of  course  we  would  not  recognize  the 
Equitable,  that  is  the  Equitable  Life  Assurance  Society  as  a  syndi- 
cate member — that  we  would  hold  him  responsible  for  the  fulfill- 
ment of  the  terms  of  the  syndicate  agreement.  I  think  I  said  I 
did  not  see  any  objection  to  the  Equitable  being  interested  in  it 
providing  he  could  safeguard  our  confi.dence  so  that  the  fact  of  our 
having  the  syndicate — our  contemplation  or  contemplating  so  large 
a  purchase  should  not  be  known  to  anyone  outside  of  those  inter- 
ested. 

Q.  Did  he  state  to  you  whether  he  was  willing  to  take  any  part 
of  the  subscription  individually,  so  far  as  responsibility  went?  A 
No,  but  I  think  he  said  that  he  would  be  responsible  for  all  that  I 
have  stated. 

Q.  Did  he  state  that  the  payments  would  be  made  by  the  society 
or  that  he  would  arrange  that  they  should  be  made  in  that  way?  A. 
I  don't  think  any  details  were  gone  into. 

Q.  When  he  mentioned  that  he  was  either  unable  or  unwilling 
to  take  so  large  a  matter  himself  did  he  intimate  that  he  would  pay 
any  part  of  it  or  was  his  statement  the  whole  be  paid  by  the  Equi- 
table ?    A.  I  don't  think  anything  of  that  kind  was  discussed  at  all. 

Q.  Was  it  your  understanding  at  that  conversation  the  Equi- 
table was  to  actually  furnish  the  money  to  make  good  Mr.  Hyde's 
subscription  ?    A.  Most  of  it,  yes. 

Q.  Did  you  understand  that  any  part  of  it  was  to  be 
furnished  by  Mr.  Hyde  individually?  A.  I  did  not  so  under- 
stand; I  had  not  thought  of  it. 

Q.  You  have  made  some  mention  of  a  statement  to  Mr.  Hyde 
that  your  confidence  was  to  be  protected  so  that  the  transaction, 
the  fact  of  such  a  syndicate  arrangement,  would  not  become  public. 
Did  you  give  him  any  reason  why  his  individual  signature  was 
desired  or  his  individual  responsibility  desired.  A.  Simply  —  I 
think  I  did,  in  that  we  could  not  have  an  organization  like  the 
Equitable  a  member  of  such  a  syndicate. 
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Q.  Did  you  explain  to  him  why  that  was  ?  A.  Well,  it  seems 
to  me  that  the  explanation  is  self  evident.  I  stated  to  him  the 
object  of  not  having  it.     That  is  the  explanation. 

Q.  What  was  the  explanation,  Mr.  Hairiman?  A.  That  we 
could  not  have  an  organization  like  the  Equitable  or  a  corporation 
interested  in  a  syndicate  of  that  kind  directly. 

Q.  That  is  the  fact  I  wauted  you  to  state  why  it  was  you  could 
not  have  the  Equitable  in  such  a  matter  ?  A.  I  do  not  see,  Mr. 
Hughes,  what  the  object  of  that  is.  I  think  it  is  self  evident. 
Any  other  member  of  the  syndicate  might  have  taken  an  associate 
with  him  provided  he  maintained  and  lived  up  to  the  conditions 
of  the  syndicate  and  preserved  the  confidence  of  the  syndicate.  It 
seems  to  me  it  was  the  same  with  Mr.  Hyde  as  it  would  have  been 
with  any  other  members  and  it  is  self  evident. 

Q.  What  I  wanted  to  get  at  is' the  ground  of  the  objection  to 
having  the  Equitable  making  a  subscription  in  its  ovtu  name  in- 
stead of  Mr.  Hyde  making  the  subscription  and  the  Equitable 
furnishing  the  money?  A.  Well,  the  conditions  of  Mr.  Hyde's 
making  the  subscription  were  not  that  the  Equitable  should  supply 
the  money.  That  was  his  own  condition  with  himself.  Now  it 
never  occurred  to  me  to  make  any  specific  —  state  any  specifio 
reason  why  they  should  not,  but  it  seems  to  me  it  is  self  evident. 

Q.  It  is  because  it  was  an  insurance  company?  A.  i^Tot 
specially. 

Q.  Was  it  because  it  was  a  corporation?  A.  I  presume  that 
would  be — I  do  not  think  any  of  as  would  want  to  go  into  an 
agreement  with  a  corporation. 

.Q.  That  is  because  too  many  men  would  be  introduced  into 
knowledge  of  the  situation  and  the  agreement?  A.  Oh,  there 
might  be  many  complications  which  you  cannot  tell. 

Q.  Did  Mr.  Hyde  say  anything  to  you  about  bringing  the 
matter  to  the  attention  of  the  Equitable  ofiicers  or  any  committee 
of  the  Equitable  ?     A.  Not  until  long  after. 

Q.  Was  his  conversation  to  which  you  have  just  referred 

A.  Now,  just  one  minute,  Mr.  Hughes 

Q.  —  prior  to  his  signing  this  agreement  ?  A.  May  I  stop  you 
just  a  minute.     I  may  save  you  some  time  and  myself. 

Q.  Certainly.  A.  My  recollection  is,  he  said  he  would  have 
some  understanding  with  his  Executive  Committee,  and  then  was 
the  time  when  I  told  him  we  would  hold  him  responsible  and  look 
to  him  to  preserve  our  confidence,  protect  our  confidence. 
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Q.  Did  you  state  to  him  that  you  did  not  desire  it  to  be  brought 
before  the  Executive  Committee  ?     A.  No,  sir. 

Q.  Did  you  state  to  him  that  you  did  not  desire  the  Executive 
Committee  to  know  of  the  nature  of  the  syndicate  agreement  ?  A. 
No,  sir. 

Q.  To  what  extent  did  you  request  him  to  keep  the  confidence — 
how  far  was  he  at  liberty  to  give  information  of  the  transaction  ? 
A.  I  did  not  restrict  him. 

Q.  But  it  was  your  understanding  that  so  far  as  possible  he 
would  restrict  it  ?     A.  Yes,  sir. 

Q.  Did  Mr.  Schiff  know  of  such  conversation  with  Mr.  Hyde  ? 
A.  Not  that  I  know  of. 

Q.  That  would  apparently  dispose  of  the  question  as  to  whether 
you  had  any  interview  with  him  about  it.  You  had  no  interview 
with  Mr.  Schiff  about  it  ?     A.  Not  that  I  remember. 

Q.  Did  you  as  a  director  of  the  Equitable  Life  Assurance  So- 
ciety know  that  the  Equitable  was  making  the  payments  that  were 
made  upon  this  subscription  of  Mr.  Hyde  ?  A.  That  is  difficult 
to  answer  yes  or  no.  I,  in  a  general  way,  knew  that  tlie  Equitable 
had  among  its  assets,  Union  Pacific  preferred,  and  I  presumed  it 
found  its  way  there  through  this  method;  if  I  gave  any  thought 
at  all ;  I  doubt  whether  I  gave  it  any  thought. 

Q.  Did  you  bring  the  matter  to  the  attention  of  any  official  of 
the  Equitable,  aside  from  Mr.  Hyde  himself?  A.  Not  any  offi- 
cial, a  director. 

Q.  Yes  —  any  officer  of  the  Equitable  ?     A.  No,  sir. 

Q.  Or  any  director  ?     A.  Well,  is  Mr.  Gulliver  a  director  ? 

Q.  I  really  don't  know.     A.  I  do  not. 

Q.  No,  he  is  not.     A.  No,  sir,  then  I  did  not. 

Q.  Was  the  mattfer  of  this  agreement  taken  up  with  Mr.  Gulli- 
ver before  Mr.  Hyde  signed  it  ?     A.  Yes,  sir. 

Q.  Did  you  understand  that  that  was  done  with  Mr.  Gulliver 
as  representing  the  Equitable  ?     A.  No,  sir. 

Q.  Whom  do  you  suppose  that  Mr.  Gulliver  represented  ?  A. 
Mr.  Hyde. 

Q.  Did  you  know  that  the  stock  which  was  delivered  over  to 
the  Equitable  and  which  it  carried,  was  delivered  it  by  Kuhu 
Loeb  &  Company  who  were  managing  the  matter  ?  A.  I  knew 
nothing  about  those  details. 

Q.  Mr.  Hyde  was  asked  this  question : 

"Q.  Was  not  this  Shatter "  (referring  to  this  traTisaction) 
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"  was  not  this  a  matter  with  regard  to  which  other  members  of 
the  Executive  Committee  should  have  been  acquainted?  A.  Mr. 
Alexander  did  not  think  that  necessary  and  Mr.  Harriman  re- 
quested that  they  be  not  advised  of  it.  Q.  Well,  did  Mr.  Harri- 
man make  that  request  of  you  when  he  asked  you  to  sign  the 
original  agTcement?  A.  No,  afterwards.  Q.  How  long  after- 
wards ?  A.  No,  sir,  would  you  repeat  that  question.  Q.  Did  Mr. 
Harriman  make  that  request  of  you  when  he  asked  you  to  sign  the 
original  agreement?     A.  No. 

Q.  Did  Mr.  Harriman  make  that  request  of  you  when  he  asked 
you  to  sign  the  original  agreement?  A.  No;  he  made  that  re- 
quest the  date  of  the  first  conversation.  Q.  You  mean  before  the 
agreement  was  signed  ?  A.  Yes,  and  I  repeated  that  to  Mr.  Alex- 
ander."    Did  you  make  that  request?    A.  Not  that  I  remember. 

Q.  Mr.  Hyde  further  testifies :  "  Q.  Well,  what  did  Mr.  Har- 
riman give  you  as  the  reason  for  not  acquainting  the  Committee 
with  that  fact?  A.  Because  he  wanted  the  pool  kept  as  secret 
as  possible."  Did  you  state  that  to  Mr.  Hyde  ?  A.  I  don't 
remember. 

Q.  Now,  apart  from  your  desire  that  a  corporation  should  not 
be  a  signer  of  the  agreement,  was  there  any  objection  in  your 
mind  to  the  Equitable  taking  part  in  such  a  syndicate?  A.  No, 
sir. 

Q.  Why  not?  A.  Because  I  believed  it  to  be  the  interest  of 
anybody  to  take  an  interest  in  it  provided  they  could  get  it. 

Q.  Did  you  think  it  a  proper  thing  for  the  Equitable  Life 
Assurance  Society  to  buy  stock  under  an  agreement  not  to  sell 
it  for  five  years  ?     A.  Yes,  sir. 

Q.  For  what  reason  ?  A.  Because  I  believed  it  would  be  more 
valuable  at  the  end  of  the  five  years  held  in  that  way  than  at  the 
time  it  was  purchased. 

Q.  Didn't  you  think  that  it  would  be  better  for  the  Executive 
Committee  to  be  left  free  to  hold  it  or  not  hold  it  as  they  might 
think  best?  A.  If  the  Equitable  had  gone  in  the  market  sep- 
arately and  all  the  members  of  the  syndicate  had  gone  separately 
in  the  market  to  purchase  that  stock,  they  would  have  had  to  pay 
a  very  much  higher  price,  and  one  reason  of  the  syndicate  was  to 
prevent  such  competitive  buying., 

Q.  What  advantage  did  the  Equitable  have,  according  to  your 
judgment,  in  obtaining  this  stock  through  the  syndicate?  A.  A 
lower  price. 
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Q.  If  in  dollars  and  cents,  to  what  extent,  I  mean?  A.  Oh, 
well,  I 

Q.  Did  the  syndicate  managers  buy  the  stock  that  the  Equi- 
table obtained  in  the  market  ?     A.  Eepeat  that  question  ? 

Q.  Did  the  syndicate  managers  buy  the  stock  that  the  Equitable 
obtained  in  the  market — was  that  the  method  of  operation?  A. 
Yes. 

Q.  Paying  the  market  price  from  time  to  time?     A.  Yes,  sir. 

Q.  Were  you  ever  consulted,  Mr.  Harriman,  with  regard  to 
investments  made  by  the  Equitable  Life  Assurance  Society  ?  A. 
IsTo,  sir. 

Q.  When  I  say  were  you  ever  consulted,  of  course,  I  mean  to 
direct  your  attention  to  any  interviews  with  members  of  the  Ex- 
ecutive Committee  or  members  of  the  Finance  Committee?  A. 
I  don't  remember  of  any. 

Q.  I  should  assume  from  what  has  appeared  here  that  the  stock 
obtained  by  the  syndicate  managers  in  the  case  of  the  Union 
Pacific  preferred  syndicate  was  turned  over  to  the  Equitable  to 
the  amount  that  they  took  under  their  subscription,  at  the  same 
prices  at  which  it  was  obtained  ?     A.  I  presume  it  was. 

Q.  The  companies  that  you  were  interested  in  as  an  oificer  or 
director  from  time  to  time  disposed  of  securities  through  the  inter- 
vention of  Kuhn,  Loeb  &  Company  as  syndicate  managers,  did 
they  not?     A.  Yes,  sir. 

Q.  Were  you  aware  that  the  Equitable  Life  Assurance  Society 
from  time  to  time  purchased  from  the  syndicate  managers  in  that 
syndicate?  A.  ISTot  until  after  the  publication  of  the  report  of 
the  Equitable. 

Q.  So  that  at  the  time  these  purchases  took  place  you  did  not 
know  that  securities  of  your  company  were  being  bought  from- 
syndicate  managers  who  were  floating  the  securities,  by  the  Equi- 
table Life  ?     A.  No,  sir. 

Q.  Was  there  any  reason  why  you  should  not  have  been  able 
to  dispose  of  such  securities  as  were  actually  purchased  by  the 
Equitable  Life,  to  the  Equitable  Life  directly,  instead  of  selling 
them  to  the  Equitable  Life  through  syndicate  managers?  In 
other  words,  one  of  the  questions  which  has  come  before  the  Com- 
mittee in  connection  with  a  number  of  companies  has  been  the 
practice  of  insurance  companies  going  into  syndicates  and  buying 
from  syndicate  managers,  and  something  has  been  said  as  to  the 
possibility  or  advisability  of  purchases  direct  by  the  insurance 
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companies  from  the  corporation  whose  securities  are  floated.  I 
would  like  to  know  what  you  have  to  say  upon  that  as  a  matter 
of  practice,  whether  it  is  feasible  to  have  such  direct  purchases 
made?  A.  That  covers,  Mr.  Hughes,  a  great  deal  of  ground, 
and  unless  there  is  some  specific  reason  or  some  object  to  be 
obtained  in  my  going  into  a  dissertation  on  that  subject  I  would 
rather  not  do  it.  If  there  is  any  good  purpose,  and  it  is  going  to 
help  your  Committee  in  any  way  I  would  be  very  glad  to. 

Q.  The  reason  I  ask  the  question  is  this:  Perhaps  we  had 
better  establish  the  premise  first,  if  it  ought  to  be  established. 
Is  it  a  fact  that  in  many  cases  that  securities  issued  by  com- 
panies in  which  you  were  interested,  the  securities  were  sold  to 
Kuhn,  Loeb  &  Company  as  syndicate  managers  at  a  lower  price 
than  the  Equitable  bought  them  from  Kuhn,  Loeb  &  Company  as 
syndicate  managers?    A.  That  I  don't  know. 

Q.  That  you  don't  know?    A.  I  don't  know. 

Q.  That  would  be  almost  the  necessary  effect  of  the  Equitable's 
buying  security  through  syndicate  managers  that  acquire  them 
from  your  company  ?    A.  The  Equitable  or  anybody  else. 

Q.  ISTow,  the  point  I  am  directly  calling  your  attention  to,  is 
why  should  not  the  Equitable  have  been  able  to  get  any  securities 
it  wanted  of  your  companies  directly  from  you  or  your  company? 
A.  Well,  I  do  not  suppose  that  the  Equitable,  for  instance,  in  the 
case  of  any  of  our  companies  desiring  to  dispose  of  fifty  millions 
or  one  hundred  millions  of  securities,  that  the  Equitable  would 
be  in  a  position  to  take  the  whole  amount,  therefore  a  syndicate 
would  have  to  be  formed.  I  do  not  believe  any  bankers  would 
want  to  do  it.  A  syndicate  would  have  to  be  formed  and  repre- 
sented by  somebody.  It  certainly  could  not  be  represented  by  the 
Equitable. 

Q.  Then  there  would  be  an  objection  on  the  part  of  your  com- 
panies to  the  portion  of  the  securities  they  might  desire  to  take? 
A.  It  would  not  be  only  so  with  the  Equitable,  but  with  anybody 
else. 

Q.  It  would  be  a  matter  of  general  policy  to  dispose  of  your 
securities  in  bulk?    A.  In  bulk. 

Q.  Through  a  syndicate,  and  have  them  resell  to  the  public  or 
to  those  who  were  willing  to  subscribe.  That  is  the  general 
policy,  is  it  not?  A.  That  is  the  general  policy,  and  I  think  that 
the  syndicate  managers  usually  have  some  control  over  those 
securities  until  they  are  all  finally  disposed  of. 
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Q.  Do  you  knoM'  whether  in  the  case  of  the  Illinois  Central,  it 
has  not  been  the  practice  from  time  to  time  to  sell  direct  to  insur' 
ance  companies  ?    A.  ISTot  for  several  years. 

Q.  Was  it  previously?    A.  In  many  instances. 

Q.  Do  you  know  why  the  practice  was  changed  —  was  there 
any  business  reason  for  chanoiug  it?  A.  It  was  difficult  —  I  had 
something  to  do  with  the  Illinois  Central  finances  in  years  gone 
by,  and  we  did — of  course,  in  those  days,  the  tijansactions  were 
veiy  much  smaller  than  they  are  now,  and  you  could  deal  direct 
from  the  company  to  the  buyers,  because  it  was  a  matter  of  dis- 
posing of  a  moderate  amoimt  of  securities.  But  after  the  growth 
of  the  business  of  this  country,  where  it  required  such  a  much 
larger  amount  of  capital  to  conduct  not  the  transportation  enter- 
prises but  all  others,  it  became  necessary  to  form  syndicates  or 
combinations  that  could  deal  with  the  larger  amoiints. 

Q.  Were  you  yourself  interested  in  the  syndicates  managed  by 
Kuhn,  Loeb  &  Company,  where  the  Equitable  bought  bonds? 
A.  Not  to  my  knowledge. 

Q.  Were  you  at  any  time  a  member  of  the  Executive  Com- 
mittee of  the  Equitable?    A.  ISTo,  sir. 

Q.  Or  of  the  Fiuance  Committee?    A.  No,  sir. 

Q.  Do  you  know  of  the  disposition  of  any  moneys  by  the 
Equitable  for  the,  purpose  of  avoiding  legislation  which  was 
deemed  to  be  hostile  to  its  interests?    A.  No,  sir. 

Q.  Do  you  know  of  the  retainers  of  any  lawyers  or  ethers  for 
that  purpose?    A.  ISTo,  sir. 

Q.  Were  you  ever  consulted  as  to  any  such  matters?  A.  ISTo, 
sir. 

Q.  Do  you  know  of  any  contributions  made  for  political  "pur- 
poses  by  the  Equitable  Life  Assurance  Society?     A.  No,  sir. 

Q.  Were  you  ever  consulted  as  to  any  such  matters.    A.  No,  sir. 

Q.  Testimony  has  been  received  here  as  to  an  interview  be- 
tween you  and  Mr.  Hyde  with  reference  to  the  settlement  of 
Governor  Odell's  claim  against  the  Mercantile  Trust  Com- 
pany, growing  out  of  his  purchase  of  bonds  of  the  United 
States  Shipbuilding  Company.  Did  you  have  such  an  inter- 
view? A.  Yes.  Now,  Mr.  Hughes,  may  I  make  a  statement? 
I  have  not  read  any  of  the  evidence  given  by  any  other  witnesses 
so  that  my  mind  is  entirely  fresh  on  these  subjects  without  any 
prejudice. 

Q.  Then  before  I  call  your  attention  to  statements  which  have 
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been  made,  which  I  shall  do  later,  I  will  ask  you  to  give  us  the 
benefit  of  your  recollection  as  to  any  transactions  with  Mr.  Hyde 
or  others,  relating  to  the  settlement  of  Governor  Odell's  suit.  A. 
Mr.  Hyde  came  to  me  —  I  am  not  sure,  but  I  think  Mr.  Deming 
also  —  whether  they  came  together  or  separately,  I  don't  recol- 
lect, and  asked  me  if  I  could  not  use  my  influence  to  try  and  get 
Governor  Odell  to  settle  that  suit. 

Q.  When  was  that  ?  A.  That  must  have  been  —  now,  let  me 
see  —  I  have  had  something  else  to  think  about  beside  Equitable 
matters,  as  you  probably  realize  —  I  think  it  was  some  time  last 
winter. 

Q.  Was  not  in  the  spring  of  1904,  or  summer  of  1904?  A. 
No,  I  think  it  was  last  autumn  or  last  winter.  It  may  have  been 
in  the  summer.     It  is  not  tied  to  my  recollection 

MR.  HUGHES:  In  order  that  we  may  have  the  date  of  the 
settlement  beyond  controversy,  perhaps,  have  you  the  date  of  that, 
Mr.  Winthrop  ?     So  that  we  can  fix  the  date  of  the  settlement  ? 

THE  WITNESS ;    Well,  that  would  do. 

ME.  HUGHES :    Mr.  Gulliver,  do  you  remember  ? 

MR.  GULLIVER:    No. 

Q.  Well,  the  date  we  may  be  able  to  supply  a  little  later.  Per- 
haps you  can  fix  this  conversation  with  some  reference  to  the  time 
of  the  settlement.  How  long  was  it  before  that  ?  A.  I  think  it 
was  about  a  month  before  I  understood  the  settlement  was  made. 

Q.  Now,  if  you  will  go  on,  please,  and  state  what  took  place. 
A.  Mr.  Hyde's  statement  to  me  was  that  the  Odell  suit  was  dan- 
gerous to  the  Mercantile  Trust  Company,  in  that  it  might  induce 
other  suits  to  be  brought  by  other  people  that  had  been  subscribers 
to  the  Shipbuilding  combination.  I  agreed  with  Mr.  Hyde  that 
I  would  see  Governor  Odell,  which  I  did,  and  arranged  an  inter- 
view between  t-hem,  which  took  place  in  one  of  the  rooms  of  my 
office.  I  was  not  present  and  I  know  nothing  about  the  conver- 
sation that  took  place  between  Governor  Odell  and  Mr.  Hyde,  and 
I  think  Mr.  Colby  was  with  them;  and  the  only  thing  I  know 
about  this  conversation  was  that  when  Governor  Odell  came  out 
of  the  room  he  asked  me  who  Mr.  Colby  was,  and  I  did  not  then 
know  exactly,  but  I  told  him  I  believed  he  had  something  to  do 
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with  the  Law  Department  of  the  Equitable.  He  says  it  seems 
very  strange,  he  is  the  whole  Equitable,  and  Mr.  Hyde  is  nothing, 
he  was  the  man  that  stated  what  they  would  or  would  not  do,  and 
it  seemed  to  have  irritated  him.  That  is  all  I  had  to  do  with  it 
for  some  time. 

I  was  finally  approached  again  some  days  after  that  by  Mr. 
Hyde  and  Mr.  Colby,  who  came  to  my  office  and  stated  that  they 
still  desired  to  get  this  matter  out  of  the  way,  and  that  Mr. 
Colby's  remark  to  me  was  "  I  want  you  to  understand,  Mr. 
Harriman,  that  my  offer,  my  first  offer,  is  my  best."  What 
he  meant  by  that  I  don't  know.  To  this  I  made  no  reply, 
but  I  told  Mr.  Hyde  that  I  would  again  see  Governor  Odell 
and  try  to  get  him  to  do  something  about  settling  the  suit, 
and  finally  —  I  don't  remember  whether  any  figure  was  named 
to  me  or  not,  but  they  had  another  interview,  I  think  some- 
where uptown,  perhaps  at  my  house,  at  which  I  was  not 
present  because  I  did  not  want  to  have  anything  to  do  with 
it,  atid  in  the  end,  Mr.  Hyde  told  me  that  they  were  willing 
to  pay  seventy  thousand  dollars  and  would  not  I  try  to  got 
Governor  Odell  to  accept  that  amount,  which  I  did.  As  I 
recollect  it,  Governor  Odell  told  me  that  if  I  specially  desired 
it  that  he  would  do  so.  Well,  I  told  him  that  I  did  not  want  to 
be  put  in  that  position.  He  went  into  some  details  that  h'e 
would  have  to  pay  lawyers'  fees  out  of  it,  and  that  anyway, 
if  I  specially  requested  he  would.  I  told  Mr.  Hyde  of  that 
interview,  and  said  to  him  that  if  I  were  in  his  place  and 
was  going  to  settle  it,  although  I  had  no  advice  to  give  as  to 
whether  it  should  be  settled  or  not,  that  I  would  not  stand 
on  seventy-five  thousand  dollars  on  a  settlement  of  that  kind. 
I  would  make  it  satisfactory.  And  I  understood  afterward 
that  Mr.  Hyde  saw  him  and_the  payment  was  made,  of  which  I 
had  no  further  knowledge. 

Q.  How  long  was  it  after  the  interview  you  had  first  with 
Mr.  Hyde,  when  Mr.  Hyde  and  Mr.  Colby  met  Governor  Odell 
at  your  office?  A.  T  don't  remember,  it  must  have  been  within 
a  few  days  or  a  week. 

Q.  And  how  long  was  it  after  that  time  when  you  were  ap- 
proached again  by  Mr.  Colby?  A.  I  cannot  remember  that. 
It  was  a  short  time. 

Q.  Was  it  within  a  short  time  ?  A.  It  was  all  within  a  week 
or  so. 
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Q.  And  the  interview  which  was  subsequently  had  between 
Mr.  Hyde  and  Mr.  Colby  and  Governor  Odell,  was  that  at  your 
house  or  at  a  club?  A.  I  don't  remember  any  interview  after 
the  one  had  in  my  office  between  Mr.  Hyde  and  Mr.  Colby 
and  Governor  Odell.  I  don't  know  that  Mr.  Colby  was  present 
at  any  other  meeting  between  those  people. 

Q.  Then  the  subsequent  interview  which  you  first  thought 
was  at  your  house,  was  an  interview  between  Mr.  Hyde  and 
Governor  Odell?    A.  That  is  as  I  recollect  it. 

Q.  Was  that  at  your  house  or  at  a  club?  A.  I  don't  recol- 
lect. Now,  I  don't  know,  I  don't  recollect  any  meeting  that 
was  held  at  a  club. 

Q.  It  is  of  course  impossible  for  this  Committee  to  deal  in 
any  way  with  the  merits  of  the  claim.  What  we  are  dedrous 
of  ascertaining  is  the  methods  that  were  used  to  bring  about 
a  settlement  of  the  claim.  ISTow  in  the  first  place  were  you 
told'  by  Governor  Odell  of  any  bill  that  had  be^en  introduced 
into  the  Legislature  to  repeal  the  Charter  of  the  Mercantile 
Trust  Company?    A.  No,  sir. 

Q.  Did  you  ever  learn  from  anybody  that  such  a  bill  had 
been  introduced?     A.  No,  sir. 

Q.  Was  your  information  of  that  my  question  or  what  you 
may  have  read  in  the  morning  papers?  A.  My  first  infor- 
mation of  that  as  I  recollect  was  when  my  counsel  told  me 
this  morning  that  some  such  statement  as  that  had  been  made. 

Q.  Did  you  say  anything  to  Mr.  Hyde  in  any  of  these  inter- 
views as  to  the  desirability  of  settling  the  suit  because  of  the 
power  that  might  be  exercised  against  the  company  at  Albany? 
A.  No,  sir. 

Q.  Did  you  make  any  mention  to  Mr.  Hyde  of  any  attempt 
that  had  been  or  might  be  made  to  repeal  the  Charter  of  the 
Mercantile  Trust  Company?     A.   No,   sir. 

Q.  Did  you  refer  at  all  to  any  advantages  to  the  company  in 
settling  the  suit  to  avoid  an  attack  upon  it?  A.  No,  sir.  In 
fact  I  specifically  told  Mr.  Hyde  that  I  did  not  know  anything 
about  the  merits  of  it. 

Q.  That  is  the  merits  of  the  claim,  the  contention?  A.  I  did 
not  know  anything  about  it. 

Q.  Did  you  give  advice  to  Mr.  Hyde  as  to  whether  it  should 
or  should  not  be  settled?  A.  None  whatever  other  than  I 
h;ave  stated  about  the  matter  of  not  standing  for  the  $5,000. 
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Q.  Or  to  Mr.  Colby  ?    A.  No,  sir. 

Q.  Did  Governor  Odell  request  you  to  use  your  influence  to 
obtain  a  settlement  of  the  claim  ?    A.  JSTo,  sir. 

Q.  Then  from  your  testimony  we  are  to  understand  Gover- 
nor Odell  had  no  interview  with  you  to  set  you  in  motion  ?  A. 
No,  sir. 

Q.  To  procure  a  settlement  of  the  claim  ?    A.  No. 

Q.  But  that  the  request  for  the  settlement  came  exclusively 
from  Mr.  Hyde  ?    A.  Yes,  sir. 

Q.  Mr.  Hyde  has  testified  as  follows,  referring  to  this  claim: 
"  Q.  Did  Mr.  Harriman  ever  suggest  to  you  that  the  claim  be 
settled?  A.  Yes,  sir,  he  suggested  to  me  that  there  was  then 
a  great  deal  of  rumor  in  the  newspapers  that  an  effort  would 
be  made  to  repeal  the  charter  of  the  Mercantile  Trust  Company 
which  was  a  valuable  chaiter  and  the  Equitable  Life  has  a  very 
large  investment  in  the  company."  Did  you  suggest  or  state  that 
to  Mr.  Hyde  ?    A.  No,  sir. 

Q.  At  any  time  ?    A.  No,  sir. 

Q.  The  further  question  was  asked :  "  Q.  Explain  what  you 
mean  by  the  repeal  of  the  charter?  A.  I  mean  exactly  what  I 
say  "  and  a  further  answer :  "  I  suppose  he,"  referring  to  you, 
"  feared  retaliatory  measures  on  the  part  of  that  powerful  gentle- 
man. Q.  Why  should  you  suppose  so  ?  A.  I  don't  know,  he 
seemed  to  think  so. 

Q.  In  what  form  wa%  that  suggestion  .made  ?  A.  In  just  that 
naked  form.  Q.  Well,  that  there  was  danger  that  the  charter 
would  be  repealed?  A.  Yes,  sir."  Did  you  make  any  statement 
in  part  or  in  substance  directly  or  indirectly  of  that  sort  ?  A.  No, 
sir. 

Q.  To  Mr.  Hyde  ?    A.  No,  sir. 

Q.   At  any  time?    A.   No,  sir. 

Q.  The  further  question  was  asked  of  Mr.  Hyde :  "  Q.  I  want 
you  to  state  what  Mr.  Harriman  said  as  definitely  as  you  can? 
A.  He  said  there  was  a  possibility  of  that  powerful  interest  at 
Albany  doing  harm,  being  antagonistic  on  account  of  this  ship- 
building loss,  doing  harm  to  one  of  the  valuable  assets  of  the 
Equitable,  which  was  the  Mercantile  Tnist."  Did  you  say  that? 
A.  No,  sir. 

Q.  In  substance  or  in  any  way  ?  A.  No,  sir,  in  no  way  what- 
ever. 

"  Q.  Did  he  say  anything  specifically  as  to  the  repeal  of  the 
charter?    A.  Yes,  sir,  he  mentioned  that  as  a  possibility.     Q.  By 
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legislation?  A.  Yes,  sir,  and  it  was  also  rumored  in  the  news- 
papers." Did  you  say  anything  to  him  to  that  effect?  A.  No, 
eir. 

Q.  I  thought  I  had  asked  you  this,  but  it  is  suggested  to  me 
that  I  have  not.  Did  you  know  of  any  rumor  that  there  was  a 
bill  introduced  to  repeal  the  charter  of  the  Mercantile  Trust  Com- 
pany ?    A.  ISTo,  sir. 

Q.  Or  that  there  was  to  be  such  an  effort  made  ?    A.  No,  sir. 

Q.  It  appears  here  in  evidence  that  a  bill  had  been  introduced 
in  March,  190-1,  in  both  the  Senate  and  Assembly  to  repeal  the 
Charter  of  the  Fireproof  Warehousing  Company  and  the  acts 
amendatory  thereof,  which  were  the  charter  and  acts  authorizing 
the  Mercantile  Trust  Company  to  do  business.  Did  you  ever 
hear  anything  about  the  introduction  of  that  measure?  A.  No, 
sir. 

Q.  Did  you  have  any  interviews  with  My.  Hyde  as  to  his  being 
appointed  Ambassador  to  France  ?    A.  Yes. 

Q.  When  was  that  ?    A.  I  think  it  was  about  a  year  ago. 

Q.  What  led  to  those  interviews?  A.  Mr.  Hyde  came  to  me 
and  asked  me  to  use  my  influence  in  trying  to  have  him  appointed. 

Q.  Had  you  ever  said  anything  to  him  or  anyone  connected 
with  him  on  that  subject?    A.  No,  sir. 

Q.  State  whether  or  not  it  had  previously  been  present  in  your 
mind  or  suggested  to  you  by  anyone?  A.  I  think  the  first — ^let 
me  correct  that  answer  that  I  made.  I  think  Mr.  Mclntyre  was 
the  first  one  that  came  to  me  about  it. 

Q.  That  was  the  first  intimation  to  you  of  such  a  matter?  A. 
Yes,  sir. 

Q.  And  did  you  have  any  interviews  with  anyone  else  before 
Mr.  Hyde  spoke  to  you  about  it?    A.  No,  sir. 

Q.  What  did  you  say  to  Mr.  Hyde  as  to  what  you  would  do  in 
the  matter?  A.  I  told  him  that  when  I  saw  the  President  I 
would  speak  to  him  about  it. 

Q.  Did  you  do  so?     A.  Yes,  sir. 

Q.  Did  you  recommend  him?     A.  No,  sir. 

Q.  Do  YOU  know  whether  Governor  Odell  did  anything  with 
regard  to  the  procuring  of  such  an  appointment?     A.  No,  sir. 

Q.  Do  you  know  whether  he  visited  the  President  with  reference 
to  it?     A.  No,  sir. 

Q.  Was  the  time  when  this  matter  was  brought  up  between  you 
and  Mr.  Hyde  at  or  near  the  time  when  the  matter  of  Grovemov 
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Odell's  claim  against  the  Mercantile  Trust  Company  was  under 
consideration?  A.  I  don't  remember  that  there  was  any  connec- 
tion between  them  in  any  way  whatever. 

Q.  I  am  advised  that  the  date  of  the  settlement  of  Governor 
Odell's  claim,  or  rather  the  date  of  appointment,  was  December  30, 
1904.  I  don't  know  as  to  the  accuracy  of  it.  It  is  a  statement  pur- 
porting to  come  from  the  company.  A.  "Well,  it  must  have  been 
about  a  year  ago,  as  my  recollection  was  at  first. 

Q.  When  were  these  interviews  with  regard  to  the  ambassadorial 
appointment?  A.  I  should  think  they  were  about  a  year  ago 
about;  I  think  I  stated  that  before,  did  I  not? 

Q.  That  was  my  recollection?     A.  Y6s. 

Q.  State  whether  or  not  there  was  any  connection  between  the 
two?     A.  There  was  none. 

Q.  Did  you  go  to  see  the  President  immediately  after  the  settle- 
ment of  the  suit  of  Governor  Odell?     A.  I  don't  remember. 

Q.  Can  you  fix  the  date  of  that  business  ?  A.  Some  time  in  the 
Autumn  of  1904.  I  did  not  go  to  see  the  President  specifically  on 
that  subject. 

Q.  You  mentioned  the  matter  or  said  you  would  mention  the 
matter  when  you  did  see  him?     A.  Yes. 

Q.  Did  you  ask  Mr.  Hyde  to  move  the  adoption  of  the  Prick 
report?     A.  Yes,  sir. 

Q.  What  did  you  say  to  him  about  that  and  what  did  he  say 
to  you?  A.  I  not  only  said  that  to  Tiir.  Hyde,  but  I  also  said 
it  to  Mr.  Gulliver.  I  had  been  befriending  Mr.  Hyde  during 
the  attacks  that  were  being  made  upon  him,  and  the  attempts  to 
oust  him  out  of  the  Equitable  by  the  other  antagonistic  interests 
to  him,  and  I  told  Mr.  Gulliver  several  days  before  the  Fricik  re- 
port was  presented  th-at  I  wished  he  would  tell  Mr.  Hyde  from 
me  that  if  I  were  in  his  place,  as  a  friAid  of  his,  that  I  would 
favor  the  adoption  of  that  report  and  even  to  the  extent  of  moving 
its  adoption;  that  if  he  did, 'that  I  would  stand  by  him  through 
thick  and  thin  and  that  I  believed  that  every  other  independent 
conservative  man  on  the  board  would;  that  he  could  state  that  the 
methods  which  he  had  pursued  had  been  those  which  he  found 
in  existence,  when  he  went  into  the  Society,  and  that  he  was 
young  and  inexperienced  and  that  he  had  pursued  them,  and 
that  he  was  sorry,  and  that  if  he  were  given  an  opportunity  in 
the  future  to  retrieve  himself  that  he  hoped  the  Board  would  do 
60 ;  and  that  I  believed  that  there  would  be  a  feeling  towards  him 
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because  of  his  youth  and  inexperience,  that  he  should  have  some 
chance  to  retrieve  his  position. 

Q.  What  reply  was  made  to  that?  A.  Mr.  Gulliver,  as  I  recol- 
lect, told  me  that  he  would  not  advise  that,  but  he  would  give  that 
message  to  Mr.  Hyde. 

Q.  Have  you  stated A.  Now,  one  minute.     Do  you  want 

to  know  what  Mr.  Hyde's  answer  was? 

Q.  Yes.  A.  Mr.  Hyde  came  to  my  ofSce  the  day  before  the 
Frick  report  was  presented,  and  I  then  repeated  that  same  opinion 
to  him,  and  he  objected  in  some  form  or  other,  not  very  strenuously. 

Q.  Had  you  prior  to  the  appointment  of  the  Frick  Committee 
advised  Mr.  Hyde  or  stated  to  Mr.  Gulliver  that  it  would  be  a 
good  thing  to  have  such  a  committee  appointed  ?  A.  I  not  only 
stated  that — I  may  not  have  stated  that  to  them,  no,  sir,  but  I  did 
stale  to  members  of  the  board,  almost  at  the  first  inception  of  the 
charges  that  were  made  by  the  Alexander  faction. 

Q.  Did  you  state  to  Mr.  Gulliver  that  the  Frick  Committee 
would  be  favorable  to  Mr.  Hyde  ?     A.   No. 

Q.  Did  you  say  in  substance  that  you  expected  that  its  action 
would  be  favorable  to  him  ?     A.    ISTo,  sir. 

Q.  Did  you  in  any  way,  directly  or  indirectly,  by  statement  to 
Mr.  Gulliver  or  Mr.  Hyde  or  any  other  person  say  anything  which 
would  indicate  that  the  proceedings  of  the  Frick  Committee  or 
its  report  would  be  favorable  to  Mr.  Hyde  ?     A.    No,  sir. 

Q.  Were  you  concerned  with  any  offer  to  Mr.  Hyde  for  the 
purchase  of  his  stock  ?      A.    No,  sir. 

Q.  It  is  in  evidence  that  an  offer  was  made  by  Mr.  Frick. 
You  had  no  connection  with  that?     A.    No,  sir. 

Q.  What  was  your  connection  with  it  ?  A.  I  did  not — no  offer 
by  Mr.  Frick. 

Q.  It  has  been  stated  here  there  was  an  offer.  Mr.  Hyde  has 
said  there  was  an  offer  to  Mr.  Frick  ?  A.  That  I  do  not  know 
of.  But  Mr.  Hyde  had  told  me  himself  that  he  had  received 
several  offers  for  the  purchase  of  his  stock,  and  I  asked  him  what 
he  was  going  to  do  and  he  said  he  would  not  sell  it  under  any  con- 
sideration, and  I  encouraged  him  in  that.  And  Mr.  Frick  came 
to  me  and  told  me  that  he  had' heard  also — then  I  said  to  him 
that  I  think  you  ought  to  tell  Mr.  Hyde  not  to  sell  that  stock  to 
anybody,  and  if  he  does  he  should  not  sell  it  vdthout  letting  you 
know.  And  I  understood  from  Mr.  Frick  that  that  was  what 
he  said. 
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Q.  Then  you  at  no  time  made  any  effort  to  acquire  Mr.  Hyde's 
stock?     A.  ISTo,  sir. 

Q.  And  down  to  the  time  of  the  report  of  the  Frick  Committee 
you  encouraged  Mr.  Hyde  in  the  retention  of  his  stock  ?  A. 
Yes,  sir. 

Q.  What  did  you  do  as  to  the  report  of  the  Frick  Committee, 
if  anything,  in  reference  to  that  ?  A.  You  have  come  to  the 
point  that  the  interview  of  the  day  before  the  Frick  i-eport  was 
presented,  when  Mr.  Hyde  came  to  my  office  and  I  made  the  same 
suggestion  to  him  that  I  had  to  Mr.  Gulliver  about  his  course  as 
to  the  Frick  report,  and  I  told  him  then  that  this  might  be  some- 
thing which  he  would  not  feel  courage  enough  to  stand  up  under 
and  it  might  jeopardize  the  value  of  his  stock,  but  that  I  did  not 
think  that  anybody  but  the  Equitable  ought  to  own  that  stock 
other  than  himself,  and  that  if  he  had  any  fears  on  that  subject 
that  I  would  subscribe  half  a  million  dollars  to  a  fund  to  help 
him  hold  it,  and  if  we  thought  it  desirable,  to  turn  it  over  abso- 
lutely to  the  ownership  of  the  Equitable  without  any  compensa- 
tion and  that  I  thought  others  could  be  induced  to  do  the  same 
thing. 

Q.  In  what  way  was  this  subscription  to  aid  him  in  holding 
the  stock  ?  A.  Well,  it  was  to  take  an  interest  with  him  and  hold 
it  for  the  benefit  of  the  Equitable  or  present  it  to  the  Equitable. 

Q.  With  the  idea  that  he  should  continue  owner  and  in  that 
way  be  able  to  realize  upon  his  holdings  to  some  extent  ?  A.  To 
some  extent. 

Q.  What  did  he  say  to  that?  A.  I  don't  remember  that  he 
said  anything. 

Q.  You  were  one  of  the  signers  of  the  Frick  report  ?     A.  Yer-. 

Q.  Did  the  Frick  Committee  consider  the  matter  of  the  Union 
Pacific  preferred  stock  syndicate  ?     A.  Yes,  sir. 

Q.  Was  it  before  them  that  Mr.  Hyde  had  told  you  that  he 
did  not  care  to  make  all  the  payments  that  would  be  called  for  by 
his  individual  subscription,  but  that  the  Equitable  Life  Assur- 
ance Society  would  make  them  ?  A.  I  had  no  conversation  witl; 
Mr.  Hyde  as  to  who  should  pay  for  the  stock  other  than  the 
original  conversation  that  we  had  in  1900 — well,  when  he  came 
home  from  Europe,  I  think  it  was  in  January,  1902. 

Q.  The  one  you  have  detailed  a  few  moments  ago  ?     A.  Yes. 

Q.  In  which  he  referred  to  the  Equitable  Life  ?     A.   Yes,  sir. 

Q.  Did  you  present  to  the  Frick   Committee,   or  was  there 
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presented  to  the  Frick  Committee,  that  fact?  A.  Not  that  I  re- 
member. 

Q.  Did  the  Frick  Committee  apart  from  yourself  know  any- 
thing of  the  relation  of  the  Equitable  Life  to  the  Union  Pacific 
Preferred  stock  syndicate,  that  is,  of  the  fact  that  payment  had 
been  made  by  them  and  the  stock  was  taken  by  them,  and  that 
Mr.  Hyde's  name  was  used  with  the  sanction  of  Mr.  Alexander? 
A.  I  don't  think  they  had  any  specific  information  or  evidence 
other  than  the  one  that  was  done  at  that  time,  and  the  statement 
that  had  been  made  by  Mr.  Alexander. 

Q.  You  mean  the  general  statement  which  ho  had  incorporated 
in  some  letter  he  had  written,  or  some  statement  made  to  the 
Board?     A.  I  don't  remember  what  that  was. 

Q.  Did  the  members  of  the  Frick  Committee  inquire  of  you 
as  to  the  facts  ?    A.  I  don't  remember  that  they  did. 

Q.  Did  they  inquire  of  Mr.  Hyde  as  to  the  facts?  A.  I  don't 
remember  that  they  did. 

Q.  And  the  matter  was  not  mentioned  in  the  report  of  the 
Frick  Committee?  A.  Well,  it  was  included  in  the  charges  that 
were  made  by  Mr.  Alexander  in  his  letter  to  the  Committee.  I 
will  find  it  for  you 

MR  UNTERMYER:  It  is  not  mentioned  in  the  report.  It 
is  in  the  charges. 

Q.  I  understand  the  fact  to  be,  it  is  in  the  charges  and  not 
in  any  findings  or  statements  of  conclusions  ?  A.  Well,  ^s  I  re- 
member it,  it  was  in  the  charges  by  Mr.  Alexander  and  in  the 
findings  it  was  criticized  that  he  had  made — that  he  had  com- 
mitted the  company  to  transactions  without  the  knowledge  of  the 
Executive  Committee. 

Q.  Perhaps  you  can  turn  to  the  findings  (handing  book).  A. 
It  was  not  a  finding.     It  was  the 

Q.  It  was  in  the  charges  as  you  state,  but  was  there  anything 
said  by  the  Committee  about  it  in  its  report  on  those  charges  ? 
A.  Nothing,  anything  more  than  there  was  in  the  charges  on 
any  other  subject. 

Q.  Was  there  anything  said  about  it  at  all  in  the  report  from 
the  statement  of  the  charge  ?  If  it  will  take  any  time,  we  have 
that  before  us,  but  I  thought  you  might  be  able  to  present  it? 
A.  I  had  in  my  mind  the  letter  of  Mr.  Alexander  in  which  that 
is  specifically  mentioned. 
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THE  CHAIRMAlSr :  I  understand  Mr.  Harriman  to  say  that 
that  portion  of  the  report  which  says  Mr.  Hyde  had  committed 
the  Society  without  the  knowledge  of  the  Finance  Committee  is 
the  one  he  means  to  embrace  generally  in  these  charges. 

THE  WITNESS :     That  was  sustained. 
THE  CHAIKMAN:    Yes. 

Q.  I  did  not  catch  your  idea,  Mr.  Harriman.  In  other  words, 
that  the  general  statement  or  finding  by  the  Committee  that  Mr. 
Hyde  had  committed  the  Society  to  transactions  without  the 
knowledge  of  the  Executive  Committee?     A.  Evidently. 

Q.  Was  deemed  by  the  Frick  Committee  to  cover  the  matter 
of  the  Union  Pacific  preferred  stock  syndicate  without  special 
mention?    A.  Yes. 

Q.  Do  you  know  whether  or  not  Governor  Odell  wrote  a  letter 
eit'her  to  the  President  or  to  the  Secretary  of  State,  advocating 
the  ap;'ointment  of  Mr.  Hyde  as  French  Ambassador  shortly 
or  immediately  after  the  settlement  of  the  suit  against  the  Mer- 
cantile Trust  Company?  A.  Now,  I  am  not  sure  about  that, 
Mr.  Hughes.  When  you  speak  of  it,  I  believe  there  was  some 
conversation. 

Q.  Was  it  a  part  of  the  arrangement  with  reference  to  the 
settlement  of  this  suit  that  such  a  letter  would  be  written  by 
Governor  Odell  or  a  recommendation  made?  A.  That  is  so  far 
as  I  know? 

Q.  Yes,  of  course.    A.  No,  sir. 

Q.  You  never  heard  anything  of  that  kind  ?    A.  No,  sir. 

Q.  Do  yo'i  know  of  any  case  in  which  Mr.  Hyde  was  syndi- 
cate manager  with  you,  was  there  any  such  case  of  a  syndicate 
in  which  Mr.  Hyde,  General  Fitzgerald  and  Mr.  Gould  were 
syndicate  managers  with  you  ?    A.  No,  sir. 

Q.  Do  you  know  of  any  case  in  which  he  was  a  sj^ndicate  man- 
ager, that  is,  Mr.  Hyde,  and  in  which  he  received  a  compensa- 
tion of  $160,000?    A.  No,  sir. 

Q.  Do  yon  know  of  any  case  in  which  he  was  a  syndicate 
manager  and  received  any  compensation  ?     A.  No,  sir. 

Q.  Did  you  know  that  syndicate  participations  were  given  to 
James  H.  Hyde  and  associates  prior  to  the  time  that  matter  was 
brought  out  in  the  Equitable  trouble?     A.  No,  sir. 

Q.  Has  anything  ever  been  said  to  you  by  Mr.  Schiff  or  any- 
one connected  with  Kuhn,  Loeb  &  Company  as  to  Mr.  Hyde's 
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request  that  syndicate  participations  should  be  allotted  to  James 
H.  Hyde  and  associates?    A.  You  mean  prior  to  that  time? 

Q.  Yes,  prior  say  to  February,  1905  ?    A.  No,  sir. 

Q.  Were  you  consulted  with  regard  to  the  distribution  of  syn- 
dicate allotments  by  Kuhn,  Loeb  &  Company  in  connection  witli 
the  securities  issued  by  companies  in  which  you  were  prominent? 
A.  No,  sir. 

Q.  Did  Kuhn,  Loeb  &  Company  make  those  allotments  as  far 
as  you  know  of  their  own  instance  and  according  to  their  own 
judgment?     A.  Yes,  sir. 

Q.  Did  you  ever  know  that  any  of  the  officers  of  the  Equitable 
ever  participated  in  those  syndicates  prior  to  February,  1905  ? 
A.  No,  sir. 

Q,  I  will  ask  you,  Mr.  Harriman,  exactly  what  you  did  as 
director  of  the  Equitable  Life?  A.  Well,  I  thought  you  might 
get  to  that  and  I  just  put  it  down  on  a  little  memorandum  here. 
I  did  what  every  director  does  in  a  similar  organization.  The 
Equitable  ■ —  when  ilr.  Hyde  asked  me  to  become  a  director  of 
the  Equitable  I  told  him  that  I  had  very  little  time  to  give  to 
such  things  and  that  I  did  not  think  that  the  method  of  manage- 
ment in  the  Equitable  was  the  right  one,  and  he  told  me  that  he 
intended  as  time  went  on  to  change  it  and  that  his  desire  was  to 
surround  himself  with  independent  men  that  would  have  no 
other  interest  than  that  of  the  Equitable,  to  help  him  in  its  man- 
agement; that  as  he  grew  older,  of  course,  he  would  have  ad- 
ditional responsibility;  that  Mr.  Alexander  was  getting  old  and 
that  his  succession  to  Mr.  Alexander  was  probably  not  far  off. 
I  told  him  if  that  was  his  intention  that  I  would  become  a  di- 
rector. And  in  line,  with  that  I  think  it  was  the  following  year 
when  there  was  a  vacancy  to  be  filled,  he  came  and  consulted 
me  about  it  and  talked  over  several  men,  among  others  Mr.  Hill, 
James  J.  Hill,  and  on  my  recommendation  he  offered  Mr.  Hill 
the  position  and  asked  me  first  if  I  would  not  find  out  if  he 
would  accept  it.  Now,  that  is  the  only  instance  in  which  I  had 
any  direct  conference  about  Equitable  affairs.  Other  than  that 
r  attended  the  quarterly  meetings,  or  many  of  them,  heard  the 
reports  read,  heard  the  statements  of  the  officers,  in  which  in 
each  instance  they  extolled  the  conduct  of  the  various  officers  of 
the  association  and  submitted  statements  showing  the  successful 
management  of  the  organization  and  congratulated,  as  I  re- 
nieiaber  it — ^these  were  not  records  but  the  remarks  of  the  presi- 
dent and  other  officers — ^the  continued  prosperity  of  it. 
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Q.  Were  you  completing  an  answer?  A.  Won't  you  repeat 
the  question  so  that  we  can  get  down  to  where  I  left  off? 

ME.  HUGHES :  The  other  stenographer  has  gone  out  with 
the  book. 

MR.  TULLY:  Mr.  Harriman  was  completing  his  answer  as 
to  what  he  did  as  an  Equitable  director. 

THE  CHAIEMAN:  Your  last  answer  was  that  you  listened 
to  the  reports  of  the  officers  in  which  they  extolled  the  conduct 
of  the  company  and  its  continued  prosperity. 

BY  MR.  HUGHES : 

Q.  You  were  speaking  of  what  was  done  at  the  meetings 
which  you  attended  of  the  Board  and  the  fact  that  reports  would 
be  put  in,  and  laudatory  mention  made  of  the  action  of  the 
officials,  and  so  forth;  did  you  have  anything  directly  to  do  with 
the  management  of  the  Equitable?     A.  No. 

Q.  Did  you  have  any  occasion  at  any  time  to  approve  or  dis- 
approve of  any  methods  of  the  executive  officers  other  than  in 
the  regular  course  of  business  as  the  result  of  what  they  had 
done  would  be  presented  in  the  report  of  the  officers  to  the  general 
board. 

Q.  You  mean  reports  which  would  say  that  such  and  such 
business  had  been  written?     A.  Yes. 

Q.  Such  and  such  moneys  received  and  disbursed  ?  A.  I  don't 
think  they  ever  went  into  the  details  of  all  the  transactions. 

Q.  Did  you  ever  look  into  the  expenses  of  the  Equitable?  A. 
ISTot  until  I  got  on  the  Erick  Committee. 

Q.  Did  you  ever  examine  into  their  methods  cf  paying  out 
money  for  legal  expenses  ?     A.  ~So,  sir. 

Q.  Did  you  ever  hear  of  the  George  H.  Squire  Trustee  Ac- 
count ?    A.  ISTo,  sir. 

Q.  Or  the  Marcellus  Hartley  Trustee  Account?     A.  No,  sir. 

Q.  Or  the  J.  W.  Alexander  No.  3  Account?     A.  No,  sir. 

Q.  Did  you  ever  make  any  examination  of  the  transaction  with 
regard  to  the  increase  of  the  stock  of  the  Equitable  Trust  Com- 
pany, and  the  extent  to  which  the  Equitable  Life  Assurance  So- 
ciety took  stock  on  such  increases  ?     A.  No,  sir. 

Q.  I  mean,  of  course,  prior  to  the  proceedings  before  the  Erick 
Committee  ?     A.  No  sir. 

Q.  Did  the  Erick  Committee  examine  those  matters  ?  A.  I 
diiiik  not  specifically. 
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Q.  Did  you  ever  examine A.  May  I  say  a  word?     The 

Frick  Committee  found  itself  in  rather  an  awkward  position  be- 
cause of  the  fact  of  the  apparent  indisposition  on  the  part  of  the 
officers  of  the  society  to  supply  it  with  information,  and  it  made 
its  report  at  the  end  on  the  information  that  it  had  already  re- 
ceived, and  as  it  states  in  the  report  that  any  additional  informa- 
tion or  evidence  that  it  might  obtain  would  only  be  cumulative 
and  go  to  prove  what  its  findings  were. 

Q.  Was  the  Board  of  Directors  in  any  sense  a  check  upon  the 
action  of  the  executive  officers  in  the  disposition  of  the  moneys 
entrusted  to  their  control?  A.  None,  other  than  that  which  was 
contained  in  the  reports  of  the  officers  presented  to  the  Board. 

Q.  And  those  reports  were  reports  of  totals  and  showing  the 
results  of  the  business  for  the  period  of  a  year,  were  they  n  rt  ? 
A.  A  period  of  a  quarter  or  a  year  as  the  case  might  be. 

Q.  And  in  fact  the  Board  of  Directors  exercised  no  control 
whatever  over  the  payments  made  by  the  executive  officers?  A. 
l^ot  the  special  payments.  Wait  one  minute — in  fact,  I  do  not 
think  the  Board  had  any  information  as  a  Board  that  there  were 
any  payments  being  made  by  the  officers  which  were  not  passed 
upon  by  the  Executive  Committee. 

Q.  I  am  now  speaking  of  the  Board  as  a  board  and  apart  from 
the  action  of  the  committees  appointed  by  the  Board.  A.  I  un- 
derstand. 

Q.  And  of  the  position  of  a  director,  not  upon  those  com- 
mittees, and  I  want  to  know  whether  at  any  time  during  your 
connection  with  the  Equitable,  prior  to  February,  1905,  there 
was  anything  which  was  brought  to  your  attention  that  would 
enable  a  director  to  check  the  action  of  the  ex^/ative  officers 
in  paying  of  money?  A.  None  whatever,  except  as  I  say,  that 
these  statements  that  are  usually  made  to  boards  of  directors  b  v' 
the  officers. 

Q.  Was  the  matter  of  salaries  ever  brought  to  the  attention  of 
the  Board?     A.  No,  sir,  not  to  my  knowledge. 

Q.  Did  you  know  what  Mr.  Hyde's  salary  was?  A.  No,  sir — • 
you  mean,  prior  to  February? 

Q.  I  mean,  of  course,  in  these  questions,  prior  to  February, 
1905.     A.  No,  sir. 

Q.  Did  you  know  what  Mr.  Alexander's  salary  was?  A.  No, 
sir. 

Q.  Then  you  did  not  know  that  Mr.  Hyde's  salary  had  been 
increased?     A.  No,  sir. 
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Q.  In  1903?     A.  No,  sir. 

Q.  Were  not  the  salaries  reported  to  the  Board  ?  A.  Not  to 
my  knowledge.     One  minute — was  his  salary  increased  in  1903? 

Q.  I  think  it  was,  seventy-five  thousand  dollars  to — ^perhaps 
that  was  a  year  later — that  is  right,  1903,  from  seventy-five  tliou- 
sand  dollars  to  one  hundred  thousand  dollars. .  A.  Wasn't  that  in 
1905* 

Q.  Oh,  no.     A.  January,  1905? 

Q.  No.  That  was  1903 — it  was  increased  in  1902  from  thirty 
thousand  dollars  to  seventy-five  thousand  dollars,  and  in  1003, 
from  seventy-five  thousand  dollars  to  one  hundred  thousand  du'- 
lars.     A.  Nothing  of  that  kind  was  ever  presented. 

Q.  Never  heard  of  that?     A.  No,  sir. 

Q.  It  appears  that  the  bill  to  repeal  the  charter  of  the  Mer- 
cantile Trust  Company  was  introduced  in  March  —  on  March 
31,  1900.  Now,  did  you  have  any  interview  with  Mr.  Hyde  or 
Mr.  Colby,  or  with  Governor  Odell,  or  anyone  relative  to  the 
settlement  of  Governor  Odell's  claim  against  the  Mercantile 
Trust  Company,  prior  to  the  adjournment  of  the  Legislature 
in  1904?     A.  No,  sir. 

Q.  Which  I  suppose  took  place  about  the  9th  of  May,  or  early 
in  May. 

THE  CHAIEMAN:  Much  earlier  — the  23d  of  April,  or 
earlier. 

Q.  The  23d  of  April,  1904, —  you  had  no  such  interview?  A. 
No,  sir. 

BY  THE  CHAIEMAN: 


Q.  I  understood  you  to  say  that  the  earliest  interview  you 
had  on  that  subject  was  along  in  the  autumn?  A.  About  a  yeaj- 
ago,  in  the  autumn. 

BY  ME.  HUGHES: 

Q.  Are  we  to  understand  that  your  first  interview  with  regard 
to  that  settlement  of  Governor  Odell's  suit  was  in  the  fall  of  1904? 
A.  Yes,  sir. 

Q.  And  if  the  date  of  settlement  is  correctly  given  to  me  as 
December  20th — date  of  payment  was  December  30,  1904  how 
long  prior  to  that  time  was  the  matter  first  called  to  your  atten- 
tion?   A.  May  have  been  a  month  or  two  months. 
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Q.  Do  you  know  whetlier  or  not  the  payment  was  made  im- 
mediately upon  the  settlement?    A.  I  don't  know. 

Q.  It  was  suggested  to  me  that  it  was  made  several  months 
later,  is  that  the  fact?    A.  That  I  don't  know. 

Q.  If  you  will  be  good  enough  to  search  your  memory  and 
tell  me  about  the  date  when  the  interview  took  place  between 
Mr.  Hyde  and  Governor  Odell  uptown,  either  at  your  house  or  at 
a  club,  when  I  understand  the  matter  was  suggested.  A.  Well,  I 
think  it  was  a  short  time  after  the  first  interview  they  had  in  my 
ofiice  downtown. 

Q.  Well,  can  you  give  me  a  month  with  definiteness?  A.  I 
cannot. 

Q.  Are  you  sure  it  was  in  the  fall  and  not  in  the  spring?  A. 
I  am  quite  sure. 

Q.  You  have  said  that  you  did  not  recommend  Mr.  Hyde  for 
the  appointment  but  you  told  him  you  would?    A.  No,  sir. 

Q.  You  simply  said  you  would  spealv  to  the  President?  A.  Yes, 
sir. 

Q.  Did  you  lead  him  to  infer  you  would  recommend  him?  A. 
!N"o,  sir. 

Q.  Why  did  you  recommend  him?  A.  I  do  not  know  that  that 
is  germane  to  the  situation. 

Q.  Well,  I  won't  press  the  question.  A.  I  will  say  this,  that 
I  did  not  say  to  the  President  that  I  thought  that  he  ought  not 
to;  I  simply  told  him  that  I  had  been  requested  to  suggest  to  him 
the  appointment  of  ilr.  Hyde  and  that  Mr.  Hyde  was  located  in 
Paris  and  as  I  understood  had  a  good  position  there  and  that  I 
had  done  what  I  had  been  requested. 

Q.  Did  you  regard  yourself  as  discharging  any  duty  or  obliga- 
tion in  that?     A.   Yes,  sir. 

Q.  What  was  that?  A.  That  I  had  agreed  to  bring  the  matter 
to  the  President's  attention. 

Q.  Is  there  any  reason  for  your  making  such  an  agreement  with 
Mr.  Hyde?    A.  Not  other  than  that  of  friendship. 

Q.  You  have  said  that  when  you  first  went  into  the  Equitable, 
as  I  understand  you,  you  said  that  the  business  was  not  conducted 
in  the  right  way,  or  you  answered  some  suggestion  that  you  should 
become  a  director  by  a  comment  of  that  kind.  Is  that  right?  A. 
Yes,  sir. 

Q.  What  reforms  did  you  think  should  be  instituted?  A.  Well, 
if  I  made  tha;t  statement  as  to  the  management  of  the  Equitable 
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1  had  reference  to  Mr.  Hyde's  position — lie  was  siirroimded — 
he  was  a  young  man  with  a  great  deal  of  power,  and  power  which 
was  apt  to  increase — and  that  he  was  apparently  surrounded  by 
people  who  were  catering  to  his  particular  desires,  without  refer- 
ence to  what — without  any  special  reference  to  what  influence  it 
might  have  on  the  Equitable's  affairs,  and  that  if  he  was  to  grow 
and  get  experience,  he  would  do  better  by  having  around  him 
men  who  were  independent  and  had  had  experience  in  business 
affairs,  who  would  sustain  him  and  help  him. 

Q.  Did  you  do  anything  in  the  direction  of  acoomplishing 
such  a  reform  after  you  became  a  director?  A.  I  do  not  think 
I  said  I  thought  there  was  to  be  a  reform. 

Q.  Well,  a  change  ?  A.  Nor  a  change ;  it  was  simply  in  regard 
to  Mr.  Hyde's  personal  position  in  the  future,  that  he  should  be 
sustained  by  people  of  independent  thought  and  action  and  not 
those  that  would  act  in  any  way  because  he  might  think  it  per- 
sonally advisable. 

Q.  Did  you  deem  that  the  situation  was  one  which  would  re- 
quire supervision  —  in  other  words  that  it  was  a  dangerous  situ- 
ation for  a  young  man  to  be  ?  A.  Yes,  sir,  unless  he  was  in  that 
way  sustained. 

Q.  Well,  what  did  you  do  if  anything  to  see  that  he  was  sus- 
tained by  independent  advisers  ?  A.  Mr.  Hyde  as  I  .understand 
it  had  not  yet  gotten  into  the  position  wh'ere  he  would  have  com- 
plete authority. 

Q.  Didn't  you  understand  he  was  extending  his  authority 
rapidly  ?  A.  It  was  understood  so  and  he  was  also  extending  the 
influence  in  the  Board  of  Directors  by  putting  in  men  of 
experience. 

BYMK.  COX: 

Q.  I  wanted  to  ask,  Mr.  Harriman,  whether  or  not  you  were 
a  director  of  any  other  insurance  company  or  have  beeii? 

THE  WITNESS:     No,  sir. 

Q.  But  you  have  been  and  are  a  director  of  a  number  of  other 
financial  institutions  ?     A.  Not  many. 

Q.  Well,  can  you  tell  me  whether  or  not  your  activities  as  a 
director  in  other  institutions,  simply  as  a  director,  were  greater 
than  they  were  as  director  of  tiie  Equitable  Company?  A.  No, 
sir. 
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Q.  Then  they  were  about  the  same?  A.  I  shomld  think  so. 
What  can  a  director  do  other  than  go  to  directors'  meetings  and, 
unless  he  is  put  on  special  committees,  more  than  pass  upon  the 
statements  as  presented  by  sub-committee  or  officers? 

Q.  I  only  wanted  to  bring  out  to  my  own  satisfaction  if  that 
is  so —  that  is  true  of  those  large  institutions  generally  under  the 
control  of  directors  ?  A.  Undoubtedly.  It  depends  upon  the  selec- 
tion of  officers  and  sub-committees. 

■  Q.  In  most  of  those  institutions  you  would  say  then  the  officers 
and  committees  really  control  the  affairs  of  the  institutions  ?  A. 
They  conduct  the  affairs  of  the  institutions  under  the  authority  of 
the  Board  of  Krectors. 

Q.  But  that  the  Board  of  Directors  have  their  little A. 

As  our  laws  are  now  constituted  the  boards  of  directors  have  no 
power  to  do  anything  nor  no  means  of  getting  aaiy  knowledge 
other  than  that  which  is  brought  to  their  attention  by  the  sub- 
committees or  the  officers, 

BY  MR.  TULLY: 

Q.  Board  of  Directors  is  a  misnomer  ?  A.  I  should  think  so — 
trustees  I  should- think. 

ME.  UNTEEMYEE:  I  desire,  Mr.  Chairman,  on  behalf  of 
Mr.  Hyde,  and  I  think  in  justice  to  Mr.  Hyde  and  perhaps  jus- 
tice to  both  these  gentlemen,  to  ask  permission  of  the  Committee 
to  put  some  questions  to  Mr.  Harriman,  somewhat  briefly,  in  the 
direction  of  cross-examination.  I  know  that  the  policy  of  this 
Committee  thus  far  has  been  contrary  to  that  view.  I  know 
that  it  would  be  quite  impossible  for  the  Committee,  if  every 
witness  who  was  called  or  every  witness  with  respect  to  whom 
statements  were  made,  were  to  act  for  counsel  and  ask  a  right  to 
cross-examine,  that  it  would  indefinitely  extend  the  duties  of  the 
Committee  and  very  much  hamper  and  interfere  with  the 
proper 

THE  CHAIEMAN:  I  will  refer  your  request  to  the  Com- 
mittee. 

ME.  UNTEEMYEE:  I  submit  this  to  the  Committee.  Be- 
fore you  refer  it,  if  I  may,  I  think  we  have  here  for  the  first  time 
in  this  examination  a  square  issue  of  fact  between  two  gentle- 
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men,  and  I  know  of  no  way  of  determining  such  an  issue  of  fact 
than  by  the  test  of  cross-examination.  Somebody  is  v.eyy  griev- 
ously mistaken  in  his  recollection  of  the  facts  and  we  should  like 
to  know  who  it  is. 

(After  consultation  between  the  Committee  and  Counsel.) 

THE  CHAIEMAE":  Mr.  Untermyer,  the  Committee  do  not 
think  the  purposes  of  the  investigation  will  be  subserved  by 
granting  your  request. 

MK.  UTEEMYEE:  I  am  sorry,  sir. 

ME.  HUGHES:  I  will  state  that  it  is  not  the  policy  of  coun- 
sel for  the  Committee,  understanding  his  duty  in  the  matter,  to 
side  with  any  witness  against  any  other  or  to  do  more  than  en- 
deavor from  every  witness  to  get  at  the  facts  as  fully ,  and  im- 
partially as  possible.  Now,  on  the  other  hand,  it  is  the  desire 
that  the  facts  should  be  elicited  and  all  proper  questions  should 
be  asked,  and  if  there  are  questions  which  Mr.  Untermyer  would 
submit  to  me  that  I  might  look  at  and  are  deemed  pertinent  and 
helpful  to  the  investigation,  I  should  be  very  glad  indeed  to 
ask  them. 

ME.  UlSTTEEMYEE:  Mr.  Chairman,  I  am  sure  nobody  is 
better  satisfied  than  I  am  of  the  entire  fairness  with  which  Mr. 
Hughes  is  conducting  the  investigation.  I  think  the  whole  com- 
munity is  a  unit  on  that  subject.  And  there  is  nothing  in  the 
way  of  criticism  which  Mr.  Hughes'  method  of  conducting  this 
investigation  implied  in  my  request,  but -he  has  a  thousand  and 
one  things  engaging  his  attention;  our  attention  is  concentrated 
upon  one,  and  a  very  fair  issue  of  fact  and  issue  of  credibility 
which  ought  to  be  determined  in  the  interest  of  these  gentlemen. 
I  have  not  prepared  any  questions;  I  have  written  a  few  notes,  as 
Mr.  Harriman  testified.  We  had  no  idea  that  he  would  testify, 
we  never  conceived  of  what  he  would  testify.  Now,  the  Oom^- 
mittee  knows  — every  member  of  the  Committee  who  is  a  lawyer 
knows,  that  a  cross-examination  cannot  be  conducted  by  the 
mouthpiece  of  somebody  else,  and  that  would  be  utterly  futile  -^ 
be  worse  than  futile. 

THE  CHAIEMAN:  We  regret  it;  we  would  like  to  grant 
the  request  solely  in  the  interest  that  you  suggest  if  it  is  not 
incompatible. 
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MK.  UNTEE.MYEE:  Mr.  Chairman,  may  I  suggest  tliis  one 
consideration.  The  Committee  has  traveled  to  some  extent  out- 
side the  usual  and  perhaps  its  regular  province  in  dragging  in  a 
f evf  issues  that  were  really 

THE  CHAIKMAlSr:  Do  you  desire  to  prefer  any  further 
request? 

ME.  UNTEEMYER:  Yes.  I  desire  then  the  Committee 
will  permit  me  to  put  a  few  questions  upon  an  extraneous  issue 
the  Committee  has  put  up  as  to  this  question  of  Ambassador- 
ship— which  has  about  as  much  to  do  with  the  purposes  of  this 
Committee  as  the  moon  has  to  do  with  green  cheese  —  has  not 
anything  to  do  with  it  at  all  —  why  it  should  come  in  here  I  don't 
know;  it  is  extraneous;  it  is  not  right  to  Mr.  Hyde;  I  do  not  think 
it  is  right  to  Mr.  Harriman  that  it  should  be  left  in  this  situation. 

THE  CHAIEMAN:  The  Committee  will  not  permit  any 
questions  to  be  put  to  the  witnesses  on  the  matter  of  cross-exam- 
ination.   Is  that  all,  Mr.  Hughes. 

MR  rWTERMYEE:    Just  a  moment. 

BY  ME.  HUGHES : 

Q.  Mr.  Harriman,  when  you  requested  the  adoption  of  the 
Erick  report,  did  you  acquaint  Mr.  Hyde  with  the  purport  of  that 
report?    A.  No,  sir. 

Q.  Did  you  say  anything  to  him  about  its  contents?  A.  JSTo, 
sir. 

Q.  Did  you  suggest  to  him  that  in  would  in  effect  recommend 
his  removal?     A.  ISTo,  sir. 

Q.  Did  you  ask  Mr.  Hyde  to  move  the  adoption  of  the  report 
of  the  contents  of  which  he  had  no  knowledge?  A.  I  told  Mr. 
Hyde  that  no  matter  what  the  report  might  be,  no  matter  how 
much  it  might  be  against  him  personally  or  otherwise,  that  if  I 
were  he,  no  matter  how  stringent  the  report  might  be,  that  if  I 
were  in  his  place  that  I  would  favor  its  adoption  and  go  to  the 
pxtent  of  moving  its  adoption,  making  the  statement  which  I  have 
heretofore  made  to  you. 

Q.  Did  you  suggest  to  him  that  he  should  move  the  adoption 
of  the  report  even  if  it  charged  him  with  serious  misconduct  and 
provided  for  his  removal?     A.  I  made  no  other  statement  "than 
the  one  which  I  have  said  to  you. 
75 
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Q.  So  you  did  not  intimate  in  any  way  that  it  was  a  report 
which  reflected  upon  him  ?  A.  Don't  you  thint  that  was  an  inti- 
mation enough.  If  you  had  been  Mr.  Hyd«  wouldn't  it  have  been 
enough  for  you? 

Q.  I  really  cannot  answer  thatr  Did  you  intend  he  should 
understand  that?    A.  "Why,  undoubtedly. 

Q.  Mr.  Untermyer  suggests  did  you  claim  he  should  under- 
stand the  report  was  adverse  to  him?  A.  Why,  undoubtedly.  I 
do  not  see  what  there  is  on  that  subject.  The  report  was  to  have 
been  made  the  next  day,  and  I  wanted  the  young  man  to  be  safe 
from  making  a  fatal  mistake  which  he  did  make. 

BY  ME.  UNtEKMYEE: 

Q.  Would  not  it  have  been  a  much  more  fatal  mistake — 
Just  a  minute 

BY  MR.  EOGEES: 

Q.  At  the  time  of  the  conversation  so  far  as  you  were  aware 
Mr.  Hyde  had  not  read  the  report?    A.  I  am  sure  he  did  not. 

Q.  And  therefore  had  no  knowledge  of  its  contents?  A.  Abso- 
lutely. 

Q.  Except  what  you  might  have  stated  it  was 

BY  ME.  HUGHES : 

Q.  Didn't  you  regard  it  or  was  it  regarded  by  you  as  an 
advisable  thing  for  Mr.  Hyde  to  move  the  adoption  of  a 
report  which  in  fact  provided  for  his  removal  for  misconduct? 
A.  I  have  been  acting  as  a  friend  of  Mr.  Hyde  in  trying  to  pro- 
tect him  against  the  apparent  attacks  of  people  who  had  been 
his  associates  and  were  trying  to  oust  him  out  of  his  position  in 
the  Equitable,  and  as  a  friend  I  still  advised  him,  with  my 
knowledge  of  what  the  Frick  report  was,  of  what  he  should  do 
and  what  I  would  have  done  if  I  had  been  in  his  place.  I  think  I 
used  those  words — '"'  If  I  were  in  your  place  I  would  do  so  and  so." 

BY  ME.  UNTEEMYEE: 

Q.  Didn't  you  know  if  the  Erick  report  was  true  it  would  dis- 
grace him  ? 

THE  CHAIEMAN:  You  need  not  answer  him,  Mr.  Harriman. 
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BY  ME.  HUGHES: 

Q.  "Was  it  immediately  after  tlie  Erick  report  that  you  sug- 
gested that  you  would  be  one  of  the  six  to  buy  the  stock  and  put 
in  $500,000  ?     A.  I  did  not  say  I  would  be  one  of  six. 

Q.  The  answer  to  my  question  then  is  you  did  not  say  you 
would  be  one  of  six  ?     A.  I  did  not  say  I  would  be  one  of  six. 

Q.  Was  it  after  the  adoption  of  the  Erick  report  that  you  stated 
you  would  subscribe  $500,000?  A.  The  Erick  report  never  was 
adopted. 

Q.  After  its  submission  ?     A.  I  don't  remember. 

THE  CHAIRMAN":  Mr.  Hughes,  if  you  think  any  further 
questions  will  be  of  aid  to  the  Committee  in  this  investigation  we 
will  be  glad  to  have  you  put  them,  but  I  do  not  want  you  to  be- 
come a  phonograph  for  any  other  suggestions. 

MR.  HUGHES :  My  only  desire  is  to  give  Mr.  Untemiyer  in  a 

.  proper  and  orderly  way  the  fullest  opportunity  to  have  every  fact 

brought  out  that  is  in  any  way  connected  with  this  matter;  but  I 

think  we  have  about  exhausted  the  subject  so  far  as  this  witness's 

testimony  is  concerned. 

THE  CHAIRMAN":   We  feel  that  way  too. 

MR.  "UNTERMYER:  I  think  it  is  in  a  very  disorderly  and 
disorderly  way. 

THE  CHAIRMAN:  We  are  less  concerned  with  the  conven- 
ience of  Mr.  Untermyer  than  we  are  with  the  convenience  of  this 
investigation  and  the  economy  of  time. 

THE  WITNESS:  May  I  say  just  a  word? 

THE  CHAIRMAN:   You  may. 

THE  WITNESS :  I  think  you  said  something  about  my  having 
proposed  the  investigation,  did  you  not?  , 

BY  MR.  HUGHES: 

Q.  Proposed  what  investigation?  A.  The  investigation  com- 
mittee— ^the  appointment  of  an' investigation  committee. 

Q.  No,  I  have  not  said  anything  about  it,  or  did  not  have  it  in 
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my  mind;  I  did  not  have  any  notion  of  that  kind.     A.  I  want  to 
say  that  I  did 

BYMR.  EOGEES: 

Q.  Do  you  mean  of  the  Frick  Committee?  A.  Of  the  Frick 
Committee. 

BY  MR.  HUGHES: 

Q.  I  did  ask  you  about  that.  You  had  said  to  Mr.  Hyde  that 
it  would  be  a  good  thing  to  have  a  committee  to  investigate?  A. 
I  think  I  not  only  said  that  to  Mr.  Hyde  but  to  other  trustees  of 
the  Society,  that  it  would  be  proper  to  have  a  committee  of  the 
Board  appointed  to  investigate  these  charges  almost  imniediately 
at  the  time  the  charges  were  made.  Now — one  minute — I  don't 
want  to  interrupt,  Mr.  Hughes;  I  would  like  to  have  your  atten- 
tion— 

Q.  Certainly;  just  a  moment.  Mr.  Harriman  will  you  complete 
it?  A.  It  was  almost  immediately  after  the  charges  were  made 
by  the  Alexander  faction  that  I  suggested  that  an  investigation 
committee  be  appointed  and  I  was  asked  to  hold  it  back  until 
matters  developed  further  and  when  a  resolution  was  offered  to 
re-elect  the  old  members  of  the  Board  I  was  the  only  officer  that 
voted  in  the  negative  and  my  vote  was  so  recorded. 

BY  MR.  ROGERS:         '^-j^t-^r*-^  .5  ; .  . 

Q.  By  whom  were  you  asked  to  hold  it  back  at  your  suggestion  ? 
A.  I  think  Senator  Depew  especially— various  ones,  they  did  not 
think  the  time  was  ripe  yet;  it  was  perfectly  right;  I  accepted  to 
it — ^I  am  sorry  now  that  I  did.  I  thought  at  the  time  that  perhaps 
I  was  a  little  premature. 

BY  MR.  HUGHES: 

Q.  Mr.  Harriman,  you  are  a  director  of  the  Mercantile  Trust 
Company?     A.  Yes,  sir. 

Q.  "Were  you  on  the  Executive  Committee?  ~  A.  Wo,  sir. 

JAMES  H.  HYDE,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Hyde,  when  was  it  that  you  had  your  first • 
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THE  CHAIEMAN":  I  only  wish  to  say  that  it  is  the  opinion 
of  this  Committee  that  this  question  of  veracity  if  any  exists  bt- 
tween  these  men  is  one  of  the  least  of  our  considerations,  and  that 
you  would  be  as  brief  if  you  intend  to  devote  any  time  to  that  as 
it  is  possible. 

Q.  Mr.  Hyde,  there  is  a  question  here  as  to  the  date  of  the  con- 
versation which  you  first  had  with  Mr.  Harriman  relative  to  the 
settlement  of  the  Governor  Odell  suit.  Can  you  fix  that  date?  A. 
I  will  endeavor  to  refresh  my  mind  and  I  think  I  can  approxi- 
mately fix  it,  but  not  positively.    It  is  very  difiicult. 

Q.  What  is  the  nearest  approach  you  can  make  to  fixing  it? 
A.  I  should  think  it  was  some  time  last  Ifovember. 

Q.  1904.  A.  But  I  say  I  am  not  positive  as  to  that.  I  think 
so. 

Q.  Did  you  go  to  Mr.  Harriman  and  request  him  to  bring  about 
if  possible  a  settlement  of  Mr.  Odell's  claim  ?  A.  I  don't  remem- 
ber going  there  with  Mr.  Doming  as  Mr.  Harriman  testified. 

Q.  Did  you  request  Mr.  Harriman  to  bring  about  a  settlement 
of  Governor  Odell's  claim?  A.  l^o;  as  I  have  already  testified 
he  suggested  it. 

Q.  Do  you  desire  to  add  anything  to  your  testimony  yesterday? 
A.  No,  sir,  I  don't  think  so. 

Q.  Or  to  change  it?     A.  No,  sir. 

MK.  HUGHES :     That  is  aU. 
BY  ME.  EOGERS : 

Q.  Where  was  this  conversation  ?  A.  In  Mr.  Harriman's  office, 
I  don't  know  whether  it  was  in  his  front  private  ofiice  or  back 
office. 

Q.  You  can  say  whether  you  went  there  at  your  own  motion  or 
at  his  suggestion  ?    A.  Yes,  sir,  I  have  answered  it. 

BY  ME.  HUGHES : 

Q.  Oh,  I  will  ask  this :  Did  you  have  any  conversation  with 
Governor  Odell?  A.  He  was  in  Mr.  Harriman's  office  one  day. 
I  introduced  I  think  Mr.  Colby  to  him  and  left  the  details  of 
this  thing  to  him.  I  was  not  present  at  an  interview  which 
occurred  uptown,  not  at  Mr.  Harriman's  house — as  Mr.  Harri- 
man said  he  was  not  sure  it  was  at  Mr.  Harriman's  house.    It  was 


23 V4  Legislative  Insurance  Investigation. 

at  the  Metropolitan  Club.  I  saw  those  two  gentlemen  start  theii 
interview  and  then  I  retired. 

Q.  Did  you  have  any  interview  with  Governor  Odell  at  Mr. 
Harriman's  office?     A.  Yes,  sir,  once. 

Q.     In  Mr.  Harriman's  presence  ? 

A.  He  was  there  and  went  out. 

Q.  Were  you  there  when  Mr.  Colby  had  an  interview  with  him? 
A.  Part  of  it. 

Q.  What  took  place  at  that  interview  ?  A.  They  started  a  pre- 
liminary conversation  and  I  retired. 

Q.  Was  there  anything  said  at  that  time  about  any  attack  upon 
the  charter  of  the  Mercantile  Trust  Company  ?    A.  No,  sir. 

Q.  Was  anything  ever  said  by  Governor  Odell  on  that  point  to 
you  or  in  your  hearing?    A.  jSTo,  sir. 

Q.  Or  about  any  proceedings  against  the  Mercantile  Trust 
Company,  other  than  legal  proceedings  ?     A.  No,  sir. 

ME.  HUGHES:    That  is  all. 

BY  ME.  UNTEEMYEE: 

Q.  Erom  whom  did  the  statement  ccme  as  to  the  attack  on  the 
charter  ?    A.  It  came  from  Mr.  Harriman. 

ME.  HUGHES :  That  is  what  Mr.  Hyde  testified  yesterday. 
He  has  just  said  he  did  not  care  to  make  any  change. 

BY  ME.  EOGEES : 

Q.  And  this  conversation  was  in  November,  1904?  A.  Yes, 
sir.    I  say  I  think  it  was  in  November. 

Q.  Will  you  say  it  was  subsequent  to  June,  1904,  for  instance  ? 
A.  Yes,  sir. 

Q.  Positive  about  that  ?    A.  Yes,  sir. 

Q.  Then  I  want  to  ask  you  how  the  danger  of  possible  legisla- 
tion could  in  the  slightest  degree  have  influenced  you  when  there 
was  no  Legislature  in  session  ?  A.  There  was  a  Legislature  going 
to  be  in  session. 

Q.  But  Governor  Odell,  whom  you  claim  was  the  man  whom 
jou  feared  was  going  out  of  office  on  the  31st  of  December?  A. 
People  out  of  office  are  sometimes  more  influential  than  when  in 
office. 
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GEOEGE  H.  SQUIEE,  Je.,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Squire,  I  asked  you  before  the  recess  from  whom  you 
received  the  payment  for  the  stock  of  the  Lawyers'  Title  Insur- 
ance Company  and  the  Lawyers'  Mortgage  Insurance  Company, 
which,  according  to  your  books,  your  firm  bought  on  account  of 
Thomas  D.  Jordan  and  James  H.  Hyde.  Will  you,  please,  state, 
if  you  can,  now  ?  '  A.  Yes,  sir,  checks  drawn  by  the  American 
Deposit  &  Loan  Company. 

Q.  To  Williamson  &  Squire?  A.  I  presume  so;  they  are  en- 
tered on  our  books  as  American  Deposit  &  Loan  Company, 

Q.  !N'ow,  when  I  ask  as  to  the  shares  of  the  Lawyers'  Title 
Insurance  Company's  stock,  and  Lawyers'  Mortgage  Insurance 
Company's  stock  which  your  firm  had  bought  on  behalf  of 
Thomas  D.  Jordan,  I  refer  to  the  first  page  of  Exhibit  'No.  369, 
headed  "  Memorandum  for  the  Armstrong  Committee,  Account 
Thomas  D.  Jordan,"  and  were  transactions  beginning  June  4, 
1901,  and  ending  September  30,  1901  —  were  all  those  purchases 
paid  for  by  checks  of  the  American  Deposit  &  Loan  Company? 
A.  Yes,  sir,  except  one,  I  found  out  that  on  June  26th  twenty 
shares  bought  at  305  at  auction  was  afterward  canceled. 

Q.  Was  afterward  canceled  ?     A.  Yes. 

Q.  And  that  reduced  the  shares  bought  on  account  of  Thomas  D. 
Jordan  from  324  in  all  of  the  Lawyers'  Title  Insurance  Com- 
pany stock  to  304?  A.  Yes,  whatever  it  was,  reduced  it  twenty 
shares. 

Q.  Now,  I  want  to  know  if  the  shares  of  stock  that  you  referred 
to  as  bought  on  account  of  James  H.  Hyde  from  the  Lawyers' 
Title  Insurance  Company  and  the  Lawyers'  Mortgage  Insurance 
Company,  beginning  August  6,  1901,  and  ending  September  9, 
1901,  are  those  stated  in  the  sheet  of  Exhibit  No.  369,  headed, 
"  Memorandum  for  the  Armstrong  Committee,  Account  James  H. 
Hyde?"     A.  Yes,  sir. 

Q.  And  all  those  shares  were  paid  for  by  checks  of  the  Ameri- 
can Deposit  &  Loan  Company  ?     A.  Yes,  sir. 

Q.  ISTow,  from  the  fact  that  those  payments  were  made  by  the 
American  Deposit  &  Loan  Company,  are  you  able  to  say  to  whom 
the  securities  were  delivered?  A.  I  have  no  absolute  knowledge 
as  to  that. 
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Q.  The  shares  bought  for  James  H.  Hyde  of  the  Lawyers' 
Title  Insurance  Company  amounts  to  107,  and  that  added  to  the 
30^,  corrected  amount  of  the  Lawyers'  Title  Insurance  Company 
stock  bought  for  account  of  Thomas  D.  Jordan,  made  a  total  of 
413,  did  they  not?     A.  Yes,  sir. 

Q.  What  was  the  Hyde,  Squire  and  Mclntyre  joint  account 
on  the  books  of  Williamson  &  Squire?  A.  That  is  the  way  it 
stood,  sir.     I  knew  nothing  about  it. 

Q.  How  long  has  that  been  on  your  books  ?  A.  I  think  there 
are  only  two  entries  on  it.  Yes,  sir,  there  are  only  two  items  on 
it  —  August  10,  1904,  and  August  15,  1904. 

Q.  Had  you  had  an  account  on  your  books  prior  to  that  time 
the  name  of  Hyde,  Squire  and  Jordan  ?     A.  Mclntyre  ? 

Q.  Mclntyre?     A.  ISTo,  sir. 

Q.  Hyde,  Squire  and  Mclntyre  joint  account  ?     A.  ISTo,  sir. 

Q.  Those  are  the  only  transactions  that  are  mentioned  on  this 
sheet  ?     A.  Yes,  sir. 

Q.  Now,  these  checks  that  you  have  furnished  me  pinned  to- 
gether, and  marked,  "  Account  George  H.  Squire,"  are  the  checks 
for  the  proceeds  of  securities  which  were  sold  by  your  firm  on 
account  of  George  H.  Squire  ?     A.  Yes,  sir,  and  bought  of  him. 

Q.  Those  checks  were  delivered  to  George  H.  Squire  ?  A.  Yes, 
sir. 

Q.  And  you  received  the  money  on  them  ?     A.  Yes,  sir. 

ME.  HUGHES:  I  will  offer  those  checks  in  evidence,  and  I 
would  like  to  have  them  put  in  the  record  at  this  point. 

(Checks  read,  including  Exhibits  371  and  370,  which  have  also 
been  previously  spread  upon  to-day's  record.) 

Q.  The  check  dated  October  10,  1901,  drawn  to  the  order  of 
Ernest  B.  Squire,  or  ourselves  for  $5,265.25  is  a  check  for  the 
proceed  of  the  twenty  shares  ?     A.  Yes,  sir. 

Q.  Wait  a  minute  —  twenty-five  shares?  A.  Twenty-five 
shares. 

Q.  Twenty-five  shares  of  the  Lawyers'  Mortgage  and  Insurance 
Company's  stock  which  was  sold  for  the  account  of  Thomas  D. 
Jordan  at  auction  on  October  9,  1901  ?      A.  Yes,  sir.  i 

ME.  HUGHES:    I  offer  that  in  evidence. 

(Marked  Exhibit  No.  373,  and  read.) 
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Q.  I  call  your  attention  to  tlie  fact  that  that  was  not  given  to 
Thomas  D.  Jordan,  and  his  name  does  not  appear  upon  it,  but 
that  it  is  a  check  drawn  to  the  order  of.  Ernest  B.  Squire,  or  our- 
selves, and  endorsed  by  Ernest  B.  Squire,  Pay  to  the  order  of  the 
American  Deposit  &  Loan  Company  ?     A.  Yes,  sir. 

Q.  But  you  know  that  it  was  on  account,  or  it  was  for  the  pro- 
ceeds of  shares  mentioned  on  the  sheet  of  Exhibit  No.  369,  headed, 
"  Memorandum  for  the  Armstrong  Committee,  Thomas  D.  Jor- 
dan —  sold,  twenty-five  Lawyers'  Mortgage  ?  "     A.  Yes,  sir. 

Q.  The  checks  I  have  shown  you  are  the  checks  for  ihe  pro- 
ceeds of  three  sales  made  for  the  account  of  William  H.  Melntyre, 
as  appears  from  Exhibit  No.  369  ?     A.  Yes,  sir. 

Q.  These  checks  I  will  call  to  your  attention  are  drawn  to  the 
order  of  the  Equitable  Trust  Company,  but  you  know  that  they 
were  checks  for  the  proceeds  of  those  sales  ?     A.  Yes. 

ME.  HUGHES:    I  offer  them  in  evidence. 

(Checks  marked  Exhibit  No.  374  and  No.  374A,  and  read  in 
evidence.) 

Q.  On  the  checks  now  shown  you  were  the  checks  for  the  pro- 
ceeds on  the  sales  for  the  Hyde,  Squire  and  Melntyre  general 
account  as  shown  by  Exhibit  369  ?      A.  Yes,  sir. 

ME.  HUGHES :    I  offer  them  in  evidence. 

(Checks  marked  Exhibits  375  and  375A,  and  read.) 

Q.  The  checks  now  shown  you  for  the  proceeds  of  sales  on 
account  of  the  Equitable  Trust  Company?      A.  Yes,  sir. 

ME.  HUGHES:    I  offer  those  in  evidence. 

(Checks  marked  Exhibits  376  and  376A  and  read  in  evidence.) 

JAMES  H.  HYDE,  resumed. 

BY  ME.  HUGHES: 

Q.  Now  Mr.  Hyde,  I  show  you  again  the  statement  of  the 
purchases  of  Lawyers'  Title  Insurance  Company  stock  in  August 
and  September,  1901,  made  by  Williamson  and  Squire  for 
account  of  James  H.  Hyde  and  I  call  your  attention  to  the  evi- 
dence of  Mr.   Squire  that  the  payment  for  the  securities  pur- 
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chased  were  made  by  the  American  Deposit  &  Loan  Company 
and  to  the  evidence  that  the  American  Deposit  &  Loan  Com- 
pany had  been  buying  in  this  way  certain  securitie§  which  on 
October  11,  1901,  were  sold  to  the  Equitable  Life  Assurance. 
Society.  Do  these  matters  in  any  way  refresh  your  recollection? 
A.  ISTo,  sir,  but  I  am  quite  positive  that  none  of  those  securities 
which  were  purchased  on  my  behalf  were  sold  to  the  Equitable 
Life,  and  I  will  endeavor  to  refresh  my  memory  on  the  matter 
and  if  I  find  out  anything,  let  you  know. 

GEOEGE  W.  JENKD;rS,  resumed. 

BY  MB.  HUGHES: 

Q.  Mr.  Jenkins,  have  you  since  the  recess  been  able  to  refresh 
your  memory  as  to  any  of  those  transactions  which  I  asked  you 
about?  A.  I  have  as  to  the  amount  of  that  check  which  I  paid 
Mr.  Squire.  I  looked  at  a  memorandum  and  found  that  check 
was  Twenty-two  thousand  seven  hundred  and  fifty-four,  eighty- 
eight  cents. 

Q.  And  that  check  was  for  the  profit  upon  the  Lawyers'  Title 
Insurance  Company's  stock  and  Lawyers'  Mortgage  Insurance 
Company's  stock  which  the  American  Deposit  &  Loan  Company 
liad  acquired  in  the  summer  or  fall  of  1901,  and  had  then  sold 
to  the  Equitable  Life  Assurance  Society  at  Mr.  Squire's  sugges- 
tion? A.  It  is  the  difFerence  in  amount  between  what  we  paid 
for  it  with  interest  on  the  several  payments  and  the  amount  we 
received  from  the  Equitable  for  it. 

Q.  Were  you  a  relative  by  blood  or  marriage  of  the  late 
Marcellus  Hartley?     A.  Son-in-law. 

Q.  Did  you  ever  hear  of  the  Marcellus  Hartley  trustee  ac- 
count?   A.  N'ever. 

Q.  Ton  knew  nothing  of  the  transactions  of  drafts  or  credits 
in  that  account?  A.  ISTothing  whatever  except  I  doubt  very  much 
any  graft  in  it  so  far  as  Mr.  Hartley  is  concerned. 

THE  CHAIEMAlSr:    Draft. 

MR  HUGHES:    I  said  draft,  not  graft. 

T.  F.  WILLIAMSOlSr,  being  duly  sworn,  testified  as  follows : 

BY  ME.  HUGHES: 

Q.  Mr.  "Williamson,  are  you  now  Mr.  Hyde's  private  secre- 
tary?   A.  Yes,  sir. 
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Q.  How  long  have  you  acted  in  that  capacity?  A.  Since  he 
entered  the  service  of  the  Equitable  Life  Assurance  Society  in 
October,  I  think  it  was,  1898. 

Q.  Did  you  perform  servdces  for  him  in  connection  with  his 
private  affairs?    A.  No,  sir. 

Q.  Never?    A.  A  very  few. 

Q.  Well,  didn't  you  have  considerable  to  do  with  his  private 
affairs?    A.  Not  a  considerable. 

Q.  How  do  you  draw  the  line  —  what  did  you  do  for  him 
personally  ?  A.I  first  entered  —  shall  I  tel],  .you  of  my  com- 
mencing—  I  first  entered  the  Equitable  in  July,  1897,  in  the 
ofiace  of  Mr.  Henry  B.  Hyde.  It  was  necessary  for  me  to  make 
my  way  and  I  considered  that  the  Equitable  was  a  very  good 
institution  to  become  associated  with  if  it  were  possible  to  do  so 
and  I  applied  to  the  President's  office  without  any  outside  refer- 
ences at  all  and  I  secured  a  position  in  two  or  three  days  after 
my  application.  I  stayed  with  Mr.  Hyde  until  his  son  came  with 
the  Equitable  and  then  I  became  his  secretary. 

BY  MK.  UNTERMYEK: 

Q.  Eaise  your  voice.  A.  After  Mr.  James  H.  Hyde  came  in 
the  Society  I  became  his  secretary  and  I  reported  to  Mr.  Hyde 
on  Equitable  duty  at  eight  o'clock  every  morning  and  I  remained 
with  Mr.  Hyde  on  Equitable  duty  imtil  he  retired  every  night, 
and  I  have  continued  to  do  that  since  1898. 

BY  MR.  HUGHES: 

Q.  Well,  do  I  understand  Mr.  Hyde  devoted  all  his  evenings 
to  the  work  of  the  Equitable  Society?  A.  Mr.  Hyde  was  al- 
ways at  the  service  of  the  Equitable  and  whether  he  was  at  his 
office  or  whether  he  was  away  from  his  office,  if  any  business  that 
required  his  attention  came  up,  he  always  dropped  his  personal 
or  his  social  and  his  pleasures  to  attend  to  that,  and  he  had  many 
of  those  things  that  did  come  up. 

Q.  And  you  were  constantly  with  him?  A.  I  was  constantly 
with  him. 

Q.  Did  he  pay  you  anything  individually  ?  A.  Mr.  Hyde  has 
paid  me  thousands  of  dollars  for  my  personal  work  to  him,  whicli 
has  been  done  in  my  personal  time. 

Q.  During  the  years  1898  to  1905  ?    A.  Yes,  sir. 
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Q.  Were  you  on  a  salary  for  Mr.  Hyde  as  an  individual?  A. 
Yes,  sir. 

Q.  "What  was  that  salary  ?  A.  That  salary  was  never  specific, 
but  it  was  in  sums  of  never  less  than  one  thousand  dollars. 

Q.  How  often  a  year?     A.  Well,  a  good  many  times. 

Q.  In  addition  to  your  salary  with  the  Equitable?  A.  Yes, 
and  in  addition  to  that  I  lived  with  Mr.  Hyde  and  kept  house  for 
Mr.  Hyde  and  there  was  no  charge  to  the  Society  for  that.  Mr. 
Hyde  had  me  on  call  at  all  hours  of  the  day  and  night,  and  he 
used  me  for  this  purpose,  and  be  very  often  gave  me  work  which 
kept  me  up  to  three  or  four  o'clock  in  the  morning,  and  he  has 
given  me  work  oftentimes  which  has  kept  me  up  all  night,  so  I 
could  give  it  to  him  in  the  morning,  on  Equitable  matters,  and  not 
personally. 

Q.  In  the  course  of  this  connection  did  you  ever  figure  in  a 
loan  from  the  American  Deposit  &  Loan  Company?  A.  N"o,  sir; 
not  to  my  recollection.  I  had  in  the  early  part  of  my  connection 
with  the  Society  one  or  two  loans,  I  believe,  put  in  my  name,  but 
I  do  recollect  very  distinctly  that  Mr.  Hyde  never,  directly  or 
indirectly,  asked  me  to  carry  a  loan  in  his  name. 

Q.  Do  you  know  whether  in  fact  there  was  a  loan  in  your 
name  from  the  American  Deposit  &  Loan  Company  in  1901  the 
avails  of  which  were  used  to  purchase  stock  of  the  Lawyers' 
Title  Insurance  Company  ?  A.  If  there  was  such  a  loan  I  would 
not  recollect  what  it  was  for.  There  was  one  or  two  loans  by 
some  officer  of  the  Society,  but  I  don't  recollect  now  who  it  was 
but  I  do  recollect  very  distinctly  that  I  was  asked  to  have  a  loan 
carried  in  my  name.  I  think  there  were  two  loans  carried  in  my 
name,  but  what  they  were  or  by  which  officer  I  don't  recollect, 
but  I  do  know  that  it  was  not  Mr.  Hyde  or  at  his  request. 

Q.  Were  these  two  loans  carried  in  your  name  loans  from  the 
American  Deposit  &  Loan  Company?  A.  That,  sir,  I  don't 
recollect. 

Q.  Have  you  any  means  of  refreshing  your  memory?  A.  No, 
sir,  I  have  none,  because  those  loans,  as  I  recollect  it,  a  paper 
v\^as  laid  before  me  to  which  they  asked  me  to  affix  my  signature, 
which  I  did  without  any  question,  considering  it  was  my  duty  to 
do  it. 

Q.  Did  Mr.  Jordan  ask  you  to  have  the  loan  made  in  your 
name?     A.  That,  sir,  I  don't  recollect. 

Q.  Did  Mr.  Squire?     A.  That,  sir,  I  don't  recollect. 

Q.  Did  Mr.  Mclntyre?     A.  That,  sir,  I  don't  recollect. 
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Q.  Was  there  a  loan  made  in  1901?  A.  I  could  not  tell  you 
whether  or  not  there  was.  There  were  one  or  two;  I  don't 
recollect  the  details  of  them. 

Q.  Was  anything  ever  said  to  you  as  to  the  purpose  of  the  loan? 
A.  Ko,  sir.  A  paper  was  simply  handed  me  to  affix  my  signature 
to;  that  is  all  I  know  about  it. 

Q.  How  many  times  did  that  occur?  A.  I  don't  remember;  I 
don't  think  over  twice,  and  I  won't  be  positive  it  was  twice. 

Q.  How  long  ago  did  it  occur?  A.  It  has  been  some  years  ago; 
I  could  not  tell. 

Q.  Four  or  five  years  ago?    A.  I  should  say  so. 

Q.  About  1901?  A.  Well,  that,  sir,  I  don't  know. 

Q.  You  are  not  then  in  a  position  to  deny  that  a  loan  was  made 
in  your  name  from  the  American  Deposit  &  Loan  Company,  the 
proceeds  of  which  were  used  to  purchase  stock  of  the  Lawyers' 
Title  Insurance  Company  and  the  Lawyers'  Mortgage  Insurance 
Company?    A.  No,  sir,  nor  am  I  in  a  position  to  afl&rm  it. 

MK.  HUGHES:  That  is  all.  Will  you  take  the  stand,  Mr. 
Murray. 

MICHAEL  MURRAY,  resumed. 

BY  ME.  HUGHES :  I  now  ofEer  in  evidence  the  account  known 
as  the  loan  to  J.  W.  Alexander,  No.  3  Trustee,  with  the  Mercantile 
Trust  Company. 

(Paper  marked  Exhibit  37Y.) 

BY  ME.  HUGHES: 

Q.  It  appears  by  this  account'which  I  have  just  put  in  evidence 
that  a  large  number  of  checks  aggregating  some  four  hundred 
thousand  dollars  were  drawn  to  your  order  as  cashier  by  the  Mer- 
cantile Trust  Company,  and  the  amount  thereof  debited  to  this 
account,  J.  W.  Alexander  No.  3  account.  Will  you  explain  how 
those  payments  happened  to  be  made,  checks  drawn?  A.  Well, 
the  first  knowledge  that  I  had  of  the  J.  W.  A.  No.  3  account  was 
in  the  early  part  of  June  in  this  year.  That  was  an  indirect  knowl- 
edge coming  from  the  officers  departments.  The  direct  knowledge 
came  on  the  15th  day  of  June  when  the  bank  account  of  the  Mer- 
cantile Trust  Company  was  balanced  for  the  half  month  ending 
that  day,  and  I  found  that  charge  against  the  account. 
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Q.  That  is  tte  balance  of  $692,000?     A.  Yes,  sir. 

Q.  What  did  you  do  then?  A.  I  consulted  Mr.  Paul  Morton, 
the  president  of  the  Society,  and  I  told  him  that  I  knew  nothing 
whatever  about  the  account,  and  at  his  request  I  wrote  the  treas- 
urer of  the  Mercantile  Trust  Company  a  letter  telling  him  that  the 
charge  was  without  authority,  and  I  cautioned  him  to  credit  the 
account  with  the  amount. 

Q.  Now,  is  it  a  fact  that  from  time  to  time  you  as  cashier  of  the 
Equitable  Life  Assurance  Society  did  receive  cheeks  from  the 
Mercantile  Trust  Company?  A.  Not  directly.  I  would  get  checks 
through  the  comptroller. 

Q.  You  mean  Thomaas  D.  Jordan?     A.  Yes  sir. 

Q.  When  did  you  become  cashier  of  the  Equitable  Life?  A. 
1892,  February  12th. 

Q.  Is  it  a  fact  then  that  from  time  to  time  between  1898  and 
February,  1905,  you  as  cashier  of  tlie  Equitable  Life  received  from 
Thomaas  D.  Jordan  checks  drawn  to  your  order  by  the  Mercantile 
Trust  Company?  A.  May  I  just  say  that  representing  the  de- 
partment, I  did  not  handle  them  myself,  but  as  they  came  into  the 
department. 

Q.  Well,  in  the  cashier's  department?    A.  Yes,  sir. 

Q.  They  were  checks  drawn  to  your  order?    A.  Yes,  sir. 

Q.  And  they  were  endorsed  by  you?  A.  Yes.  That  is  they 
were  stamped  endorsed,  not  personally. 

Q.  A.nd  those  checks  drawn  by  the  Mercantile  Trust  Com- 
pany to  your -order  and  stamped  endorsed  by  you  were  deposited 
to  whose  credit?     A.  They  were  deposited  as  so  much  cash. 

Q.  To  the  credit  of  the  Equitable  Life  Assurance  Society? 
A.  To  our  account,  yes,  sir. 

Q.  In  your  bank  account?    A.  Yes. 

Q.  Will  you  explain  what  had  preceded  the  delivery  to  you 
of  such  checks  by  Thomas  D.  Jordan  in  the  way  of  taking  of 
cash  from  your  custody  as  cashier?  A.  Mr.  Jordan  would  either 
come  personally  or  send  one  of  his  clerks  to  the  department, 
and  request  a  certain  sum  of  cash,  giving  his  memorandum  for 
it,  and  at  a  later  time  he  would  bring  a  check  and  substitute  for 
it  the  cash  he  had  taken,  and  that  check  would  be  deposited  to 
our  account. 

Q.  He  would  come  to  you  and  request  a  certain  amount  of 
money  from  you,  and  would  give  you  a  memorandum?  A. 
Yes. 
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Q.  Wliat  "was  the  form  of  that  memorandum?  A.  It  would 
be  simply  $5,000  T.  D.  J.,  or  $10,000  as  the  case  might  be, 
T.  D.  J. 

Q.  Did  you  book  that  draft  of  Mr.  Jordan  ?    A.  No,  sir. 

Q.  You  carried  it  still  as  a  cash  item?    A.  Yes,  sir. 

Q.  As  a  ticket  in  the  drawer'?    A.  Yes. 

Q.  Precisely  as  though  you  had  the  money  on  hand  ?    A.  Yes. 

Q.  And  no  one  was  debited  with  it  ?    A.  ISTo,  sir. 

Q.  Now,  the  next  transaction  regarding  it  would  be  that 
Mr.  Jordan  would  bring  you  a  check  of  the  Mercantile  Trust 
Company  or  to  your  department  ?     A.  Yes,  sir. 

Q.  A  check  of  the  Mercantile  Trust  Company  to  your  order 
for  the  amount  he  had  withdrawn?  A.  He  would  bring  a 
check,  I  presume,  yes — it  would  be  his  check  or  the  check  of 
the  Mercantile   Trust   Company,  but  he  would  bring  a  check. 

Q.  Don't  you  know  it  was  the  check  of  the  Mercantile  Trust 
Company?  A.  I  don't  know  that  it  was,  and  he  would  bring 
a  check  and  take  up  the  memorandum. 

Q.  And  it  was  very  frequently,  was  it  not,  the  check  of  the 
Mercantile  Trust  Company?     A.  Yes,  sir. 

Q.  And  when  that  was  done  what  was  done  with  the  cash 
ticket?     A.  That  would  be  returned  to  Mr.  Jordan. 

Q.  And  you  would  then  treat  the  check  of  the  Mercantile 
Trust  Company  as  so  much  on  hand  in  lieu  of  the  cash  which 
you  originally  had?  A.  Yes,  and  we  put  it  in  the  bank  as  so 
much  cash. 

Q.  And  you  put  it  in  the  bank?     A.  Yes. 

Q.  So  on  your  books  there  was  no  entry  at  all  of  these  trans- 
actions ?    A.  No. 

Q.  Either  of  Mr.  Jordan's  drafts  or  of  the  account  with  the 
Mercantile  Trust  Company  ?    A.  No,  sir. 

Q.  Did  those  -transactions  come  to  a  considerable  volume? 
A.  Well,  I  cannot  tell  as  to  their  volume,  because  sometimes  I 
would  handle  the  money  and  sometimes  my  assistants.  I  should 
judge  from  the  figures  you  read,  that  they  did. 

Q.  I  would  be  glad  to  have  you  look  at  the  account  I  have 
read  and  the  checks  debited  to  that  account  which  are  stated 
to  have  been  drawn  to  M.  Murray,  cashier,  and  tell  me  if  in 
a  general  way  that  accords  with  your  recollection  of  such  mat- 
ters ?  A.  They  appear  to  be  much  more  frequent  than  I  had 
any  idea  of,  Mr.  Hughes. 
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Q.  Is  there  anything  in  your  recollection  which  impugns  the 
accuracy  of  the  statement  of  the  account  ?  A.  I  had  to  accept 
it  as  it  is  here. 

Q.  Did  any  other  officer  of  the  Equitable  Life  come  to  you  to 
get  money  in  this  way  on  a  cash  ticket  which  later  was  re- 
placed by  a  check  of  the  Mercantile  Trust  Company?  A.  Not 
that  I  recollect. 

Q.  Did  Mr.  J.  W.  Alexander  ever  do  it  ?  A.  Not  to  my  knowl- 
edge. 

Q.  Did  James  H.  Hyde  ?    A.  JSTo,  sir. 

Q.  Or  Mr.  George  H.  Squire  ?    A.  Not  to  my  knowledge. 

Q.  Did  Mr.  Jordan  ever  explain  to, you  the  purpose  of  these 
drafts?    A.  No,  sir. 

Q.  In  a  general  way?    A.  No,  sir. 

Q.  Did  he  say  anything  on  the  subject  at  all  ?    A.  No,  sir. 

Q.  Well,  why  did  you  give  Mr.  Jordan  on  hi^  simple  receipt 
considerable  amounts  of  money,  as  much  as  twenty-five  thousand 
dollars  ?  A.  Well,  inasmuch  as  he  gave  me  a  check  for  it  that 
was  perfectly  good,  and  always  went  through  the  bank  I  saw  no 
reason  to  question  it  whatever. 

Q.  But  he  did  not  give  you  the  check  when  he  got  the  money  ? 
A.  Sometimes  he  did,  and  sometimes  he  did  not. 

Q.  Why  did  you  give  it  to  him  when  he  did  not  give  you  the 
check  ?  A.  Because  he  would  say  he  would  bring  the  check,  and 
I  presumed  he  wanted  the  money  before  he  got  the  check  some- 
times. 

Q.  Did  you  ever  say  anything  about  this  practice  to  any  other 
officer  of  the  company  ?    A.  No. 

Q.  You  regarded  Mr.  Jordan  as  your  superior  officer  and  en- 
titled to  take  any  money  he  asked  for  ?  A.  Very  much  so.  May 
I  just  say  a  word  right  here  ? 

Q.  Yes.  A.  I  became  connected  with  the  Equitable  Society 
in  1867  as  a  boy  under  Mr.  Jordan  and  for  thirty-eight  years  I 
worked  for  him,  and  during  all  that  time  I  had  never  found  Mr. 
Jordan  do  anything  which  was  not  entirely  proper  or  expect  me 
to  do  anything  which  was  improper,  consequently  when  he  come 
for  anything  I  gave  it  to  him  without  question.  And  in  addition 
to  that,  under  the  rules  of  the  Society,  the  Comptroller  had  control 
of  the  office,  and  we  were  all  compelled  to  recognize  whatever  he 
said  or  did. 

Q.  It  appears  that  you  were  getting  checks  from  time  to  time 
aggregating  a  large  amount  from  the  Mercantile  Trust  Company 
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■which  were  placed  to  the  credit  of  the  Equitable  Life  Assurance 
Society.  Did  it  ever  occur  to  you  to  inquire  what  sort  of  an 
account  the  Mercantile  Trust  Company  kept  of  such  advances  ?  A. 
Never,  sir. 

Q.  Did  Mr.  Jordan  ever  make  any  statement  upon  that  point  to 
you?    A.  Never. 

Q.  You  did  not  regard  it  as  your  business  as  cashier  in  any 
way  to  inquire  ?    A.  No,  sir. 

Q.  Do  YOU  know  anything  about  any  of  the  drafts  on  this 
account,  that  is  any  of  the  checks  stated  to  have  been  debited 
to  this  account  other  than  those  mentioned  as  checks  to  the  order 
of  Michael  Murray,  cashier  ?  A.  I  know  nothing  of  them.  Mr. 
Hughes,  for  the  very  reason  I  knew  nothing  of  the  accounts  until 
June  of  this  year. 

Q.  It  was  suggested  to  me  that  these  checks  from  the  Mercan- 
tile Trust  Company  came  in  the  same  day  that  the  moneys  were 
withdrawn  by  Mr.  Jordan?  Is  that  the  fact?  A.  I  should  say 
it  would  be  the  fact,  although  there  might  be 

Q.  Was  it  always  the  same  day?  A.  I  would  not  say  it  was 
always  the  same  day,  Mr.  Hughes,  but  if  he  gave  a  memorandum 
we  .carried  that  memorandum  in  the  drawer  as  cash  until  he 
brought  the  check,  and  inasmuch  as  they  all  disappeared,  the 
checks  must  have  come  in. 

Q.  How  much  cash  was  it  customary  to  carry  in  your  depart- 
ment? A.  Actual  cash,  anywhere  from  ten  thousand  dollars  to 
fifteen  thousand  dollars. 

Q.  Do  you  know  anything  about  these  checks  to  William  H. 
Mclntyre  ?    A.  Nothing,  whatever,  sir. 

Q.  Or  to  Alexander  &  Jordan  ?    A.  Nothing  whatever. 

Q.  Prior  to  June  10,  1905,  did  you  ever  receive  any  account 
from  the  Mercantile  Trust  Company  relating  to  these  matters? 
A.  Prior  to  what  date? 

Q.  Prior  to  June,  1905  ?  A.  I  don't  recollect  that  I  ever  did, 
I  will  say  this,  however,  Mr.  Hughes,  that  prior  to  June,  1905, 
there  was  a  memorandum  account  amounting  to  a  very  large 
sum  of  money,  probably  two  hundred  thousand  dollars,  that  was 
taken  up  by  checks,  but  what  checks  it  was  or  who  gave  it  I  have 
not  the  faintest  idea.  I  only  know  I  got  that  check  and  it  went 
in  the  bank  to  the  credit  of  the  Equitable  Life  Assurance  So- 
ciety. 

Q.  What  was  that,  a  memorandum  account?  A.  A  memor- 
andum. 
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Q.  A  memorandum  account?     A.  A  memorandum  account. 

Q.  AVhose  memorandum  account?  A.  It  was  a  memorandum 
account  of  the  department  carried  —  it  had  been  carried  in  the 
department  all  the  years  I  had  been  there  practically,  varying 
in  size. 

Q.  The  memorandum  account  carried  from  the  early  nineties? 
A.  I  presume  so.  I  would  have  to  verify  that,  sir.  It  is  a  new 
question,  and  it  only. occurs  to  me  now  when  you  asked  me  if 
there  was  a  large  check.  I  remember  there  was  a  large  check, 
and  I  shall  be  very  glad  to  get  it  for  you  if  I  can  remember  it. 

Q.  Let  me  follow  this  up  a  minute.  What  was  the  form  of 
this  memorandum  account?  A.  If  I  recollect  it,  it  was  what  was 
known  as  the  cash  memorandum  book,  so  that  in  balancing  the 
account,  balance  in  bank,  cash  on  hand,  plus  the  memorandum 
account,  was  the  balance  of  the  cash  book. 

Q.  To  make  your  cash  book  balance  you  have  to  include  the 
amount  in  the  memorandum  account?     A.  That  is  right. 

Q.  An  amount  on  hand?     A.  That  is  right. 

Q.  Did  that  account  contain  any  names?     A.  No,  sir. 

Q.  Was  there  any  indication  on  the  account  of  the  persons 
who  had  got  the  four  hundred  thousand  dollars?     A.  ISTo,  sir. 

Q.  Or  of  the  purposes  for  which  it  had  been  used?  A.  Not 
so  far  as  I  know,  sir. 

Q.  Or  of  the  time  at  which  it  had  been  taken?     A.  ~No,  sir. 

Q.  You  say  it  varied  from  time  to  time?  How  did  the  varia- 
tion appear  upon  the  memorandum  account?  A.  As  I  recollect, 
sir,  it  would  be  simply  by  a  deposit  of  money  to  the  credit  of 
the  account  or  a  draft  against  the  account. 

Q.  Then  this  account  was  a  debit  and  credit  accoimt?  A.  It 
was. 

Q.  And  it  was  headed  memorandum  accoimt?  A.  Memoran- 
dum account. 

Q.  Without  any  other  indication  of  its  purpose?  A.  That  is 
all  it  says,  just  one  word  more,  cash  memorandum  account. 

Q.  Cash  memorandum  account?     A.  Yes,  sir. 

Q.  And  that  would  be  debited  with  certain  items?  A.  Yes, 
sir. 

Q.  And  those  items  were  explained,  showing  what  they  were? 
A.  Simply  ca,sh. 

Q.  Simply  cash  so  much  ?     A.  Cash  or  checks. 

Q.  Then  the  credit  items  were  what,  simply  cash  so  much? 
A.  That  is  right. 
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Q.  And  a  balance  below?     A.  And  a  balance  below. 

Q.  And  this  balance,  whatever  it  was,  you  treated  as  cash  on 
hand?  A.  That  is  right,  when  I  balanced  my  cash  book,  daily, 
that  would  be  treated  as  cash. 

THE  CHAIRMAN:   What  institution  was  it  kept  in? 

Q.  Was  this  account  kept  in  any  institution?     A.  No,  sir. 

Q.  No.  It  was  simply  your  cashier's  memorandum?  A.  Yes, 
sir,  that  is  right,  so  much  cash. 

Q.  And  instead  of  its  being  in  the  ordinary  form  of  a  ticket 
in  the  drawer  signed  by  somebody,  it  was  in  the  form  of  a  debit 
and  credit  entry  in  a  book  indicated  by  balances?     A.  Yes,  sir. 

Q.  Sometimes  vou  got  a  check  for  the  balance  of  that  account? 
A.  Yes. 

Q.  From  whom  did  you  get  the  check?  A.  I  could  not  tell 
from  whom  I  got  it,  but  there  was  a  check. 

Q.    Whose  check  was  it?    A.  I  don't  know  that. 

Q.  What  was  the  date  of  it?  A.  I  would  have  to  verifv  that 
for  you. 

Q.  About  what  time  ?  A.  You  said  some  time  previous  to  June, 
3895.  If  I  recollect  rightly  it  was  some  time  in  the  latter  part  of 
1894. 

Q.     That  you  got  the  check?    A.  Yes. 

Q.  Do  yoii  mean  1894  or  1904?     A.  I  mean  1894. 

Q.  And  then  it  was  closed  out?  A.  And  then  it  was  closed  out;, 
absolutely. 

Q.  Did  Mr.  Henry  B.  Hyde  have  anything  to  do  with  it?  A. 
He  had  a  gTcat  deal  to  do  with  the  Equitable  in  those  days. 

Q.  Did  he  have  anything  to  do  with  this  account?  A.  I  think 
he  did;  I  don't  think  there  were  any  memorandums  around  the 
cashier's  department  he  did  not  know  of. 

Q.  Have  you  that  memorandum  book?  A.  I  don't  think  it  can 
be  found.  I  was  searching  for  some  books  the  other  day,  not  as 
far  back  as  that,  and  could  not  find  them. 

Q.  Do  you  know  of  any  account  kept  by  the  Society  in  M'hich 
the  receipt  of  this  four  hundred  thousand  dollars  appears?  A.  No, 
sir. 

Q.  Do  you  know  of  any  institution  or  individual  who  ever 
made  any  demand  on  the  Eqiiitable  Society  by  reason  of  having 
advanced  them  four  hundred  thousand  dollars?    A.  No. 

Q.  The  whole  transaction  was  closed  at  that  time,  and  your 
ticket  was  taken  up  and  a  check  was  received  and  the  check  was 
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paid,  and  your  cash  was  good  from  tliat  time  on^  A.  So  far  us 
I  know. 

Q.  Have  you  stated  all  you  know  about  that  matter?  A.  I 
have  stated  all  I  know  about  that  matter,  that  that  memorandum 
account  disappeared  and  in  the  latter  part  of  1894. 

Q.  Have  there  been  any  transactions  of  that  description  since 
or  anything  like  it?  A.  Well,  I  am  not  sure.  I  don't  think  there 
were  ever  any  memorandums,  but  there  might  have  been  memo- 
randums in  the  drawer.    T  would  have  to  investigate  that  end  of  it. 

Q.  What  did  the  auditing  committee  do  in  those  days  when  they 
audited  the  amount  of  cash  on  hajid  and  came  across  this  memo- 
randum book?    A.  Mr.  Jordan  was  the  auditor. 

Q.  Where  is  Mr.  Jordan,  do  you  know?    A.  I  do  not,  sir. 

Q.  When  have  you  communicated  with  him  last?  A.  I  have 
not  heard  from  Mr.  Jordan  since  the  morning  he  left  the  Equita- 
ble. 

Q.  When  was  that?  A.  I  could  not  give  you  the  exact  date. 
Some  time  in  July,  I  could  not  tell  you. 

EY  ME.  OOX: 

Q.  Who  made  the  entries  in  that  memorandum  book?  A.  Mr. 
Jordan. 

Q.  He  personally?  A.  Yes,  he  would  give  me  a  meinoriiudum 
of  it. 

Q.  During  all  that  time?    A.  Yes,  sir. 

Q.  And  did  he  direct  you  as  to  whether  or  not  tho.  debit  or 
credit  should  be  made  in  that  account?  A.  If  there  was  any  debit 
or  credit  it  would  come  from  him. 

Q.  Under  direction  from  whom?  A.  Under  direction  from  liim 
or  the  president.  The  president  could  give  an  order  just  the 
same,  or  would  give  the  order  just  the  same. 

BY  THE  CHAIEMAN": 

Q.  A  verbal  order,  I  suppose?     A.  A  verbal  order,  yes,  sir. 

BY  MR  HUGHES: 

Q.  Was  Mr.  Jordan  the  auditor  in  recent  years?  A.  Ex- 
cuse me,  when  I  say  auditor,  he  was  the  comptroller  or  what- 
ever his  office  was,  he  did  the  auditing.  That  is  tho  way  I 
wish  to  iiave  it  appear. 
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Q.  Was  not  there  an  auditing  committee  appointed  by  tho 
Board  that  audited  the  books  periodically?  A.  Mr.  Jordan  as 
comptroller  or  as  assistant  secretary  would  count  the  cash  and 
make  his  report  to  that  committee   and  that  ended  it. 

Q.  Who  audited  Mr.  Jordan's  accounts?     A.  I  don't  know. 

Q.  Were  they  ever  audited?    A.  I  presume  they  were. 

Q.  Did  the  auditing  committee  ever  examine  your  cash  books  ? 
A.  The  committee  on  accounts  would  examine  my  cash  books. 

Q.  Would  they  examine  the  memorandum  account?  A.  Oh, 
I  think  so. 

Q.  So  it  was  well  known?     A.  I  should  judge  so. 

Q.  Does  this  auditing  take  any  permanent  form?  A.  Let 
me  understand  what  you  mean. 

Q.  In  the  form  of  a  report?  A.  I  don't  know  as  to  that. 
There  is  an  auditing  committee  now  that  makes  a  report  but 
as  to  that  time  from  1894,  I  could  not  say  as  to  tha^.  I  pre- 
sume it  did. 

ME.  HUGHES:  That  is  all,  Mr.  Murray.     '. 

BY  THE   CHAIEMAN: 

Q.  Mr.  Murray  have  you  had  any  communication  with  Mr. 
Jordan?     A.  Absolutely  none. 

Q.  Do  you  know  of  any  one  who  has?    A.  JSTo,  sir,  I  do  not. 

Q.  How  would  you  attempt  to  find  out  his  whereabouts  now 
if  you  sought  him?  A.  I  should  not  really  know  how  to  go 
about  it.  I  know  his  son  —  but  of  course  you  have  had  him 
yourself. 

Q.  Do  you  know  of  any  one  else  from  whom  we  can  inquire  ? 
A.  No,  sir,  I  do  not.  I  never  visited  him  home,  and  don't  know 
anything  about  his  affairs. 

THE  CHAIEMAlSr:  The  Committee  will  now  adjourn  until 
10.30  o'clock  to-morrow  morning.  If  there  are  any  witnesses 
here  under  subposna  they  will  please  be  present  at  that  hour. 

(Adjourned  to  November  16th,  1905,  at  10.30  A.  M.) 


COira'CIL  CHAMBEE, 

City  HaH,  New  York  Oitj;. 

November  16,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

MR.  HUG-HES:     Benjamin  B.  Odell. 

BENJAMIN  B.  ODELL,  JE.,  called  as  a  witness,  being  dulj 
sworn,  testified  as  follows: 

BY  MH.  HUGHES: 

Q.  Governor  Odell,  evidence  has  been  received  here  with  regard 
to  the  settlement  of  a  claim  which  you  had  against  the  Mercantile 
Trust  Company.  Will  you  please  state  the  facts  pertaining  to 
that  matter  so  far  as  they  are  within  your  knowledge?  A.  Well, 
I  would  prefer  to  state  the  whole  transaction  leading  up  to  the 
settlement,  Mr.  Hughes,  if  you  will  permit  me. 

MR.  UNTERMYER:  If  I  may  be  permitted,  Mr.  Chairman, 
if  we  are  going  to  go  into  the  question  of  the  merits  of  the  ship- 
building controversy,  that  is,  the  origin  of  Governor  Odell's  in- 
vestment and  subjects  of  that  kind,  the  Committee  will  have  to 
travel  very  far  outside  of  the  legitimate  line  of  its  inquiry. 

THE  CHAIRMAN:  That  suggestion  had  better  be  made  to 
Mr.  Hughes.  The  Committee  will  rely  upon  Mr.  Hughes'  judg- 
ment in  the  matter. 

MR.  UNTERMYER:  I  suggest  to  the  Committee  and  Counsel 
that  if  anything  is  at  all  on  legitimate  lines  of  inquiry,  it  will  relate 
to  the  settlement  and  not  to  the  investment. 

MR.  HUGHES :  I  will  state  that  it  is  impossible  for  the  Com- 
mittee to  try  out  the  merits  of  any  claim.  It  is  entirely  fair, 
however,  that  the  circumstances  of  the  settlement  of  the  claira 
tiiould  be  presented  to  the  Comm.ittee  by  Governor  Odell's  testi- 
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mony.  And  I  would  call  Governor  Odell's  attention  to  tlie  fact 
that  the  matter  that  concerns  the  Committee  is  simply  the  ques- 
tion whether  there  was  any  political  influence  or  pressure  brought 
to  bear  upon  the  Mercantile  Trust  Company,  directly  or  indirectly, 
to  induce  a  settlement. 

THE  WITNESS :  There  was  not. 

Q.  Will  you  state,  Governor,  whether  you  had  any  information 
with  regard  to  the  introduction  of  a  bill  in  the  Senate  for  the 
purpose  of  repealing  the  charter  of  the  Mercantile  Trust  Company  ? 
A.  I  knew  of  it  at  the  time,  yes,  sir. 

Q.  Who  advised  you  of  it?  A.  I  knew  of  it  before  its  intro- 
duction. 

Q.  Erom  whom  did  you  get  the  information?  A.  Oh,  from 
various  people;  as  to  the  propriety  of  the  introduction  of  such  a 
measure. 

Q.  Did  you  suggest  its  introduction?     A.  No. 

Q.  Did  you  request  its  introduction?  A.  I  saw  no  objections 
to  it. 

Q.  Did  you  state  that  you  saw  no  objection  to  the  introduction 
of  the  measure?     A.  At  the  time  it  was  introduced,  yes,  sir. 

Q.  To  whom?  A.  Oh,  to  anyone  who  asked  me,  I  ha"\je  for- 
gotten. 

Q.  What  were  the  grounds  for  that  action  or  approval?  A. 
Simply  because  the  scandal  incident  to  the  shipbuilding  trust  was 
uppermost  in  the  people's  minds  and  it  was  plain  that  the  Mer- 
cantile Trust  Company  had  been  behind  fifteen  or  sixteen  cor- 
porations, every  one  of  which  had  been  insolvent,  and  I  thought 
it  was  time  that  such  matter  in  this  State  of  New  York  should  be 
stopped. 

Q.  Was  there  any  suggestion  of  an  investigation  as  a  prelim- 
inary step  to  the  introduction  of  such  a  measure?  A.  This  bill 
was  intended  for  an  investigation. 

Q.  The  bill  in  its  form  appears  to  have  provided  simply  for  a 
repeal  of  the  charter  of  the  Mercantile  Trust  Company.     A.  Yes. 

Q.  That  was  the  form  which  you  understood  that  it  took  ?  A. 
Yes. 

Q.  Did  you  have  any  interview  with  Assemblyman  Fish  with 
reference  to  its  introductioiT  in  the  Assembly  ?  A.  I  don't  recol- 
lect that  I  had;  no. 

Q.  Or  vdtb  So-nator  Ambler  with  regard  to  its  introduction  in 
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the  Senate  ?  A.  I  think  my  onjy  interview  with  Senator  Ambler 
was  after  it  had  been  introduced. 

Q.  Do  you  recall  any  members  of  the  Legislature  who  spoke  to 
you  with  regard  to  the  introduction  of  such  a  bill  or  the  propriety 
of  such  a  bill  ?     A.  No,  I  do  not. 

Q.  Had  you  at  the  time  a  suit  pending  against  the  Mercantile 
Trust  Company?     A.  No,  sir. 

Q.  When  was  the  suit  against  the  Mercantile  Trust  Company 
begun?     A.  August,  1904. 

Q.  Did  you  at  the  time  of  the  introduction  of  the  bill  in  the 
Senate  or  Assembly  in  March,  1904,  have  what  you  believed  to 
be  a  claim  against  the  Mercantile  Trust  Company  ?  A.  I  had  sold 
every  dollar's  worth  of  my  holdings  in  the  United  States  Ship- 
building Company  on  March  9,  1904. 

Q.  How  did  you  sell  them?  A.  By  public  auction  in  the  City 
of  New  York. 

Q.  What  did  you  realize  for  them  ?     A.  $48,689. 

Q.  What  was  your  total  investment  ?  A.  My  total  investment 
on  March  11th,  including  interest,  was  $184,171.56. 

Q.  So  that  your  loss  on  the  sale  of  the  bonds  was  how  much? 
A.  My  loss  was  $125,482.56. 

Q.  Did  you  directly,  or  indirectly,  buy  any  bonds  on  the  sale  ? 
A.  I  did  not.  I  never  have  had  any  interest  in  those  bonds  or 
any  other  bonds  connected  with  the  Shipbuilding  Trust  from 
March  9  down  to  the  present  time. 

Q.  Was  this  sale  made  in  anticipation  of  the  commencement 
of  an  action  against  the  Mercantile  Trust  Company?  A.  No,  sir, 
it  was  made  because  I  felt  that  there  would  be  matters  of  legisla- 
tion coming  up  and  I  felt  as  Governor  I  should  not  be  interested 
directly  or  indirectly  in  these  bills. 

Q.  When  did  you  first  contemplate  the  bringing  of  a  suit  against 
the  Mercantile  Trust  Company?     A.  Not  until  August,  1904. 

Q.  Did  you  have  any  interview  with  any  persons  in  the  City 
of  New  York  prior  to  that  time  relative  to  your  claim  and  the 
desire  for  the  settlement  of  itj  A.  I  may  have  had,  I  don't  know, 
T  don't  recollect  any. 

Q.  Did  you  have  any  interview  with  Mr.  Morgan  with  regard 
to  the  matter  ?     A.  No. 

Q.  Or  with  Mr.  Schwab  ?     A.  I  did  with  Mr.  Schwab,  yes. 

Q.  When  was  that  ?     A.  I  don't  recollect  the  time. 

Q.  Was  that  in  the  spring  of  1904?  A.  No,  I  think  it  was 
before  that. 

Q.  Before  the  spring  ?     A.  Yes. 
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Q.  After  you  had  invested  and  after  the  unfortunate  result 
of  the  investment  had  become  apparent?  A.  After  the  company 
was  in  the  hands  of  a  receiver. 

Q.  Did  you  make  any  statement  to  anybody  in  the  City  of  ISTew 
York  that  retaliatory  measures  of  any  kind  would  be  taken  ?  A. 
Never. 

Q.  That  any  measures  threatening  the  Mercantile  Trust  Com- 
pany or  anyone  else  would  be  taken,  if  your  claim  was  not  settled? 
A.  Never. 

Q.  Did  you  ever  make  any  such  statements  to  Mr.  Harriman? 
A.  Never. 

Q.  Did  you  ever  have  any  interview  with  Mr.  Harriman  in 
which  it  was  suggested  that  he  should  use  his  influence  to  procure 
a  settlement  of  your  claim  against  the  Mercantile  Trust  Com- 
pany?   A.  No,  sir. 

Q.  Did  you  ever  have  any  interview  with  anyone  else  with  the 
idea  that  it  should  reach  Mr.  Harriman?    A.  No,  sir. 

Q.  Then  I  understand  that  your  testimony  is  that  you  never 
directly  or  indirectly  used  any  threat  to  procure  a  settlement  of 
the  suit?    A.  Yes,  sir. 

Q.  "Was  the  legislation  which  had  been  proposed  by  Senator 
Ambler  in  any  way  a  topic  of  conversation  when  the  settlement  of 
your  suit  came  up?  A.  Never,  except  the- — yes,  when  I  had  a 
talk  with  Mr.  Hyde  he  spoke  of  it  -and  I  told  him  that  no  matter 
what  the  outcome  of  our  settlement  might  be,  whether  I  should 
go  into  the  courts  or  this  case  should  be  settled  by  the  Mercantile 
Trust,  that  there  was  no  fear  of  any  retaliatory  legislation. 

Q.  Did  you  tell  him  that  you  disapproved  of  the  retaliatory 
legislation?    A.  I  do  not,  no  —  that  is  what  I  said  to  him. 

Q.  Had  your  attitude  in  any  way  changed  from  what  it  was  in 
the  spring  or  at  the  time  these  bUls  were  introduced?    A.  No. 

Q.  Had  anything  occurred  to  change  your  mind  as  to  the  pro- 
priety of  the  introduction  of  such  measures?    A.  Yes. 

Q.  What  was  that?  A.  The  fact  that  the  base  calumny  which 
Mr.  Hyde  uttered  here  has  been  circulated  in  the  papers,  and  I 
called  Senator  Ambler  and  said  to  him,  "As  desirable  as  I 
believed  this  legislation  to  be,  I  fear  that  my  unfortunate  con- 
nection with  the  shipbuilding  matter  is  of  such  a  character  that  it 
would  be  better  for  you  to  drop  this  legislation." 

Q.  When  did  that  interview  take  place?  A.  Some  time  duriii-; 
the  session. 
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Q.  Of  1904?    A.  Of  1904. 

Q.  The  bill  was  introduced  on  March  31,  1904,  according  to 
the  records?    A.  I  don't  recollect  that. 

Q.  Do  you  remember  when  the  Legislature  adjourned  that 
year?    A.  I  do  not. 

Q.  Was  it  sometime  in  April?    A.  Perhaps  so,  I  am  not  aware. 

Q.  The  bill  was  on  the  tapis  about  three  weeks  at  the  most? 
A.  On  the  what  ? 

Q.  It  was  in  the  Senate  and  in  the  Assembly?  A.  I  don't  re- 
member. 

Q.  It  would  appear  that  the  date,  as  I  think  I  was  advised  yes- 
terday by  the  Committee,  of  adjournment,  was  about  the  23d  of 
April. 

THE  CHAIRMAlSr:    That  is  our  recollection. 

Q.  April  33,  1904,  and  from  the  record  the  bill  was  introduced 
on  March  31,  1904,  so  we  are  to  understand  that  there  was  some 
criticism  in  that  period  which  led  you  to  have  this  interview  with 
Senator  Ambler?    A.  Yes,  sir. 

Q.  When  was  the  interview  with  Mr.  Hyde  to  which  you 
refer?  A.  Well,  after  the  commencement  of  my  suit,  which 
was  in  August,  1904,  I  think  I  had  better  make  this  statement 
so  as  to  lead  up  to  it,  I  was  waited  upon  by  Mr.  Bainbridge 
Colby  at  the  Fifth  Avenue  Hotel,  who  told  me  that  he  felt  that 
this  scheme  against  the  Mercantile  Trust  was  unjust  and  he 
wished  there  could  be  some  way  in  which  I  could  see  my  way 
clear  to  drop  it  so  far  as  the  Mercantile  Trust  was  concerned. 
I  said  to  him  that  in  my  opinion  the  Mercantile  Trust  had  not 
sufficiently  guarded  my  interests  as  my  trustee  in  delivering 
these  bonds  and  in  also  causing  this  syndicate  undervirriting 
agreement  before  bona  fide  subscriptions  to  the  full  amount 
had  been  made  and  to  that  extent  I  thought  they  were  liable  to  me. 
He  said  that  he  did  not  believe  that  it  was  the  idea  of  the  Mer- 
cantile Trust,  if  they  felt  that  there  was  a  just  claim  against  them, 
to  resist  it,  and  that  he  would  see  Mr.  Lauterbach,  who  was  my 
coimsel,  and  go  over  the  matter  with  him  and  in  the  event  that 
Mr.  Lauterbach  could  satisfy  him  that  such  a  settlement  was 
proper  that  he  would  not  hesitate  to  make  the  suggestion  to  the 
Mercantile  Trust  that  they  settle  with  me. 

He  left  me  and  subsequently  he  saw  Mr.  Lauterbach;  he  in- 
formed me  that  he  had  concluded  that  his  case  was  strong  enough 
to  resist  my  case  in  court,  or  my  claim  in  court.      Subsequently 
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to  tliat  —  this  was  in  September,  this  interview  with  Mr.  Colby  — 
ooraetime  in  October  I  was  in  Mr.  Harriman's  office  when  he 
said  to  me  that  Mr.  Hyde  was  very  anxious  to  settle  this  suit 
which  I  had  against  the  Mercantile  Trust.  I  said  to  him  that 
they  wanted  me  to  drop  the  suit,  or  drop  the  Mercantile  Trust 
as  one  of  the  defendants,  and  I  did  not  see  my  way  clear  to  do 
that.  If  Mr.  Hyde  wants  to  talk  to  me  I  would  be  very  glad  to 
talk  to  him.  He  thereupon  telephoned  Mr.  Hyde  who  came 
dovm  into  Mr.  Harriman's  ofEce  and  Mr.  Hyde  went  off  into  one 
of  the  private  rooms  and  we  talked  over  the  matter.  He  said 
that  this  suit  against  the  Mercantile  'Vrust  was  very  distasteful  to 
him  and  it  was  bringing  odium  upon  the  Equitable  Life.  I  said 
I  was  sorry  that  such  was  the  case,  but  I  felt  that  I  had  a  just 
right  and  just  claim  against  him,  and  I  did  not  see  my  way  clear 
to  do  anything,  except  to  enforce  it.  Mr.  Hyde  then  said  to  me 
that  he  had  been  in  the  habit  of  contributing  to  the  IsTational  — 
or  to  the  campaign  committee,  and  that  he  felt  that  under  my 
administration  as  Chairman  of  the  State  Committee  that  we  were 
not  friendly  and  antagonistic  to  him.  I  stated  to  him  that  so  far 
as  I  knew  anything  about  contributions  by  the  insurance  company, 
that  I  never  had  directly,  nor  indirectly  solicited  a  subscription 
from  the  Equitable  Life  or  any  other  insurance  company  in  the 
State  of  New  York,  or  any  other  place,  during  all  my  connection 
with  politics;  that  if  he  had  done  it,  and  I  understood  he  had, 
through  Senator  Piatt,  made  contributions,  and  that  if  he  did  not 
desire  to  contribute,  I  had  nothing  to  say;  that  my  matter  was 
an  entirely  separate  and  distinct  proposition  from  the  political 
aspect  of  it;  that  I  had  this  claim  and  so  far  as  he  and  I  were 
concerned  there  was  no  reason  why  there  should  be  any  unfriendly 
feeling  between  us ;  if  we  could  not  settle  it,  there  was  only  one 
place  to  settle  it  and  that  was  in  court.  He  then  said,  "  Let  me 
call  in  Mr.  Colby."  Mr.  Colby  came  down  in  a  few  moments  and 
he  reiterated  to  me  what  Mr.  Lauterbach  had  informed  me,  that 
he  saw  no  justice  in  my  claim,  and  then  he  incidentally  stated 
that  he  had  on  his  desk  matters  which  had  been  brought  to  him 
by  some  of  the  defendants  in  this  suit,  and  had  under  advisement 
the  bringing  against  me  of  a  libel  suit  for  certain  statements 
made  by  me  in  my  complaint,  and  allegations  of  fraud.  I  said 
to  him  that  if  that  was  true  I  should  have  to  stand  it,  as  one  of  the 
incidents  of  the  suit,  and  I  had  nothing  to  say  about  that.  We 
parted  without  any  settlement. 
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In  November  after  the  election  I  met  Mr.  Hyde  and  Mr. 
Colby  in  tbe  Metropolitan  Club  by  appointment  and  we  talked 
over  the  matter,  and  Mr.  Colby  —  or  Mr.  Hyde,  said  he  was 
anxious  to  settle  the  matter  and  would  meet  me  half  way.  I  said 
in  that  event  we  could  undoubtedly  settle.  He  asked  me  what 
my.  loss  was  and  I  told  him.  Mr.  Colby,  I  think,  then  said, 
"  Well  you  sold  your  bonds  at  a  very  low  figure."  I  said,  "  Yes,  I 
did,  because  I  did  not  want  to  have  any  connection  with  them 
during  my  term  as  Governor."  That  it  was  unfortunate  that  that 
was  the  case,  and  the  only  thing  I  could  do  in  the  way  of  righting 
it  was  to  sell  them.  He  says,  "  Those  bonds  are  now  selling  for 
a  much  higher  figure."  I  said,  "  Yes."  He  said,  "  I  don't  be- 
lieve that  you  want  to  charge  the  Mercantile  I  rust  Company  or 
any  of  these  defendants  for  this  sentiment  which  caused  you  this 
loss."  I  said,  "  Perhaps  you  are  right  upon  that  score,  and  we 
will  waive  that."  Then  there  came  an  offer  of  settlement,  I  think 
—  now,  I  think  it  was  sixty-seven  thousand  five  hundred  dollars, 
from  Mr.  Hyde,  or  Mr.  Colby,  the  offer  was  made.  They  were 
both  there.  And  I  asked  seventy-five  thousand  dollars.  We  did 
not  reach  any  conclusion.  We  parted,  and  subsequently  to  that 
I  was  notified  by  Mr.  Colby  that  my  case  —  that  they  had  agreed 
to  take  my  offer  of  seventy-five  thousand  dollars,  and  some  two  or 
three  or  four  weeks  afterwards  they  sent  me  a  check  for  seventy- 
five  thousand  dollars.  The  settlement  of  the  suit  was  made  by  an 
assignment  of  all  my  claim,  as  I  understand,  to  the  Mercantile 
Trust  Company,  with  the  understanding  that  the  suit  was  not  to 
be  dropped,  but  was  to  be  carried  along. 

Q.  At  what  stage  in  these  proceedings  was  the  matter  of  re- 
taliatory legislation  mentioned  by  Mr.  Hyde?  A.  At  the  first 
interview. 

Q.  And  what  did  he  say  in  regard  to  it  ?  A.  I  think  he  said 
that  this  bill  had  been  introduced,  and  I  said  yes  it  has  been,  and 
that  it  had  been  stopped  by  me,  and  there  was  no  fear,  no  matter 
what  the  outcome  of  the  settlement  may  be  —  there  would  be  no 
fear  of  any  retaliatory  legislation. 

Q.  Did  you  have  any  interview  during  the  fall  other  than  the 
one  you  have,  mentioned  with  Mr.  Harriman  ?  A.  Oh,  yes  fre- 
quently. 

Q.  I  mean  with  regard  to  this  matter  ?     A.  ISTo no  •  I  did 
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not  bother  Mr.  Ilaif  Iman  with  my  business.  Mr.  Harriman  and 
I  are  social  friends  and  I  have  no  business  relations  with  him. 

Q.  Did  any  one  accompany  Mr.  Hyde  in  that  first  interview  ? 
A.  No,  sir. 

Q.  That  he  had  with  you  ?     A.  No,  sir. 

Q.  Had  you  any  previous  acquaintance  with  him?  A.  Yes, 
sir. 

Q.  Had  you  known  him  for  a  considerable  time?  A.  Oh,  for 
three  or  four  years. 

Q.  At  all  well?     A.  No. 

Q.  Did  anything  come  up  in  the  course  of  this  interview  with 
regard  to  his  appointment  as  ambassador  ?     A.  No,  sir. 

Q.  Did  you  in  any  way  intercede  on  his  behalf  for  the  appoint- 
ment ?     A.  I  did,  I  wrote  a  letter. 

Q.  At  whose  request  ?  A.  I  am  not  certain,  but  I  think  at  the 
request  of  Mr.  Mclntyre. 

Q.  Had  that  any  relation  to  the  matter  of  this  settlement  ?  A. 
Not  the  slightest. 

BY  THE  CHAIEMAN: 

Q.  When  was  the  letter  written,  Governor  Odell  ?  A.  Before 
the  settlement. 

BY  MR.  HUGHES : 

Q.  How  long  before?  A.  I  could  not  tell  you,  two  or  three 
weeks,  probably;  I  won't  be  positive  about  it,  but  my  impression 
is  it  was  before  the  settlement. 

Q.  You  have  said  that  you  told  Mr.  Hyde  that  there  would  be 
no  such  legislation  as  suggested  by  the  Ambler  Bill  ?  A.  In  my 
opinion. 

Q.  How  could  you  control  that  ?    A.  I  could  not. 

Q.  How  could  you  in  any  way  promise  him  '  ^munity  from 
action  of  that  kind  on  the  part  of  members  of  the  Legislature  i 
A.  Only  from  my  knowledge  and  experience  in  the  legislature. 

THE  CHAIRMAN:  I  don't  think  you  got  the  Governor's 
answer ;  he  had  told  him  that,  "  in  my  opinion." 

Q.  That  was  from  your  familiarity  with  the  situation  ?  A, 
Yes. 
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Q.  Had  you  discussed  it  with  members  of  the  Legislature  %  A. 
Subsequent  or  before? 

Q.  At  either  time?     A.  Before;  not  subsequent. 

Q.  Before,  so  that  you  were  able  to  judge  what  the  sentiment 
was  on  that  question?     A.  Yes. 

Q.  Did  you  tell  him  that  you  would  use  your  influence  against 
the  introduction  or  passage  of  such  a  measure?     A.  No,  sir. 

Q.  You  were  then  simply  expressing  your  individual  opinion  on 
the  subject?     A.  That  is  all. 

Q.  Without  suggesting  any  control  you  might  have  of  the  situ- 
ation?    A.  ISTo,  sir. 

Q.  We  have  had  mentioned  in  the  course  of  your  testimony  the 
subject  of  contributions  for  political  purposes.  You  have  stated  that 
you  never  solicited  any  from  any  insurance  company  Were  any 
ever  made  to  you  voluntarily  ?     A.  No,  sir. 

Q.  So  far  as  you  know  haA'e  you  ever  received  any  from  any  in- 
surance company?     A.  They  may  have  come. 

Q.  Have  you  any  means  of  knowing  whether  or  not  you  did? 
A.  Only  from  testimony  here  and  from  other  reasons  —  yes. 

Q.  Did  any  ever  come  to  you  direct  ?     A.  No,  sir. 

Q.  Did  any  ever  come  to  you  indirectly  ?     A.  Possibly. 

Q.  Through  whom?  A.  Through  the  National  Committee  and 
through  Senator  Piatt. 

Q.  What  relation  had  Senator  Piatt  to  the  matter?  A.  He 
always  gathered  all  the  funds  together  ever  since  I  have  been  con- 
nected with  Eopublican  politics  exciepting  the  last  year. 

Q.  Considerable  evidence  has  been  introduced  here  with  refer- 
ence to  the  efforts  made  by  insurance  companies  to  prevent  legisla- 
tion which  they  deemed  inimical  to  their  interest.  Did  you  ever 
become  conversant  with  any  such  efforts  on  their  part  ?     A.  No. 

Q.  Did  you  ever  know  of  Andrew  C.  Fields'  activity  in  that 
direction?     A.  No,  sir,  only  by  hearsay. 

Q.  Or  Andrew  Hamilton?     A.  No,  sir,  I  don't  know  him. 

Q.  Were  ever  any  moneys  placed  in  your  hands  directly  or  in- 
directly for  political  purposes  or  otherwise  with  reference  to  in- 
fluencing legislation?     A.  No,  sir. 

Q.  Or  preventing  legislation?     A.  No,  sir. 

Q.  Governor,  when  was  this  suit  settled  or  rather,  what  state 
had  the  suit  reached  against  the  Mercantile  Trust  Company  when 
it  was  settled?  Was  it  on  the  trial  calendar?  A.  I  could  not 
tell  you  that,  I  don't  know. 
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Q.  Mr.  Lauterbach  lias  suggested  to  me  that  it  was  on  the  trial 
calendar.     A.  I  am  not  familiar  with  that. 

Q.  And  wanted  me  to  bring  out  the  fact  that  it  was  about 
to  be  reached  for  trial.  A.  Yes,  I  think  that  v/as  the  case  and 
my  suit,  I  would  like  to  say,  is  not  the  only  suit  that  has  been 
settled.  Mr.  Untermyer  settled  his  suits,  Mr.  Kavanaugh  set- 
tled his  suits  and  Mrs.  Wood  settled  her  suits  subsequently.  Mr. 
Untermyer  prior  to  mine,  Mr.  Kavanaugh  prior  to  mine,  Mrs. 
Wood  subsequently.  I  felt  that  notwithstanding  anything  I  may 
have  been  in  the  political  or  social  or  business  world  that  my  claim 
was  so  just  for  swindle  and  fraud  that  I  could  have  gone  before 
any  court  and  got  a  great  deal  more  than  I  did  from  the  Mer- 
cantile Trust. 

Q.  Of  course  you  will  understand,  Governor,  how  impossible 
it  is  for  us  here  to  try  out  the  merits  of  the  claim,  or  deal  with 
other  cases;  we  are  simply  interested  in  this  because  of  evidence 
produced  that  definite  threats  were  made  that  legislation  would 
bo  used  to  attack  the  Mercantile  Trust.  A.  There  is  no  truth  in 
that  statement,  so  help  me  God. 

Q.  You  have  made  that  most  emphatically.  Kow,  then,  with 
regard  to  the  reasons  which  actuated  you  originally  in  approving 
the  introduction  of  the  Ambler  Bill,  you  mentioned  a  number 
of  other  transactions  or  a  number  of  reasons.  I  understand  that 
the  whole  subject  was  subsequently  dropped  within  two  or  three 
weeks — the  whole  matter  of  the  Mercantile  Trust  Company  so  far 
as  legislation  was  concerned  ?     A.  Yes. 

Q.  Did  you  suggest  that  to  Mr.  Ambler  without  reference  to 
any  other  reasons  except  the  fact  that  this  criticism  had  arisen? 
A.  I  think  I  did — yes. 

Q.  ISTow,  you  have  said  that  Mr.  Hyde  made  some  suggestion 
of  political  contributions  having  been  made  from  time  to  time 
Ly  the  Equitable  as  I  assume:  Did  he  give  any  further  particulars 
as  to  what  they  were  ?     A.  No. 

Q.  Did  he  refer  to  any  particular  time  when  they  had  been 
made?     A.  JSTothing  excepting  that  they  had  always  done  it. 

Q.  Did  he  refer  to  contributions  to  state  campaign  purposes? 
A.  I  so  understood. 

Q.  But  he  entered  into  no  particulars  then  ?     A.  ISTo, 

Q.  There  is  just  one  point  I  would  like  to  have  the  record  as 
precise  as  possible  upon,  and  that  is  this:  What  was  said  to  you 
before  the  introduction  of  the  Ambler  Bill  or  said  by  you  that 
had  any  connection  with  the  introduction  of  that  measure?  A. 
Why,  I  had  previous  to  the  introduction  of  that  bill  brought  the 
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whole  shipbuilding  case  before  Mr.  Jerome,  the  District  Attorney 
of  New  York. 

BY  THE  CHAIRMAN": 

Q.  Mr.  Jerome  you  said?  A.  Mr.  Jerome,  yes,  sir,  and  sug^ 
gested  that  he  had  better  look  into  it  and  see  whether  there  was 
anything  in  oonnection  with  the  scandal  that  should  not  be  inves- 
tigated by  his  oiBce.  He  had  the  case  for  some  time  and  he  said 
to  me  after — oh,  several  weeks,  that  he  had  gone  into  it  very 
carefully  and  came  to  the  conclusion  there  were  no  grounds  for 
criminal  prosecution.  In  the  meantime  the  concerns  like  the 
Fire  Engine  Company  or  the  Whiting  Paper  Company  and  the 
American  Bicycle  Trust  and  some  fourteen  or  fifteen  others  had 
been  mentioned  as  having  been  either  projected  by  Alexander  & 
Green,  and  presumably  with  the  approval  and  support  of  the 
Mercantile  Trust,  all  of  which  had  been  failures,  and  it  was  sug- 
gested that  something  ought  to  be  done  to  stop  that,  and  in  talk- 
ing over  the  matter  in  conferences  with  people  dropping  in,  it 
was  decided  that  if  that  bill  would  bring  before  the  Committee 
the  officials  of  the  Mercantile  Trust,  that  some  legislation  and 
some  remedial  legislation  might  be  formulated  which  would 
prevent  the  unloading  upon  the  public  of  these  securities  and 
many  others  which  I  have  mentioned.  In  the  meantime  the  papers 
had  entirely  different  and  antagonistic  views  to  that — whether 
they  had  been  inspired  or  not  I  don't  know  — -but  there  was  more 
or  less  talk  about  being  a  measure  to  get  even  with  somebody,  and 
then  when  Senator  Ambler  camu  in  to  me  and  talked  to  me  about 
it  I  said  to  him.  that,  under  the  circumstances,  I  thought  he  better 
let  the  whole  thing  drop. 

Q.  You  say  it  was  suggested  that  something  of  this  sort  should 
be  done.  Whose  suggestion  was  that?  A.  Well,  I  think  I  was 
about  as  largely  instrumental  in  that  suggestion  as  anyone. 

Q.  You  have  said  it  was  decided  in  those  conferences  —  were 
those  conferences  with  members  of  the  Legislature?  A.  I  don't 
know  that  you  could  call  them  conferences;  people  dropped  in 
and  talked — members  of  the  Legislature  —  I  don't  recall  '  i«t 
who  they  were. 

Q.  And  whose  decision  was  it  to  which  you  referred?  A.  That 
I  cannot  tell;  mine  as  much  as  anyone  else,  I  should  say. 

Q.  Was  there  any  other  legislation  suggested  or  proposed 
except  the  bill  to  repeal  the  charter?    A.  No. 
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IsLJX.  UNTERMYER:  Before  Governor  Odell  leaves  tlie 
stand  I  desire  to  renew  my  request  on  behalf  of  Mr.  Hyde  for  the 
privilege  of  putting  questions  to  Governor  Odell  by  way  of  cross- 
examination. 

THE  CHAIRMAN:  You  may  suggest  to  Mr.  Hughes  whatever 
you  wish. 

MR.  UNTERMYER:  I  also  desire  to  suggest  to  the  Com- 
mittee if  I  may  that  they  call  Mr.  Bainbridge  Colby  and  Mr. 
Schwab. 

THE  CHAIRMAIST:  You  may  make  those  suggestions  to  our 
counsel,  Mr.  Untermyer. 

MR.  inSTTERMYER:  I  understand  the  Committee  declines 
to  allow  cross-examination. 

THE  CHAIRMAN:  You  may  make  any  suggestions  you 
wish  to  Mr.  Hughes. 

MR.  UNTERMYER:  Do  I  understand  the  Committee  de- 
clines to  permit  cross-examination? 

THE  CHAIRMAN:  The  Committee  does  decline  to  permit 
anyone  to  cross-examine  witnesses. 

MR.  UNTERMYER:  The  Committee  has  travelled  entirely 
outside  the  inquiry 

MR.  HUGHES:  I  object  to  this, 

THE  CHAIRMAN:  I  want  to  say,  if  you  will  kindly  make 
your  suggestions  to  Mr.  Hughes  privately  I  will  be  glad  to  have 
you  do  so. 

MR.  UNTERMYER:  I  do  not  believe  any  cross-examina- 
tion can  be  conducted  in  that  way. 

THE  CHAIRMAN:  Mr.  Untermyer,  we  prefer  to  have  you 
make  those  suggestions  to  Mr.  Hughes. 

MR.  UNTERMYER:  I  understand  the  Chairman's  prefer- 
ence and  I  understand  the  Chairman's  ruling.  Either  counsel 
is  here  with  some  rights  or  without  rights. 

THE  CHAIRMAN:  "We  do  not  desire  to  discuss  the  matter 
with  you. 

76 
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ME.  mSTTEEMYER:    I  understand  at  the  beginning  of  the 
examination  it  was  stated  people  would  have  the  privilege  of  cotin- 


THE  CHAIEMAlSr:  Very  well,  Mr.  Untermyer;  we  will  re- 
fuse to  hear  you. 

ME.  UNTEEMYEE:  Then  counsel  are  not  hers  witli  rny 
rights. 

BY.  ME.  HUGHES: 

Q.  I  will  ask  you  one  or  two  quc?tions  I  am  requested  to  ask: 
Did  you  have  any  interview  with  Mr.  Charles  M.  Schwab  relating 
to  the  settlement  of  your  claim?    A-   Ye?. 

Q.  Did  you  make  any  statement  or  suggestion  to  Mr.  Schwab 
as  to  any  action  that  would  be  taken  against  him  or  against  any  in- 
stitution if  the  claim  were  not  settled?  A.  No,  sir.  I  did  say  to 
Mr.  Schwab  that  I  thought  it  was  a  case  for  criminal  prosecution. 
1  think  Mr.  Brackett  was  tliere  and  said  about  the  same  thing. 

Q.  Did  you  say  anything  further  to  Mr.  Schwab  beyond  that? 
\.  ISTow,  let  me  understand  what  you  are  driving  at.  Do  you  mean 
as  to  my  official  position,  any  retaliatory  legislation? 

Q.  In  any  way,  did  you  make  any  statement  to  him  as  to  any 
sevio;is  consequences  that  would  follow  if  there  were  no  settle- 
ment? A.  I  do  not  recall  that  I  did  except  as  to  criminal  prosecu- 
tion— ves. 

Q.  Do  you  know  as  a  matter  of  fact  within  your  knowledge 
that  any  suit  against  the  Mercantile  Trust  Company  was  settled 
]irior  to  the  time  your  suit  was  settled?  A.  Yes,  I  think  I  do;  Mr. 
TCavanagh  at  Saratoga  was  settled. 

Q.  Mr.  Untermyer  desires  me  to  ask  whether  you  know  whether 
tliat  was  settled  by  the  Mercantile  Trust  Company?  A.  Oh,  no. 
T  don't  know  who  it  was  settled  by. 

Q.  Do  you  know  of  your  own  knowledge  that  any  other  jfuits 

A.  I  don't  know  of  my  own  knowledge  that  this  was  settled 

by  the  Mercantile  Trust  Company — my  suit. 

EASTUS  S.  EAISrSOM,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 
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BY  ME.  HUGHES: 

Q.  Judge  Eansom,  you  are  an  attorney  of  the  Bar  of  the  Su- 
preme Court  of  this  State  and  have  been  such  for  how  many  years? 

A.  I  was  admitted  in  1863  and  began  ac'tive  practice  in  1870. 

Q.  You  are  counsel  for  George  H.  Squire,  formerly  connected 
with  the  Equitable  Assurance  Society?    A.  I  am. 

Q.  How  long  have  you  been  counsel  for  Mr.  Squire?  A.  Since 
the  early  summer  of  this  year. 

Q.  What  is  his  physical  condition?    A.  He  is  a  very  sick  man. 

Q.  Is  he  able  to  come  here  and  testify?    A.  He  is  not. 

Q.  How  recently  have  you  seen  him?  A.  Saw  him  last  even- 
ing. 

Q.  Did  you  acquaint  him  with  the  testimony  that  was  given 
yesterday  as  to  the  purchase  by  the  Equitable  Life  Assurance  So- 
ciety on  March  16,  1901,  of  two  thousand  shares  of  the  Lawyers' 
Title  Insurance  Company  stock,  and  the  sale  to  him  two  days  later 
of  eleven  hundred  of  those  shares  at  the.  same  price  at  which  they 
were  obtained,  to  wit,  174?    A.  I  did. 

Q.  What  did  he  state  to  you  with  regard  to  the  matter?  A. 
His  statements  to  me  are  reduced  to  writing.  I  have  given  you 
a  copy  of  it. 

Q.  Is  this  the  statement  (showing  witness  paper)?    A.  Yes. 

Q.  Do  you  believe  that  to  be  a  correct  version  of  the  facts? 
A.  I  believe  that  to  be  a  correct  version  of  the  facts,  because  I 
have  entire  confidence  in  Mr.  Squire's  integrity;  I  have  no  per- 
sonal doubt  of  his  honesty  and  of  the  accuracy  of  the  statement. 
I  ought  to  say  —  I  think  I  ought  to  say  right  here,  although  not 
quite  responsive  to  the  question  that  it  is  a  great  regret  to  me  as 
his  friend  and  counsel,  and  to  his  friends,  and  to  himself,  that  it 
is  not  possible  for  him  to  attend  here  and  give  this  testimony  Tn 
person. 

Q.  It  would  be  an  accommodation  to  the  Committee,  Judge 
Hansom,  if  you  could  procure  from  Mr.  Squire  a  full  explanation 
of  the  George  H.  Squire  Trustee  Account,  and  of  the  other  mat- 
ters which  you  heard  discussed  yesterday,  in  which  he  was  inter- 
ested. Do  you  think  you  can  do  that?  A.  So  far  as  the  Trustee 
Account  is  concerned,  I  can  give  yow  now  his  explanation,  which 
he  has  repeated  to  me  a  great  many  times,  until  I  understand 
what  he  would  say  here,  I  believe  it  as  he  has  told  it  to  me. 

MK.  HUGHES :  Before  we  come  to  that  I  will  introduce  the 
paper  that  you  have  given  me  explanatory  of  the  Lawyers'  Title 
Insurance  Company  matters. 
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BY  ME.  ROGERS : 

Q.  May  I  ask  if  Mr.  Sqnire  is  sick  in  bed?  A.  Yes,  and  no. 
He  lost  his  leg  about  a  year  ago,  had  it  taken  off  close  to  his  body : 
he  is  a  man  about  sixty-five  years  of  age;  that  shocked  his  health, 
and  then,  supplemented  or  followed  by  the  trouble  in  the  Equ*- 
table,  has  reduced  him  practically  to  a  helpless  condition. 

RY  MR.  HUGHES : 

Q.  Now,  it  seems  to  me,  Judge  Ransom,  that  we  should  take 
Mr.  Squire's  deposition  and  arrange  for  the  attendance  of  one  or 
more  members  of  the  Committee  for  that  purpose.  That  is  feas- 
ible, is  it  not?  A.  I  think  so,  I  suggested  that  course  to  ]\lr. 
Fleming  some  time  ago,  and  at  your  request  Mr.  Fleming  had  an 
interview  with  Mr.  Squire  at  his  residence.  I  have  to  say  in  that 
regard  that  it  would  not  be  advisable  for  Mr.  Squire  to  stand  any 
very  long  examination  —  that  examination  probably  would,  if  it 
was  going  to  cover  a  wide  range,  and  occupy  two  or  three  hours 
of  his  time — he  could  not  eudure  it;  but  he  could  stand  an  exam- 
ination of  thirty  or  forty  minutes  at  a  time,  I  think. 

MR.  HUGHES :  On  that  understanding  that  the  Committee 
will  have  an  opportunity  in  that  manner  to,  take  his  testimony,  I 
will  introduce  this  paper  relating  to  the  two  thousand  shares  of 
the  Lawyers'  Title  Insurance  Company  stock. 

(Paper  marked  Exhibit  'No.  378.) 

BY  MR.  HUGHES : 

This  particular  statement  of  course,  with  regard  to  his  action  in 
connection  with  the  stock,  I  suppose  Avould  be  admissible,  and  on 
a  certain  theory  as  an  admission,  but  in  any  event  we  desire  to 
examine  Mr.  Squire,  and  will  have  that  opportunity?  A.  I  might 
say  Mr.  Squire  requested  me  to  give  you  this  information  which 
is  contained  on  that  paper. 

Q.  In  this  paper  I  see  the  Lawyers'  Title  Company  is  de- 
scribed as  the  Lawyers'  Title  Company — does  that  mean  the 
Lawyers'  Title  Insurance  Company?    A.  Yes. 
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Q.  I  see  in  two  places  a  question  mark  opposite  a  name.  Why 
is  that  question  mark  placed  there  ?  A.  Mr.  Squire  told  me  that 
all  his  papers,  his  private  papers,  both  ofScial  and  private  papers, 
personal  private  papers,  were  at  the  Equitable  Building,  left  there 
when  we  went  home  that  night  and  was  told  by  his  doctor  he  must 
have  his  leg  taken  off  the  next  day.  I  think  he  has  never  been 
to  that  building  since,  so  that  he  was  speaking  to  me  from 
memory,  and  the  question  marks  against  the  names  on  this  paper, 
were  put  there  by  me  at  his  request  because  of  his  doubt,  some 
doubt  in  his  mind  that  that  gentleman  received  the  stock  and  took 
the  action  indicated  on  that  paper. 

MK.  HUGHES :  It  would  seem  to  me  in  view  of  that  doubt 
it  would  be  preferable  to  omit  the  name  until  the  matter  has 
been  settled,  so  that  the  name  of  a  man  might  not  be  introduced 
unwarrantably. 

THE  WITNESS:  I  think  so.  This  paper  was  prepared  for 
your  eye. 

ME.  HUGHES :  With  your  permission  I  will  omit  the  names 
where  he  is  in  doubt  and  read  blanks  instead. 

Mr.  Hughes  then  read  Exhibit  ~No.  378,  just  referred  to. 

THE  CHAIRMAE":  Mr.  Hughes,  does  that  account  for  the 
eleven  hundred  shares? 

THE  WITNESS :  No,  I  will  say  Mr.  Squire  told  me  when 
that  paper  was  written  by  me  last  evening  that  the  other  one 
hundred  shares,  making  the  eleven  hundred,  he  could  not  remem- 
ber who  got  it,  but,  that  it  was,  he  thought,  delivered  to  some 
other  person  a  few  days  after  this  distribution. 

BY  ME.  HUGHES: 

Q.  Someone  connected  with  the  Equitable  Life  ?  A.  That  was 
my  understanding.    He  could  not  remember  who  it  was. 

Q.  Did  he  explain  to  you  any  basis  upon  which  the  shares  ob- 
tained at  174,  and  which  very  soon  after  were  worth  about  double 
that  in  the  market,  should  have  been  distributed  among  the  offi- 
cers of  the  Equitable  Life  ?  A.  He  did  not  explain — I  asked  liiiu 
— ^perhaps  I  ought  not  to  go  into  that  subject  without  liis  consent 
— -although.  I  think  that  it  was  his  wish — I  know  it  is  mine— - 
that  there  should  be  no  facts  suppressed;  he  is  entirely  williiii; 
and  always  has  been,  and  I  think  he  always  will  be,  to  give  any 
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information  to  this  Committee  or  to  any  other  person  or  persons 
having  authority  to  take  it,  of  his  relations  to  this  Equitable  Com- 
pany. I  asked  him  that  question  in  substance,  and  he  said  thaS 
it  had  never  been  intended  that  the  Society  should  become  the 
real  owner  and  purchaser  of  this  block  of  stock;  that  that  com- 
pany was  limping  along  in  its  business,  the  stock  was  fluctuating, 
sometimes  higher  and  sometimes  lower,  and  Mr.  Hartley  was 
very  much  opposed  to  buying  any  of  this  stock ;  and  he  gave  mo 
the  reason  that  Mr.  Hartley  stated  for  his  opposition  to  buying 
this  stock,  namely,  that  Mr.  Hartley  had  an  interest  in  a  rival 
company,  but  finally  consented  that  the  Equitable  should  become 
purchaser  of  the  thousand  shares — or  two  thousand  shares,  shoulJ 
purchase  the  whole  two  thousand  in  its  name,  but  it  was  not  ex- 
pected or  understood  that  the  Equitable  would  be  the  owner  of 
but  the  nine  hundred  shares,  and  the  plan  as  it  was  made  in  the 
first  place — ^I  said,  "Mr.  Squire,  will  you  tell  me  wJiy  you  gentle- 
men who  propose  to  invest  your  own  money  in  this  «tock — ^^.vhich 
you  had  a  perfect  right  to  do  —  why  didn't  you  invest  this  money 
directly  and  not  invest  the  money  of  the  Equitable  and  take  the 
stock  in  the  way  you  did?  "  "  Well,"  he  says,  "  I  don't  know,  I 
can't  remember;  I  don't  know."  I  want  to  say  that  if  he  had 
been  strong  and  vigorous  in  his  health  he  probably  could  have 
told  me,  but  he  was  very  sick.  This  was  the  latter  part  of  iny 
interview  with  him,  and  it  was  about  time  for  me  to  leave  him. 
That  was  at  all  events  his  answer,  and  I  have  no  doubt  of  the 
truth  of  his  answer  as  it  was  stated  at  that  time.  When  we  take 
the  man  perhaps  fresh,  if  we  can  have  his  private  papers  which 
are  in  the  custody  of  the  Equitable  Society  so  as  to  refresh  his 
re'-  'lection,  he  might  give  a  complete  answer  to  that  question, 
and  I  know  he  would  if  he  had  the  memory  and  the  aid  to  his 
memory,  that  his  papers  would  give  him. 

Q.  Did  you  learn  whether  this  was  an  increase  of  stock  by 
the  Lawyers'  Title  Insurance  Company?    A.  He  told  me  that. 

Q.  Did  you  learn  whether  these  three  thousand  shares  were 
the  proportion  of  the  increase  to  which  the  Equitable  was  en- 
titled?   A.  I  am  not  willing  to  answer  that  because 

Q.  I  don't  want  to  embarrass  you  by  any  question  which  you 
as  counsel  for  Mr.  Squire  think  you  should  not  answer.  A.  I  am 
only  hesitating  because  I  do  not  recollect.  I  do  not  want  to  com- 
mit Mr.  Squire  unless  I  am  positive. 
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Q.  Certainly  not.  Did  you  ask  him  whether  market  vahio  of 
Lawyers'  Title  Insurance  Company  stock  did  not  go  over  tliree 
hundred  dollars  within  three  months  from  this  time?  A.  I  did 
not  ask  him.  I  simply  stated  the  fact  to  him  that  the  stock  at 
174  became  worth  over  300  very  shortly  thereafter. 

Q.  Now,  if  you  feel  at  liberty,  in  view  of  your  relation  to 
!Mr.  Squire  to  give  us  any  information  about  the  George  II. 
Squire  trustee  account,  we  should  be  glad  to  hear  it?  A.  The 
information  I  had  in  regard  to  that  was  communicated  in  my 
hearing  and  in  my  presence  to  Mi'.  Fleming,  your  associate,  by 
Mr.  Squire.  I  had  heard  it  from  him  before,  and  he  has  talked 
to  me  about  it  since.  My  recollection  of  what  Mr.  Squire  said 
about  it  was  in  substance  this,  and  these  are  almost  his  words. 
One  day  Mr.  Alexander,  the  president,  came  to  me  aiad  asked  me 
if  T  would  have  any  objection  to  a  fund  being  in  mj  name  as 
trustee;  that  large  institutions  such  as  ours  very  often  or  some- 
times —  and  which  expression  I  don't  recall  —  find  it  important 
and  necessary  to  have  a  fund  which  does  not  figure  upon  its  gen- 
eral books,  and  will  you  consent  that  a  fund  be  transferred  to  your 
name  of  that  character  as  trustee.  Mr.  Squire  said  he  would.  T 
had  asked  him  "  Why  did  yo\i  do  that  without  further  inquiry?  " 
"  Why,"  he  said,  "  whatever  the  president  asked  me  to  do  in  con- 
nection with  the  affairs  of  the  company  I  did  it  in  faith  that  it 
was  correct  and  right." 

Q.To  what  president  did  he  refer.  A.  Pi-esideiit  Alex- 
ander. He  said  the  fund  was  transferred  to  his  name  r,s  trustee. 
He  knew  nothing  of  its  origin  or  did  not  Imow  the  purpose  of 
it  and  he  never  knew.  That  he  drew  according  to  his  recollection 
two  checks  on  that  fund  at  the  request  alwaj's  of  Mr.  Jordan;  one 
was  a  check  of  one  hundred  thousand  dollars  tliat  he  remembered; 
the  other  check  he  was  not  certain  about,  but  he  thought  it  was 
for  about  forty  thousand  dollars,  tbat  is  my  recollection,  forty 
thousand  dollars,  and  he  could  not  remember  whether  there  v^-ere 
any  other  checks  or  not  for  sure.  He  said  that  he  did  not  kjiow 
and  was  not  told  what  those  checks  were  for,  he  simply  drew  the 
checks  because  he  was  asked  to  do  it  in  his  capacity  as  a  simple 
representative  of  that  fund  which  was  kept  in  his  name. 

MK.  HUGHES:  Now,  Judge,  it  seoms  to  the  Committee 
from  your  statement  that  the  examination  of  Mr.  Squire  should 
be  had  at  as  early  a  date  as  possible,  and  he  can  be  interro- 
gated  in    regard    to    these    matters    and    such    information    as 
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the  committee  has  at  its  command,  without  being  under  the 
limitations  which  naturally  affect  your  testimony  as  counsel. 
We  are  obliged  to  you  for  the  aid  which  you  have  given  us. 

Senator  Depew  will  you  take  the  stand. 

CHAUNCEY  M.  DEPEW,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Senator  Depew,  you  have  been  for  many  years  connected 
with  the  Equitable  Life  Assurance  Society?     A.  Since  1877. 

Q.  In  what  capacity?    A.  As  a  director  in  1877. 

Q.  Have  you  ever  been  an  officer  of  the  Society?  A.  I  have 
been  one  of  its  counsel. 

Q.  As  director  you  have  served  on  the  Executive  Committee 
of  the  Society?    A.  I  have. 

Q.  Were  you  regular  in  your  attendance  at  the  meetings  of 
the  Committee  ?     A.  Quite  regular. 

Q.  Were  you  conversant  with  the  methods  employed  in  the 
administration  of  the  Society's  affairs  ?  A.  I  was,  its  general 
methods. 

Q.  We  have  had  information  here  from  time  to  time  of  the 
existence  of  accounts  in  the  names  of  George  H.  Squire,  trus- 
tee, Marcellus  Hartley,  trustee,  J.  W.  Alexander  ISTo.  3  ac- 
count or  the  Alexander  &  Jordan  account.  Were  you  conver- 
sant with  the  existence  of  those  accounts  ?    A.  I  was  not. 

Q.  The  first  information  that  you  had  had  of  those  is  in  the 
course  of  these  proceedings  or  since  the  troubles  arose?  A.  Since 
the  troubles  arose. 

Q.  Did  you  have  information  from  time  to  time  of  con- 
tributions made  to  the  Equitable  Life  Assurance  Society  for 
campaign  purposes,  political  purposes?  A.  In  a  general  way. 
I  never  was  consulted  as  to  whether  they  should  be  made,  all 
that  I  know  about  them  is  the  general  conversations  on  the  sub- 
ject afterwards. 

Q.  Did  you  know  that  fifty  thousand  dollars  was  contributed 
in  1904?  A.  I  did  not.  I  had  a  general  idea  that  there  was 
a  contribution  but  I  did  not  know  the  amount  nor  by  whom  nor 
to  whom. 
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Q.  Do  you  know  whetlier  or  not  a  contribution  was  made  by 
the  Equitable  in  1896  ?     A.  That  I  don't  know. 

Q.  For  the  ISfational  campaign  ?  A.  That  I  don't  know,  sir. 
I  presume  there  was,  but  I  don't  know. 

Q.  You  know  nothing  of  the  particulars?    A.  'No,  sir. 

Q.  You  never  yourself  brought  about  the  making  of  such  a 
contribution?     A.  I  never  did  and  never  received 

Q.  Did  you  ever  advise  that  any  should  be  made  ?     A.  No. 

Q.  What  is  your  view  as  to  the  propriety  of  such  contribu- 
tion? A.  I  hope  that  both  the  State  and  ISTational  Legislators 
will  pass  laws  prohibiting  corporations  from  making  them. 

Q.  Are  there  special  reasons  in  your  judgment  applicable  to 
insurance  corporations  ?  A.  Yes,  applicable  to  them  and  all 
corporations. 

Q.  And  what  are  the  reasons  specially  applicable  to  insur- 
ance companies  in  your  judgment?  A.  Well,  I  do  not  think — 
while  of  course  it  is  difficult  to  state  what  are  the  reasons  that 
inspire  such  contributions,  they  have  been  stated  with  great 
liberality  upon  the  stand  by  officers  of  insurance  companies 
who  have  testified I  think  at  the  time  that  those  contribu- 
tions were  made  the  great  body  of  the  directors  of  the  com- 
pany were  in  sympathy  with  the  contributions,  and  thought 
that  they  were  protective  of  the  best  interests  of  the  insured. 
I  think  that  a  fuller  thought  on  that  subject  occasioned  by  the 
testimony  that  has  been  given  here  and  a  public  discussion  of 
the  question,  has  changed  the  minds  of  almost  everybody  as  to 
the  propriety  of  insurance  companies  especially  making  such  con- 
tributions and  the  propriety  of  any  such  contributions  being  made 
by  any  corporation.  Such  coutributions,  of  course,  are  made  for 
two  reasons,  one  is  protection  of  the  best  interests  of  the  Society, 
and  the  other  is — well,  I  think  that  is  the  only  one,  protection  of 
the  best  interests  of  the  Society. 

Q.  Did  it  ever  come  to  your  attention  that  other  insurance  com- 
panies aside  from  the  Equitable  were  making  such  contributions? 
A.  That  was  commonly  known,  it  was  common  rumor. 

Q.  Common  rumor,  but  did  you  ever  have  any  personal  knowl- 
edge of  such  practices?     A.  No,  sir;  I  did  not. 

Q.  Did  you  have  any  information  as  to  whether  contributions 
Avere  made  by  the  Equitable  to  both  political  parties?  A.  I  have 
no  information  on  that. 
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Q.  Or  contributions  for  State  purposes  as  well  as  national? 
A.  I  am  not  informed  on  that. 

Q.  Are  you  informed  as  to  any  contributions  made  by  the  Equi- 
table for  local  purposes?  A.  I  am  not  informed  on  that.  I  have 
never  been  consulted,  and  never  heard  of  that. 

Q.  Or  for  the  election  of  candidates  for  judicial  office?  A. 
No,  I  never  heard  of  that. 

Q.  You  never  knew  of  the  use  of  any  such  account  as  I  have 
mentioned  for  the  purpose  of  providing  funds  for  such  purposes-? 
A.  No,  I  have  not. 

Q.  We  have  had  our  attention  directed  to  the  syndicate  opera- 
tions of  the  Equitable  or  of  officers  of  the  Equitable  under  various 
names.  Did  you  know  of  the  receiving  of  allotments  by  James  H. 
Hyde  and  associates?  A.  I  will  tell  you  all  I  know  on  that  whole 
subject. 

Q.  Yes,  Ave  would  be  very  glad  if  you  would.  A.  The  first  I 
knew  of  syndicate  matters  was  a  statement  made  one  day  in  the 
Executive  Committee  by  Mr.  Squire,  who  was  the  financial  man- 
ager of  the  company;  that  was  at  the  time  when  syndicates  were 
becoming  very  common;  they  had  been  very  common,  but  I  knew 
little  about  them,  because  I  had  very  little  to  do  with  syndicates 
in  my  life;  that  he  thought  it  wise  for  the  Equitable  to  take  part 
in  these  syndicates  which  were  being  offered  by  various  banking 
houses;  that  they  were  safe,  or  reasonably,  or  sufficiently  safe  for 
life  insurance  companies  to  take  a  participation.  He  thought  that 
the  participation,  of  course,  should  be  limited,  becatise  there  al- 
ways was  a  certain  ri,  k  in  regard  to  them,  although  it  might  be 
quite  sm^all,  but  he  thought  that  the  directors  and  officers  of  the 
Society  should  participate  in  the  surplus  over  what  was  the  best 
judgment  of  the  officers  and  directors  and  the  Executive  Com- 
mittee, was  the  amount  that  the  company  should  take.  That  such 
participation  after  the  company  had  taken  all  that  the  best  thought 
of  the  Committee  was  that  it  should  take  as  to  the  amount,  Avould 
be  a  greater  assurance  of  an  active  interest  of  those  who  were  re- 
sponsible for  investments  in  the  care  of  the  syndicate  operations, 
and  of  the  investment  in  the  syndicate.  A  discussion  was  had,  and 
in  an  informal  way,  and  that  general  view  was  adopted  by  such 
level-headed  men  as  the  late  Marcellus  Hartley  and  others  on  the 
Committee. 

The  first  one  that  I  remember  having  anything  to  do  with  was 
the  C,  B.  &  Q.,  in  regard  to  which  there  has  been  a  great  deal 
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of  testimony  here.  Mr.  Squire  undertook  to  manage  that  for 
the  Equitable  and  also  for  those  who  participated  according  to 
the  amount  which  they  chose  to  subscribe  or  to  take.  I  never 
knew  anything  about  the  management  of  tliat  C,  B.  &  Q.  partici- 
pation after  that.  It  was  conducted  entirely  by  Mr.  Squire  as 
the  manager,  and  when  it  was  settled  I  was  in  Europe  and  vmtil 
the  testimony  given  here  I  did  not  know  that  the  money  was 
borrowed  from  the  Equitable  Trust  Company — the  Equitable  Life 
Assurance  Society,  and  subsequently  paid  back  with  four  per 
cent,  interest.  I  expected  that  I  would  be  called  upon  to  pay  ray 
contribution,  which  I  was  amply  able  to  do,  and  wanted  to  do, 
and  I  am  free  to  say,  if  I  had  known  that  the  money  had  been 
borrowed  from  the  Equitable,  I  woiild  not  have  participated  in 
that  loan. 

In  regard  to  all  the  others  where  the  money  was  to  be  advanced, 
]  advanced  the  money  as  called  upon  by  the  managers  of  the  syn- 
dicate itself. 

I  have  here  a  list  of  all  in  which  I  participated,  and  the  results. 
I  had  one  hundred  thousand  dollars  in  the  C,  B.  &  Q.,  where 
there  was  a  profit  of  $1,545.89.  I  will  state  that  after  this  had 
been  going  on,  that  I  regarded,  I  will  say  that  after  my  first  ex- 
perience, except  that  I  do  not  want  to  disavow  any  responsibility, 
or  plead  any  limitation  upon  my  responsibility,  I  will  say,  how- 
ever, that  I  came  to  the  conclusion  that  for  an  individual  a  syndi- 
cate was  a  mighty  poor  investment.  I  am  a  very  busy  man  a.ud 
have  very  many  representations  in  very  many  lines,  and  to  risk 
one  himdred  thousand  dollars  to  get  one  and  one-half  per  cent,  on 
it,  with  your  money  tied  up,  and  the  care  and  anxiety  about  it, 
one  and  one-half  to  two  per  cent,  seemed  to  me  to  be  a  poor  in- 
vestment, and  I  stopped  it  as  soon  as  I  could.  Of  course,  there 
was  a  sort  of  an  association  of  helping  matters  along,  which  car- 
ried me  where  my  own  judgment  would  not.  have  carried  me,  for 
the  pui-pose  of  making  money. 

The  Pennsylvania  coal  purchase,  one  hundred  thousand  dollars, 
was  one  hundred  shares  of  the  preferred  stock,  which  I  sold  at  70. 

Union  Pacific  first  lien,  ten  years,  one  hundred  thousand  dollars, 
there  was  a  profit  of  $3,218.40. 

The  Oregon  Short  Line,  I  have  no  recollection  about  that,  nor 
how  it  was  settled,  nor  how  I  was  assigned,  or  anything,  but  I 
find  that  a  profit  was  paid  into  my  account  of  $1,564.89. 

The  Pittsburg  &  Toledo,  I  objected  to  going  into  that,  but 
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finally  was  overpersiiaded,  and  I  sold  it  out  at  a  profit  as  near  as 
1  can  estimate  it  of  about  eight  thousand  dollars. 

That  made  a  profit  in  the  four  years  of  $21,391.18. 

Then  I  was  put  into  the  International  Mercantile  Marine  for 
one  hundred  thousand  dollars,  so  that  there  was  a  loss  there  of 
twenty  thousand  dollars,  so  that  the  net  result  of  my  four  years' 
traveling  with  these  syndicates  was  two  hundred  thousand  dollars 
of  money  tied  up  most  of  the  time  and  one  hundred  thousand  dol- 
lars still  tied  up,  developed  a  net  profit  of  $1,319.16. 

I  was  then  assigned  in  the  Union  Pacific  first  4's  a  participation 
in  the  bond  purchase  of  five  hundred  thousand  dollars.  That  large 
amount  was  given  to  me  by  General  Fitzgerald,  through  Kuhn, 
Loeb  &  Co.  because  I  had  been  one  of  the  reorganization  com- 
pany in  the  Union  Pacific.  The  success  of  that  reorganization 
made  this  syndicate  a  success  from  the  start  and  it  was  plain  that 
there  were  no  risks  at  all.  The  company,  as  was  shown  by  the  tes- 
timony took  a  very  large  interest  and  subsequently  they  wanted  a 
larger  interest  and  so  I  let  them  have  mine,  the  five  hundred  thou- 
sand dollars  which  I  had.  On  that  there  was  a  profit  to  the  Equi- 
table of  about  fifty .  thousand  dollars. 

Q.  Of  whicli  you  had  no  share?    A.  None  whatever. 

Q.  And  when  was  that?  A.  That  was  in  1898,  I  think,  yes, 
I  have  no  share  in  the  profit  at  all.  The  matter  was  wholly  my 
own  and  did  not  come  from  the  Equitable,  nor  through  them  in 
any  way. 

Q.  How  did  these  participations  come  to  you?  Did  they 
come  at  all  through  General  Fitzgerald  and  associates,  or 
George  H.  Squire  and  associates,  or  James  H.  Hyde  and 
associates?  A.  They  came  to  me  through  George  H.  Squire 
or  James  H.  Hyde.  I  do  not  remember  any  participation  com- 
ing from  General  Fitzgerald,  but  this  one. 

Q.  The  Oregon  Short  Line,  is  that  the  same  one  which  was 
referred  to  by  the  Frick  Committee?  A.  That  I  don't  know. 
I  did  not  know  until  I  made  a  most  rigid  inquiry  that  I  was  a 
participator. 

Q.  Last  fall.  Well,  apparently  your  name  is  not  mentiont^d  in 
Mr.  Hyde's  communication  to  the  Frick  Committee,  set  forth  in 
this  report.  A.  Well,  maybe  I  was  not  in  it.  That  I  cannot  tell. 
I  wanted  to  include  everything,  and  a  suggestion  was  made  to 
me  that  possibly  I  was  in  it,  and  that  that  was  the  profit,  and  so  I 
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put  it  down  but  I  have  no  recollection  of  it  at  all.  If  it  is  not  in 
the  Frick  report  I  don't  think  I  was  in  it. 

Q.  Don't  you  know  — —  A.  If  I  was  not  in  it,  then  my  con- 
nection with  the  syndicate  lost  me  about  two  hundred  dollars. 

Q.  How  do  you  get  information  upon  the  matters,  from  your 
records,  or  secretary  ?  A.  No,  I  made  a  general  inquiry  to  see 
everywhere  where  I  could,  and  I  found  that  while  I  had  no  records 
of  my  own  that  I  was  in  it  or  participated  in  it,  I  doubt  if  I  did. 

Q.  On  what  basis,  so  far  as  you  know,  did  Mr.  Hyde  or  any- 
one else  make  division  of  the  allotment  to  James  H.  Hyde  and 
associates  ?     A.  That  I  don't  know. 

Q.  ^Yas  there  any  consideration  of  the  matter  by  the  Executive 
Committee  as  to  what  proportion  of  the  total  allotment  the  Equi- 
table should  take  ?  A.  Always  —  there  was  first,  how  much  the 
Equitable  should  take,  what  would  be  a  prudent  amount  for  the 
Equitable  to  take. 

Q.  Take  for  example,  the  Oregon  Short  Line,  that  has  just 
been  mentioned,  October,  1904;  apparently,  the  Equitable  got  no 
participation  in  that  syndicate.  Was  there  any  reason  for  that? 
xV.  I  say  I  know  nothing  about  that  syndicate  at  all. 

Q.  And  similarly  in  the  P.  C.  0.  &  St.  Louis  last  September, 
where  there  was  a  fair  profit,  the  Equitable  got  no  participation. 
A..  I  know  nothing  about  that. 

Q.  And  in  a  number  of  cases  it  would  seem  that  while  the  sub- 
sidiary companies  of  the  Equitable,  and  officers  of  the  Equitable 
had  participations,  the  Equitable  itself  had  none.  A.  I  know 
nothing  • 

Q.  Is  there  any  explanation  about  that?  A.  I  know  nothing 
about  those,  because  I  never  had  any  conversations  about  these 
syndicates  with  either  of  these  syndicate'  managers. 

Q.  I  am  not  speaking  now  of  the  allotment  by  the  syndicate 
managers  but  of  the  division  of  the  allotment  which  was  made 
by  James  H.  Hyde  and  associates  through,  I  suppose,  Mr.  Hyde, 
Mr.  Alexander  and  Mr.  Mclntyre  and  some  one.  A.  On  that  I 
am  not  able  to  give  any  information  whatever. 

Q.  Were  any  efforts  made  by  the  Executive  Committee  to  see 
to  it  that  the  Equitable  got  such  a  distribution  as  in  the  judgment 
of  the  Executive  Committee  it  could  safely  take  ?     A.  Yes,  sir. 

Q.  What  were  those  efforts  ?  A.  Where  the  matter  was  brought 
to  the  attention  of  the  Executive  Committee  thai  a  participation 
cciuld  be  had  in  any  syndicate,  the  Executive  Committee  imme- 
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diately  took  up  the  question  of  how  much  they  would  take  if  they 
took  any. 

Q.  But  as  far  as  you  were  aware  it  was  not  brought  to  the  at- 
tention of  the  Equitable  in  any  of  these  cases  ?  A.  So  far  as  I  am 
aware  none  of  these  you  mention  were  brought  to  the  attention  of 
the  Executive  Committee. 

Q.  Now,  will  you  please  state  what  the  Executive  Committee 
did  with  respect  to  the  division  of  the  participation  of  the  C, 

B.  &  Q.  syndicate.  First  I  may  remind  you  of  what  has  al- 
ready appeared  in  evidence  here,  that  there  was  an  allotment 
by  J.  P.  Morgan  &  Company  through  the  Equitable  of  $1,500,- 
000,  and  that  was  divided  so  that  the  Equitable  retained  five 
hundred  thousand,  and  the  others  including  several  officers  of 
the  Equitable  took  the  residue,  your  participation  being  one 
hundred  thousand.  Now,  will  jou  kindly  state  just  what  action 
the  Executive  Committee  took  on  that  matter?  A.  I  cannot 
recollect. 

MK.  HUGHES:  Have  we  the  minutes  of  the  Executive  Com- 
mittee here? 

MK.  WINTHEOP:  What  was  the  date?  We  have  the 
minutes  here. 

THE  WITNESS:  I  would  like  to  see  the  minutes,  Mr.  Win- 
throp.     I  cannot  remember. 

MK.  HUGHES:  The  date  is  about  May,  1901.  I  have  not 
the  date  of  any  minute  of  the  committee. 

(Book  produced  by  Mr.  Winthrop.) 

Q.  I  am  informed  by  the  officers  of  the  Equitable  that  at 
this  time  or  about  May,  1901,  the  transactions  were  recorded 
by  the  Executive  Committee  in  very  brief  form,  and  I  under- 
stand that  this  matter  is  not  mentioned  specifically  in  the.  minutes. 

MK.  WINTHROP:  No,  .sir. 

Q.  Are  you  able  to  state  that  there  was  any  action  taken  bv 
the  Executive  Committee  as  to  the  division  of  this  allotment  or 

C,  B.  &  Q.  participation  ?    A.  I  am  not. 
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Q.  Can  you  state  whether  there  was  any  reason  for  the  Equi- 
table Society  not  assuming  the  risk  of  the  entire  $1,500,000 
allotted  to  it  by  Mr.  Morgan  in  that  matter?  A.  No,  I  cannot, 
unless  in  the  discussion  the  judgTnent  of  the  committee,  which 
was  largely  governed  by  Mr.  Hartley  and  Mr.  Wheeloek  and 
Mr.  Squire,  who  were  conversant  and  familiar  with  it,  and  gave 
a  great  deal  of  attention  to  such  matters,  that  five  hundred  thou- 
sand dollars  was  all  they  should  take. 

Q.  Do  you  recall  any  such  discussion?     A.  I  do  not. 

Q.  Now,  that  the  matter  has  been  brought  to  your  attention,  do 
you  know  of  any  reason  then  existing  why  the  Equitable  should 
not  have  taken  the  entire  allotment?  A.  None  other  than  I 
have  just  stated. 

Q.  So  far  as  you  are  at  present  advised,  was  there  any  sub- 
stantial risk  in  connection  with  the  C,  B.  &  Q.  purchase  syndi- 
cate? A.  No  more  substantial  risk  than  there  is  in  every  syndi- 
cate. 

Q.  Of  course,  there  is  a  theoretical  risk,  there  is  a  legal  risk 
in  every  syndicate.  A.  Yes,  there  is  a  legal  risk  and  real  risk 
in  every  syndicate,  otherwise  they  would  not  have  the  syndicate. 

Q.  Yes.  A.  A  banking  house  wishes  to  float  the  bonds  of  a 
corporation.  Before  they  assume  the  flotation  of  it,  which  they 
usually  do  by  assuming  the  entire  bond  purchase  themselves,  they 
wish  to  be  secured.  If  they  felt  that  they  were  absolutely  secured, 
and  the  thing  was  absolutely  safe,  they  wovild  not  ask  any  par- 
ticipation, they  would  make  the  profits  themselves.  So  that  in 
such  cases  the  bond  house  goes  to  different  corporations  and 
individuals  and  asks  them  to  participate  in  certain  amounts,  they 
assuming  a  certain  amount  which  is  a  fractional  part  of  the  whole, 
where  it  is  a  fifty  million  dollar  loan  or  something  of  that  sort, 
a  fractional  part  of  it.  Now,  these  syndicators  who  sign  this 
paper  hold  themselves  liable  to  take  up  the  bonds  in  case  the 
public  do  not  take  them,  no  matter  what  the  loss  may  be  or  the 
depreciation,  so  that  all  parties  to  the  transaction  contemplate  the 
possibility  of  a  loss,  which  amounts  to  a  risk.  The  International 
Mercantile  Marine  is  a  lucid  illustration  on  that  subject.  When 
that  was  floated  it  was  thought  on  this  side  and  on  the  other  that 
it  was  one  of  the  most  choice  opportunities  that  had  been  offered 
to  the  public  as  a  participation  without  risk,  and  that  was  the 
belief  of  J.  P.  Morgan  &  Company,  who  put  it  out,  and  the 
reasons  which  were  assigned  for  the  public  who  were  invited  to 
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participate  in  tliat  syndicate  were  such  as  convinced  the  best 
financial  judgment  of  Great  Britain  and  of  the  United  States. 
But  conditions  arose  which  were  wholly  unexpected,  of  a  rate 
war  between  the  steamship  compaivies,  of  an  alarm  on  the  part 
of  the  British  Government  which  led  them  to  substantially  sub- 
sidize the  English  lines,  and  the  consumption  by  the  United  States 
of  almost  the  entire  of  its  product,  limiting  the  amount  which 
had  been  calculated  as  the  exports  abroad.  And  these  considera- 
\hms  led  to  the  International  Mercantile  Marine  falling  behind 
the  profits  which  were  expected,  and  to  the  syndicate  holders 
finding  themselves  liable,  if  they  tried  to  sell  their  holdingSj/.for 
a  loss  of  twenty  per  cent,  at  least,  and  there  was  no  market  at  all. 

jSTow,  conditions  have  changed  again.  We  have  in  the  country 
the  most  phenomenal  crop  that  the  country  has  ever  had.  The 
conditions  in  Europe  are  such  that  it  looks  as  if  there  would  be 
for  the  first  time  in  three  years  an  unusual  export  of  grain  to  the 
other  side.  The  relations  betwen  the  rival  companies  have  be- 
come in  a  measure  harmonized,  so  that  now  there  is  an  apparent 
prospect   of  the   syndicate  holders  recovering  their   loss. 

Xow,  that  story  indicates  that  every  man  who  signs  a  syndi- 
cate signs  it  with  at  least  a  chance  in  his  own  mind  that  he  may 
lose  on  the  transaction. 

Q.  Before  going  back  to  the  C,  B.  &  Q.  syndicate,  I  should 
lilie  to  ask  whether  the  Equitable  Life  was  offered  a  participation 
in  the  Interational  Mercantile  Marine  syndicate?  A.  Not  that 
I  know  of. 

Q.  And  the  Executive  Committee  did  not  make  an  eilort  to 
procure  a  participation  in  that?     A.  ISTo. 

Q.  Was  the  matter  discussed  as  to  the  advisability  or,  rather, 
desirability,  of  such  participation  on  the  part  of  the  Society? 
A.  I  liave  a  vague  recollection  that  it  was,  and  that  it  was  de- 
cided that  the  Company  would  not  take  a  participation  in  indus- 
trials.    That  they  would  confine 

Q.  Xow,  recurring  to  the  C,  B.  &  Q.  you  recall  that  the  So- 
ciety invested  heavily  in  the  securities  floated  by  that  syndicate 
at  a  subsequent  period  ?  A.  I  do  not  recollect  that.  I  know  that 
they  did  from  the  statements,  but  I  do  not  recall  now. 

Q.  It  appears  that  in  the  summer,  that  is,  in  August  and  Sep- 
tember, 1901,  there  were  considerable  purchases,  considerably 
over  a  million  dollars  of  C,  B.  &  Q.,  Northern  Pacific,  Great 
Xorthern  Joint  4's.  Am  I  to  understand  that  those  are  the  secur- 
ities to  which  this  syndicate  pertained?    A.  I  believe  so. 
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Q.  And  that  there  was  something  over  a  million  dollars  of 
these  securities  purchased  by  the  Equitable  Society.  Were  you 
advised  of  those  purchases  at  the  time?  A.  I  don't  recall  now 
anything  about  it. 

Q.  The  securities  were  deemed  to  be  such  that  the  Equitable 
could  properly  invest  in  them?    A.  Oh,  yes. 

Q.  To  an  extent  in  excess  of  the  amount  of  a  million  and 
a  half  of  dollars  which  they  were  originally  offered  of  partici- 
pation in  the  syndicate?  A.  Well,  the  conditions  in  regard  to 
the  C.  B.  &  Q.  and  its  seurities  may  have  improved  in  the 
meanwhile.     That  I  don't  know. 

Q.  Well,  is  that  a  possibility  or  is  it  according  to  your 
recollection  of  the  fact?  A.  Well,  I  think  the  conditions  in 
the  Western  Eaihvay  systems  after  the  completion  of  this  syn- 
dicate advanced  favorably  very  rapidly. 

Q.  I  simply  want  to  get  at  the  actual  facts  of  the  case, 
whether  this  divison  of  the  Equitable's  jiarticipation  Avas 
made  because  the  Equitable  was  afraid  to  take  the  risk  of  so  larRe 
a  participation  or  whether  it  was  deemed  desirable  that  the  offi- 
cers and  others  should  share  in  it  ?  A.  I  am  qiiite  sure  the  reason 
was  that  the  amount  of  the  Equitable's  participation  was  thought 
sufficient  for  it  to  take. 

Q.  And  so  far  as  you  yourself  are  acquainted  with  the  matter 
you  did  not  know  that  the  Equitable  was  putting  up  all  the 
money?    A.  I  knew  nothing  about  it. 

Q.  Until  a  subsequent  period?    A.  ISTot  until  this  testimony. 

Q.  Not  until  this  testimony?    A.  No. 

Q.  When  you  got  your  share  of  the  profits  from  Mr.  Squire, 
you  were  advised  of  it  were  you  not?  A.  I  -was  not  because  I 
was  in  Europe  at  the  time,  and  I  think  the  amount  was  paid  into 
my  account  and  I  really  never  heard  of  the  C.  B.  &  Q.  participa- 
tion after  the  original  distribution. 

Q.  In  what  cases.  Senator  were  you  called  upon  for  money  in 
connection  with  these  syndicates  which  you  have  mentioned?  A. 
Well,  in  Pennsylvania  Coal  Purchase  I  have  forgotten,  but  I  put 
up  the  amount  that  was  called  for.  I  did  the  same  in  the  Union 
Pacific  first  lien.  In  the  Pittsburg  Toledo,  I  put  up  the  whole 
one  hundred  thousand  dollars.  In  the  International  Mercantile 
Marine  the  whole  one  hundred  thousand  dollars.  I  do  not  recall 
exactly,  but  whatever  calls  were  made  I  paid  them.  The  Oregoii 
Short  Line  I  will  eliminate  because  I  think  it  is  doubtful  if  I  was 
in  it. 
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Q.  Do  you  recall  whether,  as  a  matter  of  fact  there  was  any 
discussion  in  the  Executive  Committee  as  to  the  extent  of  the 
Society's  participation  in  the  Pennsylvania  Coal  Purchase  Syndi- 
cate?   A.  I  think  there  was. 

Q.  Was  the  limitation  of  the  Equitahle's  participation  due  to 
any  fear  of  the  results  of  that  syndicate?  A.  I  think  the  limita- 
tion was  due  to  the  judgment  of  the  Committee,  as  to  the  amount 
which  the  Equitable  should  take. 

Q.  Based  upon  any  fear  of  the  results?  A.  Based  upon  the 
fact  that  the  Equitable  should  take  no  greater  risk  than  that 
amount. 

Q.  It  has  appeared.  Senator,  in  the  testimony  before  Superin- 
tendent Hendricks,  in  his  report,  that  you  have  for  some  years 
been  retained  as  counsel  for  the  Equitable?    A.  That  is  true. 

Q.  Will  you  be  good  enough  to  state  what  services  you  have 
rendered  as  counsel?  A.  I  can  add  but  little  to  the  testimony 
which  I  gave. 

Q.  You  have  answered  before  Superintendent  Hendricks,  but 
if  you  desire  to  amplify  that,  or  say  anything  more  specific,  we 
should  be  very  glad  to  have  it.  A.  All  right,  Mr.  Hughes.  I  be- 
came a  director  of  the  Equitable  in  1877.  Mr.  Hyde  was  accus- 
tomed to  consult  me  at  my  house  in  the  evening  and  in  the  early 
morning  upon  matters  constantly.  He  wanted  a  fuller  important 
for  my — to  call  upon  me  —  than  would  be  justified  by  any  rela- 
tions I  had  with  the  society.  I  came  in  this  close  contact  with  Mr. 
Hyde  as  the  executive  officer,  because  of  a  revolution  which  took 
place  in  life  insurance,  largely  through  the  instrumentality  of  Mr. 
Hyde.  I  may  say  here,  that  notwithstanding  what  has  been  said 
about  him,  that  Mr.  Hyde  was  one  of  the  most  extraordinary  orig- 
inal geniuses  in  his  line  that  I  have  ever  met.  He  had  a  most  cre- 
ative mind,  and  I  have  met  all  the  men  in  an  intimate  way,  wlio 
have  been  instrumental  in  the  develojanient  of  the  company  dur- 
ing my  time.  The  life  insurance  companies  were  put  to  it  for 
investments  in  the  one  way,  the  older  ones  and  the  younger 
ones  too,  and  the  younger  ones  were  being  driven  to  the  wall 
because  of  bad  investments.  Mr.  Hyde,  if  I  recollect  right, 
because  he  consulted  me  about  those  things,  invented  Avhat 
is  known  as  the  Tontine,  or  deferred  premium  plan.  He  did 
it  for  the  purpose  of  securing  a  large  surplus  as  a  guarantee 
fund  against  losses,  which  might  occur,  and  were  occurring  all 
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the  while  from  these  unfortunate  investments,  and  which  drove 
a  great  many  life  insurance  companies  to  the  wall,  most  of  them 
in  fact  of  his  period. 

He  discovered  that  this  plan  appealed  to  the  American  public, 
it  appealed  to  that  particular  faculty  of  the  American  mind  the 
chance  or  opportunity  to  make  more  than  would  legitimately  come 
from  the  business  if  the  ones  in  the  Tontine  period  could  hold  out 
while  the  others  dropped  out.  It  was  found  that  the  true  plan 
being  presented  to  the  public  that  ninety  to  ninety-five  per  cent, 
would  take  the  plan  where  there  was  the  belief  on  the  part  of  the 
participant  that  he  could  hold  out  and  that  a  majority  of  the  others 
might  not  be  able  to,  and  therefore  at  the  termination  of  his  period, 
he  would  be  a  very  large  participant  in  the  result  of  the  effort. 

From  the  moment  that  the  Equitable  entered  into  that  plan  of 
Mr.  Hyde's  their  business  began  to  grow  by  leaps  and  bounds,  and 
the  money  came  in  with  great  rapidity. 

Then  came  at  that  time,  or  during  that  period,  the  life  insurance 
companies  were  restricted  in  their  investments,  but  the  Govern- 
ment paid  off  their  Government  loans,  the  State  paid  off  their 
State  loans,  town  and  county  bonds  were  repudiated  to  the  right 
and  left,  all  over  the  country,  to  the  great  loss  of  the  companies, 
and  the  habit  of  investment  all  through  the  country  in  land,  gi'ow- 
ing  out  of  the  tremendous  depreciation  of  land  owing  to  the  dis- 
turbance in  paper  currency.  So  legislation  Avas  had,  in  what  way 
or  manner  I  do  not  recollect,  but  I  think  Mr.  Hyde  was  largely 
instrumental  in  securing  it,  which  very  much  enlarged  the  field  of 
investment.  The  only  field  that  was  open  was  railroad  bonds  and 
railroad  securities. 

ISTow,  Mr.  Hyde  knew  nothing  on  that  subject  and  the  gentle- 
men who  were  his  advisers  knew  little  or  nothing  on  that  subject. 
I  did  understand  that  question. 

It  was  a  period  when  there  were  combinations  of  railroads  for 
purposes  of  acquiring  territory,  or  purposes  of  antagonism.  There 
were  the  bitterest  controversies  going  on  between  the  railroads  of 
the  coimtry  which  led  to  two-thirds  of  them  going  into  bankruptcy. 
Kailroad  securities  were  fluctuating  to  an  extent  which  is  not  con- 
ceivable now,  when  the  railway  systems  of  the  country  have  settled 
into  solid  conditions. 

Mr.  Hyde  was  constantly  appealing  to  me  with  regard  to  blociksi 
of  securities  which  were  pressed  upon  him  all  the  while  l)y  the 
institutions  or  by  the  bankers  which  had  them  for  sale.     And  lie 
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would  want  to  know  from  me  what  were  good,  what  were  bad, 
what  were  doubtful  and  were  sound.  I  would  take  his  list  and 
apply  to  the  question  my  knowledge  and  the  eage  and  facility  with 
which  I  could  reach  where  knowledge  could  be  made,  and  my  own 
beliefs  as  to  the  systems  which  would  grow,  the  sj'stems  which 
would  bankrupt,  and  in  that  way  I  was  enable  to  prevent  his 
making  investments  where  very  large  amounts  Avould  have  been 
lost,  and  to  making  investments  where  millions  Mcre  made  by 
appreciation  of  securities.  So  that  he  became  in  a  measure  de- 
pendent upon  me,  as  he  thought  —  he  might  probably  have  got 
as  good  advice  anywhere  —  dependent  upon  me  as  he  thought, 
so  wanted  me  to  come  with  the  Equitable  at  a  very  large  com- 
pensation. Of  course,  I  had  other  lines  of  life,  and  I  finally  said 
to  him,  "  I  can  give  you  evenings  and  early  mornings ;  you 
have  a  habit  of  concentrating  what  you  want,  and  if  you  will 
come  to  me  at  those  times  with  your  problems  I  will  solve  them 
as  best  I  can." 

Of  course,  those  problems,  as  is  always  the  case  with  those 
of  the  executives  of  a  great  institution,  are  partly  adminis- 
trative and  partly  legal.  Every  executive  officer  of  a  great 
corporation  is  in  daily  consultaticm  in  some  form  witTi  his 
legal  advisers,  some  for  one  purpose  and  some  for  another, 
and  sometimes  he  had  some  one  to  whom  he  submits  the  con- 
clusions of  his  other  advisers  who  are  giving  their  whole  time 
and  minds  to  the  subject,  like  litigations,  investments  upon  bonds 
and  mortgages,  and  foreclosures,  are  giving  their  whole  time  and 
mind  to  it,  he  submits  his  conclusions  to  this  general  counsel  who 
he  consults.  Wow,  Mr.  Hyde  would  come  to  me  two  or  three 
times  a  week  in  the  evening  or  in  the  early  morning  for  this  pur- 
pose. It  would  cover  the  field  which  I  have  just  explained,  and 
sometime  I  would  discover  that  there  was  a  doubt  about  the  valid- 
ity of  the  bonds  themselves. 

Tten  he  would  come  to  me  if  he  feared  litigation  and  sub- 
mit to  me  in  brief  whether  it  was  a  matter  to  be  litigated  to 
the  extreme  or  whether  it  should  be  compromised.  In  most  cases 
after  looking  at  the  matter  I  was  so  familiar  with  such  questions 
that  it  was  easy  to  me  to  come  to  conclusions,  and  Iwould  outline 
a  course  which  he  would  adopt.  He  would  get  into  difficulties 
with  general  agents  where  there  were  cout'-actual  relations  which 
he  wished  to  close,  and  there  was  no  way  in  which  he  could  do  it, 
and  I  would  outline  to  him  some  policy  by  which  I  thought  \vith 
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his  genius  for  the  business  in  which  he  was  engaged,  he  could 
bring  about  a  favorable  result.  There  was  during  that  period  the 
same  violent,  bitter  antagonism  and  warfare  between  life  insur- 
ance companies  that  there  existed  between  the  railroads,  and  those 
warfares  were  costing  enormous  amounts  of  moneys  in  rebates, 
concessions,  inducing  agents  to  leave  from  one  company  to  another 
and  all  that,  and  he  would  appeal  to  me  when  the  thing  got  too 
strenuous,  and  I  would,  with  my  relations  and  power  and  influence 
which  I  could  possess,  at  times  bring  about  a  harmony  which 
would  save  for  all  the  companies  vast  amounts  of  money. 

These  suggestions  which  I  would  make  in  the  course  of  an 
hour  in  the  evenings  or  in  an  hour  in  the  morning  might  take 
him  a  month  to  carry  out.  Nevertheless  he  generally  followed 
the  lines  of  the  suggestions  as  given.  My  relation  with  him 
was  that  whenever  he  was  ready  to  drop  the  relationship  I  was; 
that  it  was  not  essential  to  my  success  in  life  or  my  income;  that 
while  the  association  was  agreeable  and  remunerative,  yet  it  could 
be  ended  at  any  moment  when  he  desired;  And  several  times  1 
suggested  as  my  own  duties  became  more  onerous  that  I  would 
rather  have  my  eyenings  and  mornings  to  myself  because  I  never 
gave  to  him  the  time  that  belonged  to  other  pursuits,  but  he  always 
strenuously  resisted  it.  And  I  may  say  that  he  lay  dying  for 
about  two  months,  with  heart  disease  when  he  was  liable — when 
the  end  was  liable  to  come  at  any  moment,  and  a  few  days  after — 
his  son  spent  a  large  amount  of  time  with  him,  and  he  was  im- 
buing his  son  during  that  time  with  the  Equitable  spirit  and 
saturating  him  in  the  desire  to  continue  in  his  own  person  the  suc- 
cess which  had  come  through  the  founder  of  the  Society.  A  few 
days  after  the  death  of  the  father  the  son  came  to  me  and  said 
that  one  of  the  dying  instructions  of  his  father  was  that  he  should 
come  to  me,  and  request  that  I  continue  with  the  Society  the  rela- 
tions which  had  existed  for  so  many  years  while  he  was  its  presi- 
dent. Of  course,  Mr.  Alexander  was  conversant  with  these  matters 
and  frequently  himself  consulting  me,  sometimes  after  the  Exec- 
utive Committee  meetings  and  sometimes  coming  to  my  house. 

After  Mr.  Hyde's  death  Mr.  Alexander  would  stop  on  his  Avay 
aowntown  very  often  with  these  memorandums  of  problems  which 
he  had  to  solve,  and  get  my  legal  and  administrative  judgment 
upon  them.  That  is  the  way  the  retainer  and  relationship  began, 
and  that  is  the  way  in  which  it  continued  up  to  the  time  when  I 
resigned  before  I  went  to  Europe  this  summer. 
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Q.  And  the  amount  was  twenty  thousand  dollars  a  year?  A. 
Twenty  thousand  dollars  a  year,  yes,  sir. 

Q.  That  was  for  how  long  a  period?  A.  From  1888  or  1889, 
I  think. 

Q.  During  the  last  three  or  four  years  prior  to  your  resignation 
did  you  render  such  services  ?  A.  Constantly.  Of  course,  I  was 
in  Washington  a  good  deal,  but  I  was  in  frequent  communication 
with  the  president  and  I  was  in  New  York  once  a  week. 

Q.  Did  you  in  the  last  three  or  four  years  perform  any  services 
outside  of  those  which  you  performed  as  a  member  of  the  Execu- 
tive Committee  and  a  member  of  the  Board?  A.  Oh,  yes,  ser- 
vices of  the  kind  which  I  have  outlined,  of  consultation  upon  sub- 
jects which  were  partly  administrative  and  partly  legal,  which 
wo  aid  hardly  be  brought  before  the  Executive  Committee  and 
hardly  be  asked  of  a  member  of  the  Board  who  was  not  a  lawyer. 
I  may  say  it  has  been  the  habit  of  the  Equitable  to  have  its  counsel 
members  of  the  Board;  all  its  counsel  are  members  of  the  Board. 
And  have  been  members  of  the  Board. 

Q.  Did  you  in  the  course  of  your  relations  as  counsel  to  Mr. 
Henry  B.  Hyde  and  Mr.  Alexander  advise  them  in  regard  to  the 
retaining  of  other  counsel  in  specific  matters  ?     A.  I  have,  yes. 

Q.  Did  you  advise  him  with  regard  to  his  retaining  of  counsel 
in  connection  with  legislative  matters?     A.  I  did  not. 

Q.  Did  you  know  of  his  retaining  counsel  in  such  matters  ?  A. 
I  did  not. 

Q.  Did  you  know  of  his  retaining  Mr.  Holden  of  Massachu- 
setts ?     A.  I  did  not. 

Q.  Nor  Mr.  Thummel?  A.  I  did  not.  Never  heard  of  him 
until  this  investigation. 

Q.  Are  you  familiar  with  the  work  which  has  been  under  the 
charge  of  Andrew  C.  Fields  of  Albany  ?     A.  I  am  not  at  all. 

Q.  Did  you  ever  hear  of  his  activity  in  legislative  work?  A. 
Not  until  recently. 

Q.  Or  of  Andrew  Hamilton's  connection  with  such  matters? 
A.  I  knew  of  him  as  counsel  for  the  New  York  Life,  but  did  not 
know  what  his  activities  were. 

Q.  Did  you  know  that  the  Equitable  was  paying  him  money? 
A.  I  did  not. 

Q.  Then  we  are  to  understand  that  in  these  consultations  Mr. 
Hyde  and  Mr.  Alexander  never  consulted  you  with  regard  to 
threatened  legislation?  A.  No,  I  had  nothing  to  do  with  that 
part. 
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Q.  How  much  is  there,  according  to  your  judgment,  in  the 
statement  that  threats  have  been  made  to  blackmail  the  insurance 
companies  in  various  States  and  in  this  State?  A.  I  have  heard 
a  great  deal  of  such  sentiments. 

Q.  Are  yovi  conversant  with  the  nature  of  the  bills  which  have 
been  introduced  from  time  to  time  in  the  Legislatures  of  this 
or  other  States?     A.  No,  I  am  not. 

Q.  So  that  matter  has  not  come  before  you  specifically  ?  A.  It 
has  not  come  specifically  before  me. 

Q.  And  your  advice  has  not  been  asked  ?  A.  Not  been  asked. 
In  litigation  in  other  States  I  have  been  sometimes  asked  as  to 
the  best  counsel,  but  that  was  pvirely  in  litigation.  I  will  give  an 
instance,  in  the  effort  made  by  the  Superintendent  of  Insurance 
of  Wisconsin  to  compel  a  distribution  of  the  surplus. 

Q.  Mr.  Host?     A.  Yes. 

Q.  Within  the  last  year  or  so  ?     A.  Yes. 

Q.  A  series  of  memoranda  sent  by  Mr.  Jordan,  the  Comptroller 
of  the  Equitable,  to  Mr.  A.  C.  Fields,  the  head  of  the  Supply 
Department  of  the  Mutual  Life  Insurance  Company,  who  seems 
to  have  had  the  matter  of  legislation  affecting  insurance  com- 
panies specially  in  charge,  has  been  received.  Did  you  ever  have 
any  interviews  with  Mr.  Jordan  relative  to  these  matters?  A. 
Never. 

Q.  It  would  seem  from  Mr.  Jordan's  memorandum  that  the 
instructions  to  Mr.  Fields  on  behalf  of  the  Equitable,  were  that 
the  Equitable  was  interested  in  all  matters  of  legislation  affecting 
safe  deposit  companies,  banks,  trust  companies,  street  railways, 
franchises,  transportation,  and  so  forth.  Were  you  familiar  with 
any  community  of  interest  between  the  insurance  company  and 
railroad  companies  in  connection  with  matters  of  legislation?  A. 
There  were  none. 

Q.  There  were  none  ?    A.  No. 

Q.  There  was  none  through  Mr.  Fields,  or  anyone  else?  A. 
No.     I  cannot  imagine  what  Mr.  Jordan  refers  to  there. 

Q.  Well,  these  are  very  interesting  memoranda.  A.  I  read 
them  in  the  testimony  yesterday. 

Q.  They  are  most  interesting,  because  of  the  very  wide  scope 
of  the  instructions,  and  the  various  matters  which  were  deemed 
to  be  within  the  cognizance  of  the  insurance  companies,  and  it 
would  seem  to  indicate  that  there  was  such  a  community  of  inter- 
ests.   A.  No,  sir. 
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Q.  You  are  able  to  state  positively  that  there  was  not  ?    A.  T 
will  state  positively  that  there  was  no  community  of  interest  Avha^ 
ever. 

Q.  Then  the  railroad  companies  looked  after  their  affairs  en 
tirely  apart  from  the  insurance  companies?    A.  Absolutely. 

Q.  It  lias  been  suggested  to  coimsel  for  the  Committee  that 
one  method  of  influencing  legislation  in  Albany  was  through  the 
granting  of  railroad  passes  at  the  request  of  members  oi  the  Leg- 
islature for  their  friends.  Have  you  anything  to  say  upon  that 
point.    A.  Nothing. 

Q.  Is  there  any  truth  in  that?  A.  IsTo,  I  do  not  think  there 
is  any  truth  in  it. 

Q.  It  has  been  said  that  there  are  a  large  number,  thousands 
of  such,  granted  by  the  New  York  Central,  is  there  any  truth  in 
that  ?    A.  The  JSTew  York  Central  grants  a  great  many  passes. 

Q.  I  mean  on  requests  of  members  of  the  Legislature.  A. 
Well,  I  don't  know,  they  do  not  come  to  me,  any  such. 

Q.  That  is  not  within  your  knowledge?  A.  That  is  not  within 
my  knowledge. 

Q.  What  I  am  trying  to  come  at  is  this,  is  there  any  connec- 
tion which  is  known  to  you  which  in  any  -way  affects  legislation 
pertainijig  to  insurance  companies,  or  the  interest  in  which  they 
have  any  concern  ?    A.  None  whatever. 

Q.  Your  answer  is  very  broad,  but  lest  it  should  be  claimed 
tliat  my  question  has  not  been  sufiiciently  specific,  I  will  ask  you 
if  YOU  have  ever  supported  any  legislation  on'behalf  of  insurance 
companies,  or  proposed  it?    A.  I  have  not. 

Q.  And  your  retainer  by  the  Equitable  has  not  been  in  any 
part  for  any  siich  service  ?    A.  No. 

Q.  Did  you  know  anything  about  the  introduction  of  this  bill, 
called  the  Ambl-er  Bill,  to  take  away  the  charter  of  the  Mercanule 
Trust  Company?     A.  I  knew  nothing  about  it. 

Q.  Did  you  recommend  the  employment  of  Governor  Hiil  as 
counsel  for  the  company  ?    A.  No,  I  did  not. 

Q.  Did  you  know  of  his  retainer?    A.  I  did. 

Q.  What  was  the  retainer  for  ?  A.  I  don't  remember.  1  Imow 
Mr.  Alexander  told  me  that  he  had  retained  him. 

Q.  Were  these  matters  before  the  Law  Committee,  1  mean  the 
matter  of  retaining  of  counsel  in  the  various  States  or  in  tliis 
State?    A.  I  was  not  on  the  Law  Committee. 

Q.  You  never  served  on  that  Committee  ?    A.  No. 
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Q.  Tke  question  has  been  mooted  somewhat  in  reference  to  a 
loan  made  by  the  Equitable  Life  Assurance  Society  to  the  Depew 
Improvement  Company.  Do  you  desire  to  add  anything  to  what 
you  have  said  before  Superintendent  Hendricks  on  that  subject  ? 
A.  I  will  put  in  evidence  my  letter  to  Paul  Morton,  which  tells  all 
that  is  said  about  it. 

Q.  The  facts  stated  in  this  letter  are  true  to  your  knowledge  ? 
A.  Yes,  sir. 

MK.  HUGHES:  I  offer  this  letter  in  evidence. 

(Paper  marked  Exhibit  No.  379  and  read  by  Mr.  Hughes.) 

THE  WITISTESS:  I  will  state  that  on  the  same  day  the  at- 
torney for  the  reorganization  committee,  Mr.  H.  C  Anderson, 
paid  over  the  amount,  some  $293,000  and  liquidated  the  loan; 
and  I  will  add  subsequently  the  reply  of  the  president  of  the 
company  to  that  letter. 

Q.  Eeference  is  there  made  to  an  appraisal  at  the  time  the 
loan  was  made.  Was  that  an  appraisal  by  Mr.  Bramwell?  A. 
Mr.  Bramwell  made  the  appraisal. 

Q.  Did  anyone  else  appraise  it  but  Mr.  Bramwell?  A.  It 
was  appraised  by  Mr.  Cutter. 

Q.  A  Rochester  or  Buffalo  man?     A.  Yes,  the  Buffalo  man. 

Q.  Reference  is  made  by  Mr.  Bramwell  to  the  desirability  of 
including  the  458  acres  imimproved,  and  not  included  in  the 
mortgage.  Do  you  know  whether  or  not  those  458  acres  were 
included  in  the  mortgage  securing  the  loan?  A.  I  think  they 
were  not.  I  want  to  state,  Mr.  Hughes,  that  my  connection 
Avith  this  company  except  the  purchase  of  one-fifteenth  interest 
which  I  was  induced  to  make  was  perfunctory.  The  company 
was  conducted  entirely  by  its  president,  vice-president  and  gen- 
eral manager.  This  loan,  in  securing  that  —  in  regard  to  the 
secixrities  for  this  loan;  in  regard  to  the  loan  itself,  I  had  noth- 
ing to  do.  The  loan  was  secured  by  an  application,  from  the 
company,  as  I  have  ascertained  since,  made  in  the  usual  form; 
there  was  the  usual  investigation  by  the  company  and  on  that 
the  exe'iutive  committee  thought  that  the  loan  was  a  good  one  and 
it  passed  in  the  regular  course  the  same  as  any  other  loan.  I 
never  advocated  it  or  advised  it  to  Mr.  Hyde  or  to  the  Execu- 
tive Committee. 
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ME.  HUGHES:  I  offer  this  appraisal  in  evidence. 

THE  WITNESS:  My  troubles  began  when  the  real  estate 
boom  collapsed  which  covered  all  Western  ISTew  York,  and  not 
on  that  account,  but  when  I  began  to  work  as  hard  as  ever  I  did 
in  my  life  to  bring  about  conditions  under  which  the  Equitable 
and  all  other  creditors  of  the  company  should  be  paid,  I  began 
at  once  by  assuming  an  obligation  very  much  larger  than  my 
original  investment,  when  there  was  no  more  responsibility  upon 
me  to  assume  it  than  there  was  upon  any  of  the  other  200  stock- 
holders. 

(Appraisal  marked  Exhibit  380.) 

Q.  Is  there  any  foundation  for  the  statement  that  the  regular 
report  of  the  appraisal  of  the  Equitable  in  this  case  was  overruled 
by  the  appraiser  from  Buffalo?  A.  The  appraiser  from  Buffalo 
gave  a  very  much  larger  estimate  of  value. 

Q.  And  did  you  have  anything  to  do  with  the  procuring  of  that 
appraisal?  A.  No,  I  never  heard  of  the  man  until  the  last  two 
years. 

Q.  Did  you  have  anything  to  do  with  the  receiving  or  the  con- 
sideration of  the  appraisal  of  Mr.  Bramwell?  A.  None  what- 
ever. 

Q.  Did  you  have  anything  to  do  with  the  question  whether  the 
loan  should  be  made  upon  the  mortgage  as  it  stood  omitting  the 
450  acres?    A.  None  whatever,  never  was  asked  about  it. 

Q.  Did  you  yourself  pass  upon  the  matter  as  a  member  of  the 
Executive  Committee  ?  A.  No ;  I  merely  sat  there.  I  felt  it  was 
in  my  name  and  the  loan  was  for  a  company  in  which  I  had  an 
interest,  and  I  took  no  part  in  it. 

Q.  Did  you  know  anything  about  the  merits  of  it  at  that  time  ? 
A.  I  had  paid  at  a  rate  that  was  very  much  larger  than  the  ap- 
praisal, a  few  weeks  before. 

Q.  Did  you  give  any  advice  in  regard  to  it?    A.  I  did  not. 

Q.  I  mean  with  regard  to  the  loan,  of  course?     A.  No. 

Mr.  Hughes  then  read  Exhibit  380  in  evidence. 


s 


Q.  This  is  the  Cutter  appraisal,  I  assume,  annexed  to  thi 
(showing  witness  paper)?  A.  I  suppose  so.  I  have  never  so;'ii 
it.  That  Cutter  appraisal  mirst  have  been  secured  by  the  officers 
of  the  company  and  the  general  manager. 
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Q.  Of  the  Depew  Improvement  Company?    A.  Yes. 

MR.  HUGHES :    I  offer  this  appraisal  in  evidence. 

Appraisal  marked  Exhibit  381,  and  read  in.  evidence  by  Mr. 
Hughes. 

BY  ME.  HUGHES: 


Q.  The  appraisal  of  Cutter  —  William  P.  Cutter,  is  dated, 
April  24,  1897,  and  is  an  appraisal  of  $3,000  an  acre  exclusive 
of  improvements.  It  says  "  I  find  that  there  are  about  256  acres 
and  I  would  make  for  them  a  total  valuation  of  $768,000."  Were 
you  connected  with  the  Depew  Improvement  Company  at  its 
organization?    A.  'Not  at  all. 

Q.  When  did  you  become  connected  with  if?  A.  Five  years 
afterwards. 

Q.  Was  it  brought  to  your  attention  in  any  way  in  connection 
with  this  loan,  that  the  advice  of  Mr.  Bramwell  as  to  the  inclusion 
of  the  other  acres  was  not  followed.  A.  It  was  not.  I  did  not 
know  that.  I  will  say  that  from  1S90  to  1893  I  think  there 
was  a  great  boom  in  Buffalo  and  about  Buffalo,  and  there  were 
a  number  of  companies  formed  and  among  them  this  company,  by 
people  in  Buffalo  mainly.  I  did  not  know  that  the  company  had 
been  named  for  me  or  after  me  until  a  stockholder  brought  in  a 
certificate  of  stock  with  my  picture  on  it.  I  then  proposed  to  try 
to  get  out  of  it,  but  "the  gentlemen  who  were  interested  were 
friends  of  mine  and  they  said  a  change  of  name  would  be  disas- 
trous to  an  enterprise  which  was  exceedingly  promising. 

Q.  Did  you  know  anything  about  the  practice  of  making  loans 
by  the  Equitable  at  tlie  end  of  the  year  to  affect  their  cash  balance 
and  statements?     A.  Ts'ever  heard  of  it. 

Q.  Apart  from  this  Depew  Improvement  transaction,  were 
any  loans  ever  made  to  companies  in  which  you  were  interested? 
A.  IS'one,  nor  to  me — none  I  know  of  or  recall. 

Q.  I  show  yon  an  accoimt  purporting  to  be  a  statement — 
handed  us  as  a  statement  of  the  Marcellus  Hartley,  trustee,  account 
and  I  call  attention  to  an  item  under  it  of  February  13,  1902. 
Do  you  know  anything  about  the  item  ?  A.  I  do  not  think  — 
that  must  have  been  a  Joan  in  which  T  had  no  personal  interest. 

Q.  A  loan  in  your  name?  A.  Must  have  been  something  of 
that  sort;  I  had  no  personal  interest;  I  never  received  apy  money 
for  any  loan  to  me  out  of  the  Equitable  Life  Assurance  Society. 
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Q.  If  there  is  any  transaction  on  the  books  in  your  name 
they  are  transactions  where  your  name  was  used  without  your 
having  beneficial  interest?     A.  ISTo  interest  whatever. 

Q.  Do  you- know  what  occasion  there  was  for  the  use  of  your 
name  in  that  way?     A.  I  do  not  recall  now. 

Q.  Mention  was  made  of  your  intervention  in  arranging  for 
higher  salaries  for  the  executive  officers,  president  and  vice- 
president.  Mr.  Hyde  has  testified  that  he  did  not  request  an 
increase  of  salary  from  $75,000  to  $100,000.  Will  you  state 
what  your  recollection  of  the  fact  is?  A.  My  recollection  is 
that  there  was  a  discussion  as  to  an  adjustment  of  salaries  for 
the  two  executive  officers,  with  the  members  of  the  Executive 
Committee.  I  do  not  recall  any  specific  —  any  particular  per- 
son who  originated  the  discussion;  I  think  it  was  a  general  dis- 
cussion; I  cannot  recall  as  to  Mr.  Hyde  or  Mr.  Alexander 
speaking  to  me  on  the  subject,  but  the  more  I  put  my  mind 
on  it  I  think  Mr.  Hyde  did  not  say  anything  to  me,  but  friends 
of  his  did  —  I  could  not  say  what  friends;  I  only  have  a  general 
impression  I  was  spoken  on  the  subject  of  an  increase  of  Mr. 
Hyde's  salary  to  the  same  salary  his  father  received,  and  an 
increase  of  Mr.  Alexander's  salary  to  the  salary  the  president's 
office  had  carried  before  he  was  elected. 

Q.  Then  the  matter  did  not  originate  with  you  —  you  did 
not  at  first  suggest  it  ?  A.  Oh,  no ;  it  did  not  originate  with  me 
at  all. 

Q.  It  was  a  request  made  to  you  ?    A.  A  request  made  to  me. 

Q.  How  did  you  justify  paying  so  large  a  salary  to  a  man 
of  such  limited  experience  as  Mr.  James  H.  Hyde?  A.  Well, 
conditions  at  that  time  were  not  such  as  prevailed  since  the 
general  discussion  or  attention  which  has  been  called  to  these 
matters,  nor  was  the  sentiment  of  the  directors  of  the  Society 
or  those  interested  in  its  welfare  exactly  the  same.  I  had 
known  young  Mr.  Hyde  since  he  was  a  boy  and  had  taken  a 
deep  interest  in  his  welfare  and  advancement.  I  had  watched 
him  carefully  since  he  had  been  connected  with  the  Society  and 
found  that  he  had  much  more  ability  than  —  in  fact  he  was  a 
young  man  of  very  great  ability,  and  I  think  that  has  been 
demonstrated  in  the  testimony  here.  I  found  that  he  was  taking 
a  deep  interest  in  the  affairs  of  the  Society,  and  that  that  interest 
was  a  very  intelligent  one  and  that  he  was  impressing  himself 
upon   the   members    of   the   Executive    Committee   with   whom 
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lie  came  more  froqueiitly  in  contact,  and  especially  with  the  mem- 
bers of  the  Board  and  with  the  financial  men  downtown  as  a  young 
man  who  was  getting  on  very  rapidly  in  the  mission  which  was 
plainly  before  him,  of  becoming  snccessor  of  his  father,  the 
founder  of  the  Society.  lie  was  full  of  ambition  on  that  subject; 
he  was  rendering  valuable  service ;  he  was  doing  a  specially  excel- 
lent service  in  France — the  best  evidence  of  his  ability,  consider- 
ing that  he  had  no  agencies  or  influences  to  push  him  is  that  he 
secured  from  the  French  Government  the  decoration  of  the 
Legion  of  Plonor  —  that  comes  to  a  great  many,  and  subsequently 
a  promotion  in  the  Legion  of  Honor,  which  comes  to  a  very  few. 
At  the  time  it  was  universally  felt  that  the  best  asset  of  the 
Society  was  the  name  of  PTydc.  Henry  B.  Hyde  had  been 
put  foi-ward  in  the  literature  of  the  Society  and  in  the  literature 
of  the  insurance  press  as  the  greatest  life  insurance  man  who 
ever  lived.  After  his  death  the  executives  of  the  rival  com- 
panies virtually  put  the  same  estimate  upon  his  ability  and 
his  work  for  the  Society.  I  felt  that  to  connect  the  young 
man  with  the  Society  in  a  way  which  would  inspire  his  am- 
bitions and  advance  him  more  rapidly  in  his  work  and  thereby 
keep  that  asset  to  the  front  as  one  of  the  best  the  Society  had, 
was  worthy  of  consideration  in  connection  with  other  con- 
siderations which  led  to  my  joining  in  the  recommendation.  I 
knew  that  the  executive  officers  of  the  other  companies  were 
getting  very  large  salaries,  and  that  it  was  the  habit  of  those 
great  companies  to  give  these  large  compensations  and  I  felt 
that  he  was  as  much  entitled  to  it  considering  his  heredity  and 
his  demonstrated  al  dlity,  and  the  work  that  he  was  doing, 
and  the  work  that  he  was  destined  to  do,  quite  as  much 
entitled  to  it  as  those  ofiicers  who  by  common  consent  were 
receiving  those  compensations  in  other  organizations.  There 
was  also  another  consideration  in  my  mind.  He  was  the 
controller  of  the  company;  it  was  a  stock  corporation  and  he 
was  the  controlling  power  in  it.  That  was  an  asset  in  his  estate 
out  of  which  he  was  getting  $3, .500  a  year.  At  that  time 
there  were  tremendous  offers  being  made  to  him  —  I  don't  know 
whether  they  had  reached  the  point  of  being  made  to  him  as 
yet  —  I  know  they  were  formulating  to  get  control  of  that  stock 
at  figures  which  would  put  him  much  more  than  $100,000  a 
year.  I  felt  it  was  essential  to  the  best  interests  of  the  Society 
that  he  should  be  placed  beyond  the  temptation  of  making  that 
stock  a  football  for  speculative  interests. 
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Q.  Is  your  intention  to  give  the  idea  that  this  salary  was 
fixed  at  $100,000  to  give  Mr.  Hyde  to  some  extent  a  return  upon 
his  stock  investment  in  addition  to  the  dividends?  A.  IS'o,  that 
was  not  it. 

Q.  To  make  him  feel  comfortable  so  that  he  would  not  feel 
disjiosed  to  sell  it?  A.  It  is  difficult  to  state — to  formulate  in 
language  exactly  the  idea  which  with  other  ideas  lead  to  this — 
to  his  getting  his  father's  salary. 

Eeccss  until  2.00  o'clock  P.  M. 


AFTEE  EEOESS. 
CHAUNCEY  M.  DEPEW,  resumed  the  stand. 
EY  ME.  HUGHES: 

Q.  At  the  time  of  this  proposed  increase  in  the  salary  of  Mr. 
James  H.  Hyde,  did  you  know  of  the  compensation  that  he  re- 
ceived from  subsidiary  companies  of  the  Equitable  Life?  A.  I 
did  not. 

Q.  Were  the  matters  of  the  salaries  paid  to  him  by  the  Equit- 
able Trust  Company  and  the  Mercantile  Trust  Company  either 
then  or  in  later  years  brought  to  your  attention?     A.  Never. 

Q.  Were  you  on  the  board  of  either  of  those  companies  ?  A. 
Both. 

Q.  And  you  knew  nothing  of  those  salaries?     A.  ISTo,  sir. 

Q.  Were  yon  on  any  committee  of  the  board  of  either  of  the 
trust  companies?     A.  JSTo. 

Q.  Mention  has  been  made  here  of  a  proposition  for  the 
fippointment  of  Mr.  Hyde  as  ambassador.  Have  you  any- 
thing to  say  upon  that  subject?  A.  Mr.  Hyde  called  upon  me 
one  day  and  stated  that  influential  friends  of  his,  meaning 
influential  in  the  sense  of  being  in  close  touch  with  what  might 
be  done  at  Washington,  had  advised  him  that  he  could  be 
appointed  ambassador  to  France  and  on  account  of  his 
familiarity  with  the  French  language  and  the  decorations  he 
had  received  from  the  Legion  of  Honor  and  his  acquaintance 
with  the  public  men  of  France  in  every  department  of  the  pub- 
lic life  of  France,  political  and  literary,  he  thought  it  would 
be  a  very  desirable  and  handsome  thing  for  him  to  receive. 
Well,  I  told  him  undoubtedly  that  for  a  man  of  his  age,  never 
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having-  been  in  touch  with  public  aiTairs  and  Federal  affaii's,  it 
would  be  an  extraordinary  ap^rointnaent,  and  I  thought  it  highly 
improbable  that  it  could  be  done,  no  matter  what  his  friends 
said.  "Well,  he  came  to  me  afterwards  and  with  assurances  of 
such  a  character  that  I  made  up  my  mind  that  the  next  time  I  was 
in  Washington  I  would  ask  the  President.  So  I  spoke  to  the 
President  on  the  subject  and  found  that  he  had  looked  up  Mr. 
ITyde  from  representations  that  had  been  made  to  him  about 
his  ability,  character  and  so.  forth,  and  I  think  very  strong  ones 
had  been  made,  but  he  said  the  thing  was  impossible. 

Q.  That  was  your  whole  connection  with  the  matter?  A.  That 
was  my  whole  connection  with  the  matter. 

Q.  So  far  as  you  knoAV,  did  any  directors  of  the  Equitable  Life 
promote  that  suggestion?     A.  That  I  don't  know. 

Q.  We  have  had  in  evidence  here  certain  agreements  made,  I 
believe,  in  1888,  with  reference  to  compensation  to  Z\Ir.  Henry 
B.  Hyde  and  Mr.  James  W.  Alexander  and  providing  also  for 
compensation  to  their  widows  in  case  of  death,  the  matters  being 
the  subject  of  a  special  memorandum  not  entered  in  full  upon 
the  minutes.  Did  you  have  anything  to  do  with  that  matter?  A. 
Only  as  a  member  of  the  committee  at  the  time,  but  I  have  no 
recollection  of  the  special  memorandum. 

Q.  Do  you  recall  the  subject  of  the  arrangement  that  was  made 
with  Mr.  Henry  B.  Hyde  and  Mr.  Alexander  ?    A.  I  do  not. 

Q.  Do  you  recall  its  purport  was  in  effect  a  guarantee  of  so 
much  compensation  during  life  and  a  pension  to  the  widows  ? 
A.  Xow,  the  matter  has  passed  my  recollection,  of  the  circum- 
stance. 

Q.  What,  if  anything,  occurred  to  jow  as  the  ground  of  the 
action  that  was  taken  for  the  granting  of  such  compensation  and 
pensions?  A.  The  only  impression  left  upon  my  mind,  of 
course,  with  the  number  of  things  occurring  to  me,  it  is  ditScult 
to  recall  as  far  back  as  that;  the  impression  left  upon  my  mind 
was  that  Mr.  Hyde  had  surrendered  a  contract  which  he  had 
with  the  Society  of  a  commission  upon  an  increase  in  the  So- 
ciety's business  and  surplus  of  the  Society  under  his  administi'a- 
tion,  which,  with  the  phenomenal  growth  of  the  Society,  would 
have  produced  extraordinary  returns,  and  that  in  surrendering 
that  it  was  a — and  in  surrendering  that  the  company  was  making 
and  had  an  excellent  bargain.  That  they  were  not  compensating 
Mr.  Hyde  for  more  than  he  was  worth,  but  at  the  same  time 
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they  were  making  an  excellent  bargain  in  getting  rid  of  this 
contract.  I  have  ascertained  recently  what  I  did  not  know  be- 
fore, that  the  probabilities  are  that  that  contract  had  been  abro- 
gated, but  I  know  that  that  was  the  impression  left  upon  my 
mind. 

Q.  Was  this  one  of  the  matters  with  regard  to  which  Mr.  Hyde 
consulted  you?     A.  ISTo. 

Q.  You  did  not  have  the  aiTangement  in  hand  on  his  behalf  (I 
A.  ISTo,  I  did  not. 

Q.  Or  for  Mr.  Alexander?     A.  JSTo,  I  did  not. 

Q.  And  were  you  advised  at  the  time  whether  or  not  this  agi-cr 
ment  for  commissions  was  still  in  force?  A,  I  understood  at  tin 
time  that  it  was  still  in  force. 

Q.  Was  the  matter  thoroughly  considered  by  the  Executive 
Committee  as  to  whether  or  not  there  was  such  an  agreement 
in  force,  and  whether  there  was  any  basis  for  such  a  promise  on 
the  part  of  the  Society?  A.  Well,  my  recollection  is  so  vague 
in  regard  to  it  that  I  cannot  answer  that  question  definitely. 

Q.  Did  you  receive  from  any  other  insurance  corporations  pay- 
ments for  legal  services?     A.  No. 

Q.  Or  for  any  services?     A.  No. 

Q.  I  desire  to  call  your  attention  to  the  provision  of  the  charter 
of  the  Eqiiitable  Life  Assurance  Society  providing  for  distribution 
every  five  years.    You  are  familiar  with  the  provisions  ?     A.  Yes. 

Q.  And  to  the  Laws  of  1868,  Chapter  118,  now  incorporated 
in  the  Insurance  Laws  at  Section  87,  to  wit :  "  That  any  domestic 
Life  Insurance  corporation  which  by  its  charter  or  articles  of 
association  is  restricted  to  making  a  dividend  only  once  in  two 
or  more  years  may  thereafter,  notwithstanding  anything  to  the 
contrary  in  such  charter  or  articles,  make  and  pay  over  dividends 
annually,  or  at  longer  intervals,  in  the  manner  and  proportions 
and  amongst  the  parties  provided  for  in  such  charter  or  articles." 
Was  that  a  matter,  I  mean  the  procurement  of  that  legislation,  one 
of  the  matters  as  to  which  you  were  consulted  ?     A.  No. 

Q.  You  knew  nothing  about  that?  A.  I  knew  nothing  about 
that. 

Q.  I  call  your  attention  to  Section  56  of  the  Insurance  Law, 
being  the  section  or  the  law  originally  enacted  in  Chapter  400 
of  the  Laws  of  1890,  providing  "  ISTo  order,  judgment  or  decree 
providing  for  an  accounting  or  enjoining,  restraining  or  inter- 
fering with  the  prosecution  of  the  business  of  any  domestic  in- 
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&nraBce  corporation  or  appointing  a  temporary  or  permanent  re- 
ceiver thereof  shall  be  made  or  granted  otherwise  than  on  the 
aiDplieation  of  the  Attorney  General,  on  his  own  motion,  or  after 
his  approval  of  a  request  providing  therefor  of  the  Superintendent 
of  Insurance  except  in  an  action  by  a  judgment  creditor  or  in  pro- 
ceeding supplementary  to  execution.  Did  you  have  anything 
to  do  Avith  the  enactment  of  that  law  ?     A.  I  did  not. 

Q.  Do  you  know  whether  or  not  Mr.  Henry  B.  Hyde  procured 
its  enactment?     A.  I  do  not. 

Q.  Do  you  recollect  whether  or  not  he  consulted  you  with  re- 
spect to  it  ?     A.  I  am  quite  sure  that  he  did  not. 

Q.  What  is  your  judgment  froin  your  experience  in  the  life 
insurance  work  as  to  the  advisability  of  such  a  law  prohibiting 
recourse  by  policyholders  to  the  courts  for  an  accounting  without 
the  consent  of  the  Attorney  General  or  on  the  terms  there  stated  ? 
A.  "Well,  my  judgment  has  been  since  that  matter  was  called  to 
my  attention  in  the  litigations  of  the  company  that  it  was  in  the 
interest  of  the  company  that  some  public  officer  should  have  the 
power  —  responsible  public  officer,  to  prevent  limitless  and  expen- 
sive suits  being  brought  for  the  purpose  of  suing  the  company. 

Q.  Do  you  think  that  the  Attorney  General  as  a  State  officer 
should  have  the  right  to  intervene  in  matters  of  purely  private 
interest  ?     A.  Well,  is  it  purely  private  business  ? 

Q.  Well,  that  is  really  the  question  submitted  ?  A.  I  do  not 
think  it  is. 

Q.  Do  you  think A.  I  will  tell  you,   Mr.   Hughes.     I 

remember  —  my  idea  is  that  while  now  and  then  a  policyholder 
would  bring  an  action  in  good  faith  for  an  accounting,  if  there 
v^as  no  responsible  public  officer  as  is  provided  in  that  statute 
with  power,  that  there  would  be  constantly  upon  the  calendars 
hundreds  and  hundreds  of  suits  involving  the  company  in  vast 
expense  for  defence.  ■  Of  course  it  might  be  done  in  some  other 
way.  The  way  I  would  suggest  would  be  that  there  be  a  public 
audit  at  least  once  a  year  if  not  every  six  months. 

Q.  A  public  what  ?     A.  A  public  audit  by  chartered  accounts. 

Q.  Have  you  in  the  course  of  your  experience  with  life  insur- 
ance companies  with  reference  to  the  practical  operation  of  the 
deferred  dividend  system  arrived  at  any  conviction  as  to  the  pub- 
lic policy  of  the  system  ?  A.  I  have  always  been  in  favor  of  the 
deferred  dividend  system  and  I  see  nothing  as  yet  to  shake  my 
faith. 

■      77 


2434-  Legislaiire  Insurance  Investigation. 

Q.  Could  you  briefly  state  the  grounds  of  your  confidence  in 
that  ?     A.  I  would  rather  leave  that  to  an  expert. 

Q.  Very  well,  if  you  prefer  not  to  say  anything  about  that. 
A.  Yes. 

Q.  Have  you  received  from  any  insurance  company  insur- 
ance without  any  payment  of  premium  ?    A.  No. 

Q.  My  attention  has  been  called  to  the  fact  that  in  the  case 
of  the  Depew  Improvement  Company  the  word  Depew  refers 
to  the  name  of  a  town?    A.  Yes. 

Q.  It  has  been  suggested  to  me  that  a  further  inquiry  should  be 
made  as  to  the  nature  of  the  work  of  that  company?  A. 
The  Depew  Improvement  Company  was  organized  for  the 
purpose  of  creating  a  village  or  city  within  the  corporate  limits. 
At  the  time  I  became  interested  in  it  it  had  grown  —  within  five 
years  after  its  foundation  it  had  grown  to  a  village  of  some  3,000 
inhabitants  with  a  large  number  of  industries.  The  NeAv 
York  Central  shops  were  there,  the  Gould  Coupler  Works  were 
there,  the  American  Car  &  Foundry  was  there  and  several  other 
works.  It  now  has  running  through  it  five  railroads,  the  New 
York  Central,  the  Erie,  Delaware  &  Lackawanna,  West  Shore 
and  I  think  the  Lehigh  Valley,  each  one  with  stations  in  the  town. 
It  is  within  I  think  ten  miles  of  the  centre  of  Buffalo  and  has 
every  condition  about  it  and  has  a  number  of  manufactories  with 
a  large  number  of  people  employed  and  about  4,000  inhabitants. 

Q.  What  was  the  situation  at  the  time  the  loan  to  the  Depew 
Improvement  Company  by  the  Equitable  was  made,  I  mean  the 
physical  situation?  A.  The  situation  was  then  that  it  was  one 
of  the  most  promising  of  the  young  towns  of  Western  New  York. 

Q.  Are  these  lots  that  are  referred  to  in  the  appraisal ? 

A.  And  that  is  what  led  to  our  making  such  a  lai'ge  investment. 

Q.  Were  these  lots  referred  to  in  Mr.  Bramwell's  appraisal 
improved  or  unimproved  ?  A.  Partly  improved  and  partly  unim- 
proved, but  they  were  all  within  the  part  of  the  town  that  had 
been  improved  with  streets  and  so  forth. 

Q.  Do  you  know  hoAv  many  had  been  improved?  A.  I  do 
not. 

'Q.  Do  you  know  any  reason  why  Mr.  BramAvell's  suggestion 
of  the  inclusion  of  the  450  acres  in  the  mortgage  was  not 
adopted?  A.  I  did  not  and  I  never  knew  anything  about  the 
appraisal. 

Q.  Mention  has  been  made  here  of  certain  loans  or  a  certain 
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loan  in  the  name  of  George  V.  Tnrner  in  regard  to  which  it 
appears  that  certain  undertakings  of  certain  individuals  were 
assumed  by  the  Equitable  Life  Assurance  Society  and  large 
amounts  of  money  were  expended  by  the  Equitable  Life  in  con- 
nection with  the  properties  involved.  Have  you  any  information 
in  regard  to  that  matter?  A.  No,  I  can  give  you  no  information 
on  that,  Mr.  Hughes. 

Q.  Did  you  pass  upon  the  transaction,  I  mean  of  course  as 
a  member  of  the  Execiitive  Committee — by  which  the  Equitable 
assumed  any  obligation?    A.  No,  sir. 

Q.  You  know  nothing  about  that?    A.  No. 

BY  ME.  COX: 

Q.  I  would  like  to  have  the  Senator  state  with  reference  to 
the  lands  of  the  Depew  Improvement  Comapny  as  to  where 
they  are  situated  with  reference  to  the  village  of  Depew,  if  it 
does  not  appear  on  the  record.  I  don't  know  whether  it  does  or 
not. 

BY  ME.  HUGHES: 

Q.  Will  you  state,  Senator?  A.  The  lands  of  the  Depew  Ln- 
provement  Company  are  situated  on  the  lines  of  the  New  York 
Central  Railroad  within  about  ten  miles  of  the  centre  of  Buffalo 
and  five  miles  from  its  boundary  as  I  understand  it. 

BY  MR.  COX: 

Q.  Another  question,  in  your  testimony  with  reference  to  your 
retainer  by  Mr.  Hyde  in  early  days  you  referred  to  what  you 
termed  a  revolution  in  insurance  matters.  I  wondered  just  what 
you  had  in  mind  in  tliat  expression?  A.  I  referred  to  the  en- 
largement of  the  area  of  investment  and  also  to  the  introduction 
of  the  tontine  or  deferred  payment  policy. 

BY  ME.  HUGHES: 

Q.  During  your  connection  with  the  company  as  director  and 
member  of  the  Executive  Committee  were  you  a  policyholder?  A. 
No.  I  came  near  being  a  hundred  thousand  dollar  policyholder 
at  one  time  but  some  difficulty  intervened,  which  discouraged  me. 

Q.  So  you  were  never  a  policyholder?     A.  No. 
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Q.  And  you  hold  stock  in  jonr  own  right  or  were  qualified — 

A.  In  my  own  right. 

Q.  To  what  extent?  A.  I  own  five  shares  which  I  bought  at 
the  time  of  becoming  a  director. 

Q.  Was  that  Mr.  Hyde's  stock?  A.  I  bought  it  from  Mr. 
Hyde.  I  would  state  that  I  am  a  firm  believer  in  life  insurance 
and  have  advocated  it  in  a  great  many  speeches  and  much  litera- 
ture. 

BY  THE  OHAIRMAlSr: 

Q.  Have  you  ever  given  serious  consideration  to  the  question 
of  limiting  the  amount  of  business  any  one  company  should  do? 
A.  I  think  that  these  great  companies  should  be- limited. 

Q.  Limited  in  amount  you  mean  of  risks?  A.  In  amount  of 
risks.  They  have  grown  to  such  proportions  that  I  think  that 
public  policy  would  —  that  it  is  in  the  line  of  public  policy  that 
there  shoiild  be  a  limit  to  these  accumulations. 

BY  MR.  HUGHES: 

Q.  May  I  infer  from  your  statement,  Senator,  that  you  think 
it  is  within  the  line  of  public  policy  that  insurance  corporations 
should  be  compelled  to  have  a  public  audit  ?     A.  Yes. 

Q.  At  frequent  periods?    A.  At  frequent  periods. 

Q.  Have  you  any  suggestion  as  to  the  form  of  siich  an  audit, 
I  mean  as  to  the  manner  in  which  it  should  be  obtained  —  you 
mean  through  accountants,  independent  accountants?  A.  I  think 
it  should  be  had  through  public  accountants. 

Q.  ITot  connected  with  the  society  or  company?  A.  ISTot  con- 
nected with  the  society.  I  am  sure  that  the  Equitable  now  has 
already  adopted  that  policy  and  will  pursue  it. 

Q.  In  the  course  of  yo^ir  experience,  as  officer  or  director  ol 
the  Equitable  Life,  have  you  come  to  know  whether  that  com- 
pany or  any  other  insurance  company  has  procured  the  appoint- 
ment of  deputies,  or  examiners,  in  the  insurance  department  ?  A. 
I  don't  know  of  such  a  case. 

BY  MR.  TULLY: 

Q.  Can  you  suggest  any  figures  at  -which  you  would  put  the 
limit?     A.  No;  I  could  not  enlighten  you  on  that. 
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BY  MR.  HUGHES: 

Q.  Senator,  did  you  ever  have  any  discussion  with  Mr.  Hyde 
as  to  when  the  Equitable  should  cease  to  be  a  stock  company  and 
become  ■&  mutual  company  ?     A.  No,  I  never  did. 

Q.  Or  as  to  the  propriety  or  advisability  of  retiring  the  stock  ? 
A.  1^0,  I  never  did. 

Q.  I  am  referring  to  Henry  B.  Hyde,  and  not  James  H.  Hyde. 
A.  You  are  referring  to  Henry  B.  ? 

Q.  Yes.  A.  No,  I  never  heard  a  suggestion  from  him  as  to 
the  retirement  of  the  stock. 

JOHN  GILCHEIST,  being  called  as  a  witness,  and  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Gilchrist,  are  you  connected  with  the  Equitable  Life 
Assurance  Society  ?     A.  Yes. 

Q.  In  what  capacity  ?     A.  Charge  of  the  Security  Department. 

Q.  How  long  have  you  been  in  charge  of  the  Security  Depart- 
ment?    A.  Since  April,  1903. 

Q.  Previously  connected  with  the  Society  ?     A.  Yes,  sir. 

Q.  In  what  way  ?     A.  Security  Department. 

Q.  What  were  your  duties  prior  to  the  time  that  you  were  put 
in  charge?  A.  Well,  I  had  charge  of  the  purchases  and  sales, 
and  the  loans  on  collateral. 

Q.  Eor  how  many  years?     A.  From  April  1,  1902. 

Q.  But  prior  to  that  time  what  were  your  duties?  A.  As  a 
clerk  in  that  department. 

Q.  Looking  after  the  same  matters  in  a  more  subordinate 
capacity?     A.  Yes,  sir. 

Q.  And  since  you  have  been  put  in  charge  you  have  had  super- 
vision of  those  matters  ?     A.  Yes,  sir. 

Q.  Have  you  had  any  collateral  loans  in  the  Equitable  Life 
Assurance  Society  which  were  made  at  the  end  of  the  year,  the 
calendar  year,  for  the  purpose  of  reducing  the  apparent  cash  bal- 
ances?    A.  Yes,  sir. 

Q.  How  long  has  that  practice  been  running?  A.  That  has 
been  running  since  —  the  first  loan  was  in  1891. 

Q.  Did  the  practice  continue  without  interruption  from  that 
time  until  the  end  of  1904?     A.  '^o,  sir. 
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Q.  During  what  period  was  there  a  break?  A.  Dtiring  1902 
and  1903. 

Q.  With  the  exception  of  those  years  was  it  continued?  A. 
Yes,  sir. 

Q.  Will  you  state  what  the  practice  was  ?  A.  Well,  we  were 
notified  that  certain  loans  had  been  made,  and  that  the  collateral 
would  be  deposited  in  the  Security  Department,  that  is,  in  certain 
cases. 

Q.  Will  you  please  state  upon  the  record  to  whom  those  end- 
of-the-year  loans  were  made  and  in  what  amounts,  giving  them 
year  by  year.  A.  When  shall  I  commence?     In  the  beginning? 

Q.  At  the  beginning.  A.  One  million  dollars,  Kuhn,  Loeb 
&  Company,  that  is  1891 ;  1894,  one  million  to  Kuhn,  Loeb  & 
Company  and  a  million  and  a  half  to  Kuhn,  Loeb  &  Company. 
I  find  I  am  wrong  on  that,  when  I  said  there  were  only  those 
two  years  that  were  left  out. 

Q.  You  said,  if  I  remember  rightly,  that  the  years  omitted 
were  1902  and  1903.  You  meant  1892?  A.  1892  and  1893, 
and  1895  and  1896. 

Q.  Yes.  ISTow,  read  the  loans  as  you  have  them,  giving  the 
years  and  the  amounts  and  the  apparent  borrowers. 

A.  1897 — Kuhn,  Loeb  &  Company $3,000/00 

2,000,000 

1898 — Kuhn,  Loeb  &  Company 2,000,000 

1899 — Kuhn,  Loeb  &  Company 2,000,000 

3,000,000 

1900 — Kuhn  Loeb  &  Company 1,000,000 

3,000,000 

1901  — Kuhn,  Loeb  &  Company 2,500,000 

2,500,000 

1902  —  Jerome  J.  Hanauer 2,750,000 

Simon  Steigman  2,000,000 

E.  S.  Steinam 1,800,000 

E.  S.  Steinam  1,200,000- 

S.  Steigman   1,250,000 

Q.  Is  it  Hanover  or  Hanauer?     A.  Hanauer. 
Q.  H-a-n-a-u-e-r  and  S-t-e-i-g-m-a-n  ?     A.  Yes,  sir.     That  is  a 
total  for  that  year  of  nine  million  dollars. 
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1903  —  Union  Pacific  E.  R.  Co $5,000,000 

George  Westinghouse   250,000 

George  Westinghouse 260,000 

Lake  Shore  R.  R.  Co 750,000 

Q.  Are  you  giving  me  the  loans  that  existed  at  the  end  of  the 
year  simply?  A.  Yes,  sir,  that  were  in  force  at  the  end  of  the 
year. 

Q.  Very  well;   proceed.     A. 

1903  —  Knhn,  Loeh  &  Company $2,000,000 

Kuhn,  Loeb  &  Company 1,100,000 

Kuhn,  Loeb  &  Company 1,000,000 

Knhn,  Loeb  &  Company 1,3'50,000 

1,650,000 
1,900,000 

Q.  ]\Ialdng  a  total  of  Kuhn,  Loeb  &  Company  of  how  much? 
A.  Of  nine  million  dollars. 
Q.  Go  on.     A. 

1904  —  Simon  Steigman   $1,250,000 

Simon  Steigman    1,700,000 

Herman  Woog   1,500,000 

Jerome  J.  Ilanauer 2,150,000 

Siegfried  Hyman    1,250,000 

1,300,000 

Q.  Eugene  H.  Fall?  A.  I  did  not  give  you  the  name.  That 
last  loan  I  gave  you;   I  did  not  call  that  name  out. 

Q.  That  is  that  $1,150,000?     A.  $1,150,000. 

Q.  That  was  at  the  end  of  1904^  A.  Yes,  sir.  The  total  was 
$10,250,000. 

Q.  Who  was  Simon  Steigman  ?  A.  I  understand  he  was  a 
clerk  in  Kuhn,  Loeb  tt  Company.- 

Q.  And  was  Herman  AYoog  also  a  clerk  there?     A.  Yes,  sir. 

Q.  And  Jerome  J.  Ilanauer?    A.  Yes,  sir, 

Q.  And  Siegfried  Hyman?    A.   Yes. 

Q.  And  Eugene  H.  Fall?    A.  Yes. 

Q.  Now,  taking  uj:)  the  transaction  nt  tlie  end  of  1904,  Avhen 
those  loans  aggregated  —  how  much?     A.  $10,250,000. 

Q.  $10,250,000  were  made  in  the  names  of  those  clerks,  will 
yon   please   state  precisely  what   was   done   in   the   making   of 
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that  loan  in  obtaining  the  collateral  and  the  payment  of  the 
money  and  in  the  repayment?  A.  All  checks  were  drawn 
to  the  order  of  Kuhn,  Loeb  &  Company,  who  endorsed  same. 
Ceitificates  of  deposit  were  then  taken  in  the  name  of  Kuhn, 
Loeb  &  Company  and  endorsed  by  them  in  blank;  the  Society 
holding  the  same.  It  was  understood  that  no  interest  should 
be  allowed  on  certificates  of  deposit,  but  interest  would  be  con- 
tinued on  the  Society's  deposit  accounts.  The  certificates  of 
deposit  were  subsequently  exchanged  for  checks  to  the  order 
of  the  Society. 

Q.  Keferring  to  these  loans  of  upwards  of  ten  millions  at 
the  end  of  1904,  or  to  be  exact  on  December  29th,  was  it  not? 
A.  I  think  that  was  the  date,  sir,  December  29th. 

Q.  Did  the  Equitable  Society  receive  into  its  possession  any 
collateral  upon  those  loans?     A.  ]S'"o,'  sir. 

Q.  Was  there  any  collateral  so  far  as  you  know  set  aside  for 
the  Equitable  Society  upon  those  loans?    A.  Yes,  sir. 

Q.  By  whom  and  M-here  ?    A.  By  Kuhn,  Loeb  &  Company. 

Q.  Did  Kuhn,  Loeb  &  Company  retain  the  possession  of  the 
collateral?    A.  Yes,  sir. 

Q.  And  how  was  the  collateral  set  aside  by  them?  A.  I 
don't  know;  but  I  understand  they  were  to  hold  that  subject 
to  the  order  of  the  Society  until  the  loan  was  paid  off. 

Q.  You  understand  those  securities  were  upon  their  books 
as  collateral  for  the  loan,  but  did  not  deliver  the  collateral  ?  A. 
ISTo,  sir,  that  is  right. 

Q.  Was  one  check  given  for  the  $10,250,000  to  Kuhn,  Loeb 
&  Company?  A.  ISTo,  sir. 

Q.  Were  several  checks  aggregating  that  amount  given?  A. 
Yes,  sir. 

Q.  Those  checks  were  all  to  the  order  of  Kuhn,  Loeb  & 
Company?     A.   Yes,   sir. 

Q.  And  were  drawn  upon  what  institution?  A.  Some  on 
the  Bank  of  Commerce,  some  on  the  Mercantile  Trust  and  some 
on  the  Equitable  Trust. 

Q.  Those  checks  were  then  delivered  to  Kuhn,  Loeb  &  Com- 
pany, and  Kulm,  Loeb  &  Company,  deposited  them  ?    A.  No,  sir. 

Q.  Didn't  Kuhn,  Loeb  &  Company  then  take  any  credit  in  any 
way  for  those  checks,  or  were  they  debited  to  the  account  of 
the  Equitable  with  the  institutions  upon  which  they  were 
drawn?  A.  I  do  not  know  how  they  were  treated  by  the 
institutions. 
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Q.  But  tlie  checks  were  not  deposited?  A.  No,  sir.  The 
cheeks  were  exchanged  for  certificates  of  deposit. 

Q.  Were  not  the  checks  deposited  and  certificates  of  de- 
posit obtained  by  Kuhn,  Loeb  &  Company  for  equivalent 
amounts  ?    A.  !N"o,  sir. 

Q.  Did  Kuhn,  Loeb  &  Company  obtain  certificates  of  deposit? 
A.  Wo,  sir. 

Q.  Who  did  obtain  certificates  of  deposit?     A.  I  did. 

Q.  In  whose  name?  A.  In  the  name  of  Kuhn,  Loeb  &  Com- 
pany. 

Q.  What  did  you  do  with  them?  A.  Took  them  to  Kuhn, 
Loeb  &  Company  and  had  them  endorsed  in  blank. 

Q.  Were  those  certificates  of  deposit  for  the  amounts  of  the 
checks?     A.  Yes,  sir. 

Q.  And  the  amounts  of  the  loans?    A.  Yes,  sir. 

Q.  And  they  were  endorsed  by  Kuhn,  Loeb  &  Company  to 
whom  —  or  in  blank?     A.  In  blarfk. 

Q.  Endorsed  in  blank,  and  what  was  done  then  with  the 
certificates  of  deposit?    A.  It  was  put  in  the  safe  in  the  Equitable. 

Q.  You  retained  them?    A.  Yes,  sir. 

Q.  Did  you  have  any  collateral  envelope  or  loan  enevelope 
relating  to  the  transactions?  A.  I  had  the  list  sent  from  Kuhn, 
Loeb  &  Company;  I  think  the  envelope  accompanied  it. 

Q.  A  list  of  what?  A.  A  list  of  collateral  held  for  each  loan  — 
set  aside. 

Q.  A  list  of  collateral  designated  by  Kuhn,  Loeb  &  Company 
but  retained  by  them?    A.  Yes,  sir. 

Q.  Did  you  put  the  certificate  of  deposit  in  the  envelope  or 
with  the  list  of  securities?     A.  With  the  list  of  securities. 

Q.  Was  that  the  situation  when  those  loans  were  made  on 
December  29,  1904,  that  Kuhn,  Loeb  &  Company  had  your  checks 
for  the  amount  of  the  loans,  that  you  held  a  certificate  of  deposit 
for  an  equivalent  amount  endorsed  in  blank;  that  Kuhn,  Loeb  & 
Company  had  made  a  list  of  collateral  and  delivered  the  list  to  you, 
retaining  the  collateral,  is  that  the  correct  statement  ?    A.  Yes,  sir. 

BY  MR  COX: 

Q.  How  could  you  have  obtained  those  certificates  of  deposit 
from  the  bank  without  a  check  ?    A.  I  kept  the  check. 
Q.  What  check  2    A.  The  check  of  the  Equitable,  sir. 
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BY  ME.  HUGHES : 

Q.  Let  me  ask  how  Avere  those  check  delivered  to  Kuhn,  Loeb 
&  Oompany  —  -were  they  retained  by  Kiihn,  Loeb  &  Oompany  ? 
A.  No,  sir. 

Q.  Were  they  endorsed  by  Knhn,  Loeb  &  Company  ?  A.  Yes, 
sir. 

Q.  In  blank?     A.  Yes. 

Q.  So  that  having  made  the  loan  you  obtained  the  checks  en- 
dorsed by  Kuhn,  Loeb  &  Company,  and  the  certificates  of  deposit 
endorsed  by  Knhn,  Loeb  &  Company,  and  had  a  list  of  the  col- 
lateral which  were  retained  by  Kuhn,  Loeb  &  Company  ?  A.  The 
check  was  endorsed  by  Kuhn,  Loeb  &  Company  and  I  deposited 
in  the  institution  on  which  it  was  drawn,  receiving  a  certificate 
of  deposit  in  exchange  for  it. 

Q.  So  that  you  put  the  checks  through  the  institution  upon 
which  the  checks  were  drawn  and  received  equivalent  certificates 
of  deposit  ?    A.  Yes,  sir. 

Q.  Then  the  order  of  the  procedure  was  yoiir  drawing  of  the 
check,  your  taking  the  check  to  Kuhn,  Loeb  &  Company,  your 
getting  their  endorsement,  your  depositing  the  check,  your  get- 
ting a  certificate  of  deposit  to  the  order  of  Kuhn,  Loeb  &  Com- 
pany, your  taking  that  to  Kuhn,  Loeb  &  Company,  procuring  their 
endorsement  in  blank  and  taking  it  away  with  you?     A.  Yes,  sir. 

THE  CHAIRMAN:  Why  was  there  any  necessity  for  col- 
lateral ? 

Q.  Now,  on  December  29,  1904,  when  this  transaction  was  ef- 
fected in  this  way,  you  would  have  on  your  books  a  record  of  a. 
loan  upon  such  collateral?    A.  Yes,  sir. 

Q.  And  the  collateral  would  be  that  mentioned  in  Kuhn,  Loeb 
&  Company's  list?    A.  Yes,  sir. 

Q.  And  you  would  have  a  certificate  of  deposit  for  the  amount 
of  money  which,  according  to  the  books,  you  had  loaned  to  Kuhn, 
Loeb  &  Company  ?    A.  Yes,  sir. 

Q.  Now,  OH  December  31,  1904,  when  you  made  up,  or  the 
Equitable  made  up,  its  statement,  what  was  shoAvn  in  the  state- 
ment—  the  cash  represented  by  the  certificates  of  deposit  or  a 
collateral  loan  with  the  collaterals  against  it?  A.  The  collateral 
loans  with  the  collaterals. 

Q.  Now,  what  happened  in  January,  1905,  with  regard  to  those 
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loans?    A.  I  took  those  certificates  of  deposit  to  the  different  insti- 
tutions and  got  checks  for  them. 

Q.  To  the  order  of  the  Equitable  ?    A.  Yes,  sir. 

Q.  And  deposited  the  checks?     A.  Yes,  sir. 

Q.  And  did  you  do  anything  with  the  list  of  collaterals  that 
you  had?  A.  We  returned  the  envelopes  to  Kuhn,  Loeb  &  Com- 
pany. 

Q.  That  is  the  envelope  with  tlie  list  of  collaterals?  A.  I^To, 
sir. 

Q.  Kept  the  list?    A.  Yes,  sir. 

Q.  And  was  there  any  documentary  evidence  of  the  transaction 
between  the  Equitable  and  Kuhn,  Loeb  &  Company  other  than 
you  have  mentioned?    A.  Jv'ot  to  my  knowledge. 

Q.  How  early  in  January  was  the  matter  disposed  of  in  1905 
by  the  returning  of  the  envelopes  and  the  surrender  of  the  cer- 
tificate of  deposit  and  the  obtaining  of  the  checks  passed  to  the 
Equitable's  credit?    A.  January  4th. 

Q.   1905?    A.  Yes,  sir. 

Q.  Was  any  interest  paid  upon  the  loan  by  Kuhn,  Loeb  & 
Company  or  by  those  persons  whose  names  were  used?  A.  Xo, 
sir. 

Q.  Did  the  certificate  of  deposit  obtained  by  the  Equitable  bear 
interest?     A.  No,  sir. 

Q.  Did  the  Equitable  receive  interest  upon  this  amount  repre- 
sented by  the  apparent  loan  during  the  period  between  December 
29,  1904,  and  January  4,  1905?    A.  Yes,  sir. 

Q.  HoAV  did  they  receive  the  interest?  A.  The  interest  was 
continued  on  their  bank  account. 

Q.  After  the  checks  had  been  debited  to  it?    A.  Yes,  sir. 

Q.  And  although  there  was  no  interest  upon  the  certificate  of 
deposit?    A.  Yes,  sir. 

Q.  By  what  arrangement  was  that  effected?  A.  One  minute, 
Mr.  Hughes.  I  won't  say  positively  there  was  no  interest  on 
the  certificate  of  deposit.  It  may  have  been  put  in  at  the  same 
rate  as  the  bank  account. 

Q.  Isn't  it  a  fact  that  the  certificate  of  deposit  bore  interest 
at  the  same  rate  as  the  deposit  in  the  bank  or  trust  company? 
A.  That  was  the  imderstanding,  they  were  to. 

Q.  So  that  the  net  result  to  the  Equitable  was,  it  was  in  the 
same  position  as  if  it  kept  its  cash  balance  with  the  institutions  — 
I  mean  practical  result?    A.  Yes,  so  far  as  interest  account  went. 
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Q.  The  money  was  not  actually  paid  out  by  the  institution, 
and  the  interest  account  ran  along  Avithout  a  break?  A.  Yes, 
sir. 

Q.  Was  any  special  interest  account  kept  of  the  interest  on 
certificates  of  deposit  or  was  it  simply  entered  in  the  Equitable's 
passbook  upon  its  bank  balances?    A.  I  don't  know,  sir. 

Q.  Now,  you  have  explained  the  transaction  as  it  took  place 
at  the  end  of  1904.  Now,  if  you  will  recur  to  the  end  of  1903, 
again.  You  enumerated  a  number  of  loans  among  which  as  I 
recall  it  you  mentioned  to  Kuhn,  Loeb  &  Company  on  December 
31,  1903,  amounting  to  $9,000,000?     A.  Yes,  sir. 

Q.  Were  those  loans  made  in  the  same  way  on  collateral  held 
by  Kuhn,  Loeb  &  Company  in  the  same  way,  the  checks  given 
and  the  certificates  of  deposit  obtained  and  cancelled  and  the 
whole  transaction  passed  through  in  the  same  manner  as  in  the 
case  of  the  loans  at  the  end  of  1904?    A.  Yes,  sir. 

Q.  You  mentioned  certain  other  loans  at  the  close  of  1903,  a 
loan  I  think  you  had  better  repeat  them  —  you  mentioned  sev- 
eral. A.  Union  Pacific  Railroad  Company,  $500,000;  George 
Westinghouse,  $250,000;  George  Westinghouse,  $260,000;  Long 
Island  Eailroad  Company,  $1,375,000;  Lake  Shore  &  Michigan 
Southern  Eailway,  $750,000. 

Q.  ISToAv,  will  you  explain  what  was  done  with  reference  to 
those  loans  —  were  they  on  the  same  footing  as  the  loans  to 
Kuhn,  Loeb  &  Company?    A.  ISTo,  sir. 

Q.  What  was  the  difference?  A.  As  far  as  I  know  we  gave  a 
check  for  each  loan. 

Q.  Were  those  loan-'  that  you  have  just  mentioned  as  dis- 
tinguished from  those  to  Kuhn,  Loeb  &  Company  purchased  from 
the  Equitable  Trust  Company?     A.  Some  of  them. 

Q.  How  many  of  them  were?    A.  All  except  the  first  one. 

Q.  And  was  payment  made  for  the  amount  of  the  loans  to  the 
Equitable  Trust  Company?     A.  Yes,  sir. 

Q.  By  checks  drawn  on  the  Equitable  Trust  Company?  A. 
I  don't  know  whether  the  check  was  dra^vn  on  the  Equitable  or  not. 

Q.  Was  the  collateral  for  those  loans  purchased  from  the 
Equitable  Trust  Company  delivered  to  the  Equitable  Life  As- 
surance Society?  A.  I  don't  know  Mr.  Hughes;  I  have  not  a 
memorandum  here. 

Q.  Were  the  loans  at  any  time  re-transferred  to  the  Equitable 
Tnjst  Coinpanv?     A.  Yes,  sir. 
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Q.  When?     A.  January  8th. 

Q.  1904?     A.  Yes,  sir. 

Q.  Did  the  Equitable  receive  any  interest  upon  the  payments 
made  in  acquiring  tlie  loans?     A.  No,  sir. 

Q.  Was  it  not  so  arranged  that  the  Equitable  received  the  same 
amount  of  interest  as  though  its  cash  balance  had  not  been  dis- 
turbed?    A.  I  don't  know,  sir. 

Q.  Did  it  receive  interest  upon  the  balances  in  the  meantime? 
A.  I  don't  know. 

Q.  Did  it  receive  no  interest  on  this  special  account?  A. 
ISTo,  sir. 

Q.  On  December  31,  1903,  were  the  loans  so  purchased  from 
the  Equitable  Trust  Company  reported  in  the  statement  to  the 
Superintendent  of  Insurance  as  outstanding  loans  on  collateral? 
A.  Yes,  sir. 

Q.  And  the  loans  made  to  Kuhn,  Loeb  &  Company  of 
$9,000,000  on  December  31,  1903,  were  also  reported  as  collateral 
loans  in  the  statement  to  the  Superintendent  of  Insurance?  A. 
Yes,  sir. 

Q.  Do  you  know  any  reason  why  the  loans  should  have  figured 
in  the  name  of  Kuhn,  Loeb  &  Company,  in  1903,  and  in  the 
names  of  their  clerks  at  the  end  of  1904?  A.  No,  sir,  I  don't 
know  the  reason. ' 

Q.  It  would  seem  that  from  the  statement  that  you  have  given 
that  Kuhn,  Loeb  &  Company's  name  was  used  so  far  as  the  trans- 
action with  them  was  concerned  in  every  case  except  two?  A. 
Yes,  sir. 

Q.  And  those  two  were  at  the  end  of  1902  and  1904,  where 
the  names  of  clerks  of  theirs  were  used?     A.  Yes,  sir. 

Q.  Do  you  know  any  reason  for  that  difference?     A.  No,  sir. 

Q.  These  transactions  at  the  close  of  1902  of  this  description 
related  exclusively  to  loans  made  to  J.  J.  Hanauer,  S.  Steigman, 
E.  S.  Steinnam,  aggregating  nine  million  dollars  ?  A.  Nine  mil- 
lion dollars. 

Q.  And  were  they  handled  in  this  same  way  as  the  loans  to 
clerks  of  Kuhn,  Loeb  &  Company  at  the  end  of  1904?  A.  No, 
sir,  checks  were  drawn  to  the  individuals. 

Q.  In  any  other  respects  was  there  a  difference?  A.  Certifi- 
cates of  deposit  were  made  in  the  name  of  the  individual. 

Q.  Were  they  endorsed  over?     A,   Yes,  sir. 

Q.  Were  the  collaterals  retained  by  Kuhn,  Loeb  &  Company? 
A.  I  don't  remember  whether  they  were  or  not  that  year. 
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Q.  Did  the  loans  figure  in  the  report  to  the  Superintendent  of 
Insurance,  as  collateral  loans?     A.  Yes,  sir. 

Q.  Were  there  taken  up  by  the  cancellation  of  the  certificate  of 
deposit  at  the  beginning  of  the  next  year  in  the  same  manner? 
A.  Yes,  sir. 

Q.  The  Equitable  grt  interest  upon  its  cash  balances  as  though 
there  had  been  no  such  transaction?     A.  Yes,  sir. 

Q.  Was  there  any  other  purpose  known  to  you  in  these  trans- 
actions, except  to  reduce  the  cash  balance  for  the  purpose  of  the 
report  to  the  Superintendent  of  Insurance,  and  to  have  it  appear 
there  were  collateral  loans  existing?  A.  ISTo,  sir,  no  other  situa- 
tion that  I  know  of. 

Q.  In  each  case  where  you  took  a  certificate  of  deposit,  it 
was  a  certificate  of  the  deposit  from  a  bank  or  trust  company 
upon  which  one  of  those  checks  had  been  drawn  and  for  an 
equivalent  amount,  though  the  certificate  of  deposit  stood  in  lieu 
of  the  check?     A.   I  think  so. 

Q.  Now,  is  this  practice  which  you  have  explained  with  refer- 
ence to  these  specIOc  Lr'.insaciiou-  in  the  last  few  years  one  that 
has  obtained  as  of  the  end  of  the  year,  loans  that  you  have 
mentioned  beginning  with  1891,  have  they  always  been  trans- 
actions of  the  same  description?     A.  ISTo,  sir. 

Q.  In  what  respect  have  there  been  variations?  A.  Previous 
to  1902,  were  made  regular  loans  to  Kuhn,  Loeb  &  Company 
and  they  deposited  the  collateral. 

Q.  Yon  mean  previous  to  1902,  the  Equitable  got  the  col- 
lateral ?     A.  Yes,  sir. 

Q.  And  did  Kuhn,  Loeb  &  Company  get  the  money?  A. 
Yes,  sir. 

Q.  That  is  the  checks  went  through  the  bank  and  you  did  not 
get  a  certificate  of  deposit  back?  A.  I  suppose  the  checks  went 
through  the  banks;  we  did  not  get  a  certificate  of  deposit. 

Q.  And  were  those  loans  prior  to  1902  where  Kuhn,  Loeb 
&  Company  actually  delivered  the  collateral,  taken  up  at  the 
beginning  of  the  next  year  ?    A.  Yes,  sir. 

Q.  And  they  were  made  for  the  same  purpose  ?    A.  Yes,  sir. 

Q.  What  individual  on  behalf  of  the  Equitable  Society  has 
attended  to  this  matter  in  the  last  few  years?  A.  What  part  of 
it  do  you  mean?     The  making  of  the  arrangement? 

Q.  No;  I  paean  the  actual  taking  the  check,  getting  the  list 
and  taking  the  certificate  of  deposit.     A.  Eeciving  the  securities? 
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Q.  Not  receiving  the  securities,  because  you  have  not  received 
tliose  since  1901;  but  prior  to  that  date  receiving  securities.  Tu 
other  words,  doing  the  things  which  made  up  these  transactions — 
did  you  do  it  on  behalf  of  the  Equitable  ?  A.  I  have  since  April 
1,  1902. 

Q.  And  who  previous  to  that  time  ?     A.  Mr.  Halle. 

Q.  And  who  is  he  ?  A.  He  was  in  the  Securities  Department, 
had  charge  of  the  loans. 

Q.  With  what  individuals  did  you  deal  in  the  house  of 
Kuhn,  Loeb  &  Coinpany  in  these  transactions  ?  A.  I  simply  took 
the  check  in  there  and  asked  to  have  it  endorsed;  some  member 
of  the  firm  would  endorse  it,  or  somcdne  authorized  to  sign  the 
firm's  name. 

Q.  Do  you  recall  with  what  members  of  the  firm  you  dealt  on 
December  29,  1904?     A.  No,  sir;  I  do  not  recall. 

Q.  Did  you  deal  with  a  member  of  the  firm,  or  someone 
employed  by  the  firm?  A.  I  thi])k  it  was  a  member  of  the  firm; 
I  think  it  was  Mr.  Hanauer,  but  I  won't  be  positive  about  that. 

Q.  Mr.  Hanauer?       A.  Mr.  liananer. 

Q.  Whose  name  is  mentioned  here  ?     A.  Yes. 

Q.  Then  he  is  not  a  clerk  but  one  of  the  firm  ?  A.  I  think  he 
is  a  member  of  the  firm  now. 

Q.  Was  he  then?  A.  I  think  he  was  last  year;  I  don't  know 
when  he  was  admitted. 

Q.  Did  you  ever  deal  with  anyone  else  at  Ivuhn,  Loeb  &  Com- 
pany's office  beside  Mr.  Hanauer?     A.  Yes. 

Q.  With  whom?    A.  With  several  of  the  clerks  there. 

Q.  Did  you  ever  deal  with  any  members  of  the  firm  except 
Mr.  Hanauer?     A.  I  don't  recall. 

Q.  Did  you  ever  deal  with  Mr.  Scliiff  ?     A.  JSTo,  sir. 

Q.  With  Mr.  Kahn?     A.  ISTot  in  relation  to  loans. 

Q.  With  relation,  I  mean,  to  these  matters?     A.  No,  sir. 

Q.  Mr.  Mortimer  Schiff?     A.  No,  sir. 

Q.  Mr.  Wolf?     A.  No,  sir. 

Q.  Mr.  Heinseimer?  A.  I  am  not  positive,  but  I  think  one 
time  with  Mr.  Heinseimer. 

Q.  Did  these  matters  go  through  aTitomatically  at  the  end  of 
the  year  with  Kuhn,  Loeb  &  Company — I  mean  by  that  without 
having  any  special  talk  about  arraugements — was  it  all  under- 
stood, or  did  you  have  to  explain  it  and  arrange  with  somebody 
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to  cany  it  througli?  A.  ISTo,  sir,  I  was  notified  that  they  would 
make  the  loans. 

Q.  Who  notified  you?  A.  The  Financial  Departmemt — ^Fi- 
nance Department. 

Q.  What  person  in  the  Finance  Department  notified  you  last 
year?     A.  Financial  manager. 

Q.  Who  is  he?     A.  Mr.  Winthrop. 

Q.  And  prior  to  that  time  ?    A.  Mr.  Squire. 

Q.  How  did  this  start — who  did  you  get  your  original  instruc- 
tions from?     A.  From  the  financial  manager. 

Q.  Do  you  know  anything  about  making  the  arrangement  under 
which  this  was  conducted,  who  made  it?     A.  ~So,  sir. 

Q.  Between  what  person  representing  Kuhn,  Loeb  &  Company, 
and  what  person  representing  the  Equitable?     A.  No,  sir. 

Q.  You  simply  went  through  those  prescribed  lines?  A.  Tes, 
sir. 

Q.  Without  knowing  the  power  who  dictated  it?     Yes,  sir. 

MK.  HUGHES:     That  is  all,  Mr.  Gilchrist. 
Mr.  Winthrop,  will  you  please  take  the  stand? 

HENRY  E.  WHSTTHEOP,  recalled  for  further  examination, 

testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Winthrop,  you  have  heard  Mr.  Gilchrist's  testimony, 
and  I  understand  him  to  say  that  he  received  certain  instructions 
from  you  at  the  end  of  last  year  with  regard  to  these  apparent 
loans  to  Kuhn,  Loeb  &  Company.  Did  you  give  those  on  yoiir 
own  initiative,  or  did  you  transmit  instructions  which  you  had 
received?  A.  I  transmitted  to  Mr.  Gilchrist  instructions  that 
the  usual  loans  over  the  end  of  the  year  would  amount  to  the 
amount  stated.  At  first  it  was  felt  by  the  then  comptroller  of 
the  Society  who  had  charge  of  the  bank  accounts  that  the  loans 
should  be  somewhat  larger  than  what  they  eventually  were. 
$10,200,000,  and  then  he  decided,  that  is,  Mr.  Jordan  decided, 
that  they  would  not  be  so  large,  and  he  notified  me  to  tell  the 
security  department  that  the  amount  would  be  $10,200,000,  and 
I  think,  I  am  almost  sure  of  this,  that  at  the  same  time  a  slip 
of  paper  in  Mr.  Jordan's  figures,  showing  the  amount  that  the 
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various  loans  would  be,  was  given  to  the  security  department 
and  the  security  department — ^I  told  them  to  go  ahead  and  do 
as  they  had  done  beforehand. 

Q.  Then  I  understand  it  was  Mr.  Jordan  who  split  up  the 
aggregate  in  these  different  loans  or  made  that  suggestion?  A. 
Well,  I  did  not,  and  I  presume  he  did. 

Q.  You  acted  in  the  matter  simply  under  instructions?  A. 
Yes,  sir. 

Q.  Do  you  know  upon  what  basis  Mr.  Jordan  fixed  the  amount 
which  should  be  put  in  the  form  of  loans?  A.  It  was  his  dis- 
cretion as  to  how  much  cash  he  should  carry  on  hand  at  the  end 
of  the  year  in  proportion  to  our  entire  assets. 

Q.  Did  any  matter  of  that  sort  come  before  the  Executive 
Committee  ?  A.  I  don't  think  it  ever  became  a  record  of  the 
Executive  Committee.  It  was  known,  however,  actually  to  all — 
practically  all  the  members  of  the  Committee. 

Q.  You  mean  this  practice  was  known?     A.  Yes,  sir. 

Q.  In  what  way  was  that  knowledge  acquired?  A.  Well,  ilr. 
Alexander,  the  president,  signed  the  voucher.  Mr.  Hyde  knew  of 
it,  Mr.  Mclntyre,  the  secretary  of  the  committee  in  previous  years, 
knew  of  it ;  three  of  the  othw  members  of  the  Executive  Commit- 
tee knew  of  it,  because  these  certificates  were  deposited  with  their 
banks  or  trust  companies. 

Q.  That  is  they  knew  of  it  by  reason  of  their  ofiicial  connec- 
tion?    A.  That  is  my  presumption,  that  they  knew  of  it. 

Q.  Do  you  know  who  made  the  arrangement  with  Kuhn,  Loeb 
&  Company  for  such  transactions  ?     A.  ISTo,  sir. 

Q.  I  mean  who  on  behalf  of  the  Equitable  ?     A.  ISTo,  sir. 

Q.  Do  you  know  what  members  of  the  firm  of  Kuhn,  Locb 
&  Company  made  the  arrangement  on  behalf  of  that  firm?  A. 
I  do  not. 

Q.  You  never  had  any  interview  with  any  one  of  Kuhn,  Loeb 
&  Company  relating  to  the  matter?  A.  I  may  last  year  have 
notified — ^I  think  at  one  time  I  called  up  from  Mr.  Jordan's 
ofiice,  and  I  think  had  Mr.  Hanauer  on  the  wire,  I  am  not  positive 
on  the  fact,  and  I  will  take  whatever  Mr.  Hanauer  says. 

Q.  Do  you  know  who  arranged  with  the  Trust  Company  vitli 
reference  to  the  issuance  of  the  certificates  of  deposit,  and  the 
manner  in  which  the  matter  should  be  dealt  with?  A.  I  notified 
the  Equitable  Trust  Company  by  telephone  of  the  amount. 

Q.  That  was  last  year  ?     A.  Last  year. 
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Q.  But  did  you  make  any  arrangement  with  them  as  to  the 
purpose  of  it  or  the  way  it  was  to  be  handled?  A.  No,  at  that 
time  I  was  a  little  hazy  myself  as  to  how  it  was  done.     I  know  now. 

Q.  You  did  not  know  yourself  much  about  it?  A.  Not  very 
much,  no,  not  as  much  as  I  should  have  known. 

Q.  And  the  original  arrangem^ent  with  these  institutions  upon 
which  the  checks  were  drawn  were  made  by  whom  so  far  as  you 
know  ?     A.  In  what  way,  I  did  not  quite  catch  your  question. 

Q.  Well,  the  original  arrangement  with  the  trust  companies 
so  that  they  would  understand  that  these  certificates  of  deposit 
were  to  be  handled  in  this  way?     A.  That  was  before  my  time. 

Q.  You  don't  know  anything  about  that  ?     A.  No. 

Q.  And  had  you  known  it  prior  to  1904?     A.  No,  sir. 

ME.  HUGHES:  That  is  all,  Mr.  Winthrop.  Mr.  Junk,  will 
you  take  the  stand. 

DANIEL  M.  JUNK,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Junk,  you  are  connected  with  the  Cafe  Savarin?  A. 
Yes,  sir. 

Q.  How  long  have  you  been  connected  with  it?  A.  I  have 
been  its  secretary  and  treasurer  since  1896,  the  19th  of  November. 

Q.  What  is  that,  a  corporation  ?  A.  The  Savarin,  the  present 
Cafe  Savarin  is  a  corporation  organized  imder  the  laws  of  the 
State  of  New  York  in  1896.  It  succeeded  a  New  Jersey  corpo- 
ration which  was  organized  in  1890.  That  in  turn  succeeded  tlie 
Societe  Anonynie  des  Eestaurants  aux  Stats  Unis  which  was  a 
company  formed  under  the  laws  of  the  Eepublic  of  Erance  for  the 
purpose  of  operating  the  Cafe  Savarin. 

Q.  When  was  the  Societe  Ano;nyme  des  Eestaurants  aux  Stats 
Unis  formed?     A.  In  1887. 

Q.  This  French  corporation  which  was  started  in  1887  had 
what  capital  ?  A.I  take  it  from  the  record  and  such  fragmentary 
information  as  has  come  to  my  knowledge,  that  it  had  a  capital 
of  $100,000,  approximately,  well,  about  $90,000. 

Q.  And  was  that  the  company  that  started  the  Cafe  Savarin 
in  the  Equitable  Building?     A.  It  was. 
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Q.  Do  you  know  who  were  the  stockholders  in  that  com- 
pany?    A.  I  do  not. 

Q.  Have  yon  any  information  on  that  subject?     A.  Vagne. 

Q.  That  company  was  succeeded  by  the  ISTew  Jersey  cor- 
poration in  1S90?     A.  Yes,  sir. 

Q.  And  the  iN'ew  Jersey  corporation  continued  the  restau- 
rant business  of  the  Cafe  Savarin?     A.  It  did. 

Q.  What  was  the  stock,  total  capital  stock  at  that  time?  A. 
$100,000. 

Q.  And  who  held  that?  A.  It  is  held  by  various  individuals 
in  their  names,  but  for  the  benefit  of  the  Equitable  Life  As- 
surance Society.  Gustav  Duval  was  the  president,  Robert  Stet- 
son was  the  secretary  and  treasurer. 

Q.  Who  held  the  certificates  of  stock?  A.  My  own  knowl- 
edge on  that  subject  is  gained  also  from  fragmentary  information 
that  has  come  to  me  from  jjapers  that  I  have  seen.  It  was  held 
partly  by  General  Stahel,  who  was  the  president,  for  the  Equitable 
Life  AsvSurance  Society.  It  was  in  his  name,  but  it  was  deposited 
with  tlie  Mercantile  Trust  Company  for  a  loan.  General  Stahel 
had  no  personal  interest  in  it  whatever. 

Q.  What  was  the  amount  of  the  loan.     A.  $88,000. 

Q.  Who  were  responsiV)le  for  the  loan?  A.  Well,  the  stock 
of  the  Savarin  Company  was  deposited  as  collateral  for  the  loan. 

Q.  Was  there  a  note?     A.  A  note  for  $88,000. 

Q.   Do  you  know  who  was  on  the  note?     A.  I  don't  know. 

Q.  Do  you  know  the  inception  of  that  loan?     A.  I  do  not. 

Q.  Or  what  the  money  was  used  for?  A.  I  take  it  that  it 
was  for  the  equipment  and  purchase  of  supplies. 

Q.  Do  you  know  whether  the  stock  of  the  ISTew  Jersey  cor- 
poration was  paid  up?     A.   The  record  is  that  it  was. 

Q.  Was  it  paid  up  liy  turning  over  the  restaurant  propei'ty 
of  the  Societe  des  Anonyme  des  Restaurants  aux  Stats  Unis?  A. 
The  sale  by  the  Societe  Anonyme  des  Restaurants  aux  Stats  Unis 
to  the  Cafe  Savarin  Company  was  that  the  entire  business  and 
assets  of  that  company  should  be  turned  over  to  the  ISTew  Jersey 
corporation  in  consideration  of  the  delivery  of  the  capital  stock 
of  the  New  Jersey  company. 

Q.  And  was  there  a  previous  loan  which  was  assumed  by  the 
N^ew  Jersey  Company?  A.  I  assume  that  that  loan  had  been 
made  prior  to  the  formation  of  the  Xew  Jersey  company. 

Q.  It  is  your  best  information  that  it  was  the  money  originally 
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borrowed  in  that  way  which  went  to  the  fitting  up  of  the  restau- 
rant ?     A.  It  is  my  impression. 

Q.  And  that  money  was  borrowed  from  whom?  A.  The  Mer- 
cantile Trust  Company. 

Q.  Now,  next,  in  1896,  the  New  York  corporation  succeeded 
the  New  Jersey  corporation  with  a  capital  of  how  much?  A. 
$100,000. 

Q.  And  that  capital  was  made  up  in  what  way?  A.  The  New 
York  corporation  took  over  the  New  Jersey  corporation.  The 
stock  in  the  New  Jersey  corporation  was  retired  and  the  new 
stock  was  issued  and  substituted  for  the  stock  of  the  New  Jersey 
company. 

Q.  What  was  done  with  the  loan?  A.  The  loan  passed  at 
A'arious  times  from  the  Mercantile  Trust  Company  to  the  West- 
ern National  Bank  and  later  to  the  Equitable  Life  Assurance 
Society. 

Q.  Has  it  been  paid  up?  A.  It  has  been  liquidated  down  to 
$25,000. 

Q.  By  whom?  A.  Out  of  the  Cafe  Savarin  Company's  re- 
sources. 

Q.  And  that  New  York  corporation  has  continued  to  operate 
the  Cafe  Savarin  from  the  time  of  its  organization  to  the  present 
day  ?     A.  The  New  York  corporation  ? 

Q.  Yes.     A.  It  has. 

Q.  And  the  stock  of  the  New  York  corporation  is  held  by 
whom  ?  A.  In  the  main,  495  shares  are  held  now  in  the  name 
of  the  Equitable  Life  Assurance  Society.  There  are  five  qualify- 
ing shares  for  directors.  The  directors  of  the  company  are  people 
who  are  identified  with  the  Equitable  Life  Assurance  Society. 

Q.  And  the  total  number  of  shares  is  500?  A.  500.  The 
original  capital  was  $100,000,  and  it  was  reduced  in  1890  to 
$50,000,  the  payment  being  made  out  of  the  resources  of  the  Cafe 
Savarin  to  the  then  holder  of  its  obligations.  • 

Q.  That  is,  that  capital  was  reduced  and  this  money  paid  in 
the  liquidation  of  the  loan  held  by  the  Mercantile  Trust  Com- 
pany ?  A.  In  liquidation  of  that  loan.  It  was  not  held  by  the 
Mercantile  Trust  Company  at  that  time. 

•    Q.  No  individuals  profited  by  it  ?     A.  No  individuals  profited 
in  any  way. 

Q.  So  that  from  the  time  of  the  organization  of  the  New 
Tersey  corporation  in  1890  down  to  the  present  time  the  situation 
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lias  been  that  either  in  the  name  of  persons  connected  with  it  or 
in  its  own  name,  the  Equitable  has  had  all  of  the  stock?  A.  It 
lias  had  all  the  stock  and  all  the  benefits. 

Q.  Of  the  Cafe  Savarin  ?  A.  Of  the  Caf^  Savarin  Company's 
receipts. 

Q.  And  it  is  your  information  that  prior  to  that  the  persons 
interested  in  the  French  society  were  connected  Avith  the  Equi- 
table ?     A.  Yes,  sir,  so  far  as  I  am  able  to  learn. 

Q.  It  has  been  an  Equitable  enterprise?  A.  It  has  been  an 
Equitable  enterprise  from  its  inception. 

Q.  Is  there  a  lease  to  the  Cafe  Savarin  ?  A.  There  is  a  lease 
to  old  Societe  Anonyme  des  Kestaurants  aux  Stats  Unis,  bearing 
date  of  July  19,  1887. 

ME.  HUGHES :     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  382.) 

THE  WITNESS :     That  was  modified 


ilE.  HUGHES:  Wait  a  moment.  This  lease  is  dated  July 
19,  1887,  and  is  made  by  the  Equitable  Life  Assurance  Society 
to  the  Societe  Anonyme  des  Restaurants  aux  Stats  Unis,  and  it 
leases  certain  premises  described,  the  lease  to  begin  on  the  first  day 
of  August,  1887,  and  to  continue  for  twenty  years,  until  August  1, 
1907. 

It  provides  or  contains  the  covenant: 

First — That  the  parties  of  the  second  part  will  carry  on  a  first- 
class  restaurant,  dining-room  and  cafe,  according  to  law.  That 
they  shall  hold  the  party  of  the  first  part  harmless  from  all  dam- 
ages that  may  be  incurred  on  account  of  the  business,  and  that 
no  other  business  shall  be  carried  on  in  such  rooms  than  that  above 
named. 

Second — That  the  parties  of  the  second  part  shall  provide  all 
employees'  plate,  linen,  cutlery,  kitchen  utensils,  and  other  things 
necessary  for  conducting  the  business.  They  shall  also  provide 
such  waiters,  plate  and  linen,  and  so  forth,  as  necessary  in  fitting 
up  the  rooms  to  be  occupied  by  the  Lawyers'  Downtown  Club, 
and  by  the  Underwriters'  Club,  which  may  be  located  in  said 
building. 
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Third — As  to  the  removal  of  ashes,  garbage  and  so  forth. 

Fourth  —  Provides  that  the  parties  of  the  second  part  will  pay 
to  the  party  of  the  first  part,  as  a  rental  for  said  premises  annu- 
ally, a  sum  vsfhich  shall  be  equal  to  fifteen  per  cent,  of  the  gross 
amount  -which  shall  be  received  by  the  parties  of  the  second  part 
in  the  conduct  of  their  business  in  said  building,  including  all 
receipts  from  the  clubs  herein  named.  That  they  will  keep  an 
account  of  all  receipts  from  every  source.  Suitable  books  shall 
be  kept,  open  to  the  party  of  the  first  part  at  stated  times.  That 
the  party  of  the  first  part  shall  pay  the  said  rental,  equal  in 
amount  to  fifteen  per  cent,  of  the  gross  receipts,  on  the  first  days 
of  August,  November,  February  and  May,  in  quarterly  payments. 
That  the  receipts  for  wines  or  liquors  shall  not  be  embraced  or 
considered  as  part  of  the  receipts.  That  such  sales  by  said  parties 
cf  the  second  part  in  the  case  or  cask  are  to  be  allowed  as  a  private 
business  of  their  own. 

Fifth  —  That  they  shall  fiirnish  a  proper,  substantial  and  whole- 
some meal  for  the  clerks  of  the  party  of  the  first  part,  for  the 
sum  of  fifty  cents  for  each  meal,  the  number  of  employees  to  be 
iibout  one  hundred. 

Sixth  —  That  the  parties  of  the  second  part  shall  furnish  to  the 
I^awyers'  Downtown  Chib,  and  to  the  Underwriters'  Club,  who 
?bal]  have  rooms  in  such  building,  all  such  supplies,  meals,  or  re- 
fresl^ments  as  shall  be  required. 

Seventh  —  That  they  shall  avoid  interference  with  tenants  or 
(.iccupants  of  the  building. 

Eighth  —  That  they  shall  not  assign  or  sublet. 

IS^inth —  That  there  shall  be  an  arbitration  of  differences. 

Tenth  —  Access  to  books. 

Eleventh  —  Surrender  of  premises. 

THE  WITNESS:  It  was  modified  by  this  lease  (handing 
paper. ) 

Q.  The  lease  you  now  show  me  was  a  modification  under  date 
of  May  1,  1888?    A.  Yes. 
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ME.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  383.) 

(Exhibit  No.  383  will  be  found  in  the  Book  of  Exhibits.) 

ME.  HUGHES:  This  was  a  lease  made  May  1,  1888,  be- 
tween the  same  parties,  reciting  the  former  lease  and  providing 
for  a  modification. 

Q.  Just  point  out  the  modification.  A.  The  modification  was 
as  to  the  rent  particularly,  and  as  to  additional  space. 

ME.  HUGHES :  The  modification  consists  in  additional 
space 

THE  WITNESS:  And  there  was  a  stipulated  rental  there 
of  an  amount  per  annum  instead  of  fifteen  per  cent. 

Q.  Will  you  point  it  out?  A.  I  think  it  is  on  the  first  page, 
Mr.  Hughes. 

ME.  HUGHES :  The  modification  consists  in  the  leasing  of 
additional  space,  and  for  a  fixed  sum  as  rental,  to  wit,  fifty 
thousand  dollars  a  year,  as  a  fair  and  proper  rent  for  the  prem- 
ises above  described,  tmfurnished  and  in  consideration  of  the 
extraordinary  expense  of  the  lessor  in  fitting  and  furnishing 
the  said  premises  for  the  business  of  a  cafe,  and  premises,  the 
further  annual  rent  of  six  thousand  dollars,  making  a  total  annual 
rent  of  fifty-six  thousand  dollars.  The  term  is  stated  as  twenty 
years  from  May  1,  1888,  to  May  1,  1908. 

Q.  The  covenants  are  the  same?  A.  Practically  the  same. 
There  was  a  further  modification. 

Q.  Where  is  that?     A.  That  is  in  this,  a  third  instrument. 

ME.  HUGHES:  Also  a  modification  as  to  the  amount  to  be 
paid  for  meals  ordered  for  the  clerks  of  the  lessor,  fixing  the 
price  at  sixty  cents. 

Q.  I  think  those  are  all  in  this  paper,  are  they  not?  A.  In 
that  paper,  yes.     Here  is  another,  April  7,  1891. 

ME.  HUGHES:     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  384.) 

(Exhibit  No.  884  will  be  found  in  the  Book  of  Exhibits.) 
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im.  HUGHES:  This  agreement  is  dated  April  7,  1891,  be- 
tween the  Equitable  Life  x\ssuranc©  Society  and  the  Cafe  Savarin 
Company. 

Q.  This  is  the  New  Jersey  corporation  ?     A.  Yes,  sir. 

ME,.  HUG-HES:  It  provides  as  follows,  after  reciting  the 
agreement  of  May,  1888,  tlie  party  of  the  second  part  out  of 
its  gross  receipts  in  its  business  shall  pay  all  expenses  connected 
with  the  conduct  thereof,  including  the  expenses  connected  with 
the  Lawyers'  Club,  and  after  such  payment  shall  pay  to  the  party 
of  the  first  part  the  whole  amotmt  of  its  net  receipts  from  the  said 
business  except  so  much  thereof  as  shall  be  necessary  from  time 
to  time  to  pay  the  interest  upon  a  certain  note  held  by  the  J\[cr- 
cantile  Trust  Company  made  by  J.  Stahel,  February  15,  1890, 
for  the  sum  of  $88,000,  the  interest  on  said  note  to  be  paid  out 
of  said  net  receipts.  As  security  for  the  payment  of  said  note 
one  thousand  shares  of  the  capital  stock  of  the  said  Cafe  Savarin 
Company  were  pledged  to  the  holder  of  said  note.  The  amount 
so  paid  as  interest  upon  said  note  is  to  be  taken  and  held  to  be  a 
dividend  upon  the  said  stock  so  pledged  for  the  payment  of  said 
note.     Supplementary  to  this  is  a  memorandum  as  follows : 

"  Memorandum  to  John  Stahel.  In  accordance  with  the  new 
agreement  made  by  the  Equitable  Life  Assurance  Society  and  the 
Cafe  Savarin  Company  on  the  Tth  day  of  April,  1891,  you  are 
hereby  authorized  to  see  that  Y5  per  cent,  of  the  Lawyers'  Club 
dues  are  turned  over  regularly  every  month  to  the  Cafe  Savarin 
Company,  who  will  under  the  above  referred  to  agreement  defray 
all  the  Lawyers'  Club  expenses  for  waiters,  kitchen,  and  so  forth. 
You  will  also  see  that  the  balance  on  hand  from  the  remaining  25 
per  cent,  of  the  members'  dues  and  which  under  the  agreement 
with  the  Lawyers'  Club  is  disbursed  by  the  Lawyers'  Club  house 
committee,  is  also  turned  over  to  the  Cafe  Savarin  at  the  end  of 
every  six  months.  You  are  further  directed  to  see  that  the  Caf6 
Savarin  will  at  the  end  of  every  six  months  turn  over  to  the 
Equitable  Life  Assurance  Society  as  rent,  the  profits  of  the  Cafe 
Savarin  together  with  the  profits  of  the  Lawyers'  Club  arising 
out  of  the  75  and  26  per  cent,  account. 

(Signed)  Henry  B.  Hyde. 
April  7,  1901." 
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Q.  What  is  the  next  lease  ?  A.  Have  you  the  Lawyers'  Club 
lease  ? 

Q.  Is  that  the  last?  A.  That  is  the  last  of  the  New  Jersey 
corporation. 

Q.  When  the  Kew  York  corporation  was  formed  in  1896  it 
took  over  this  lease  as  one  of  the  assets  of  the  New  Jersey  cor- 
poration?    A.  Yes. 

Q.  And  it  is  now  in  possession  of  the  premises  described  pur- 
suant to  this  lease  ?     A.  The  New  York  corporation  ? 

Q.  Yes.     A.  Yes. 

Q.  The  premises  covered  by  this  lease  include  that  part  of  the 
Equitable  Building  occupied  by  the  Lawyers'  Club?  A.  They 
do — well,  not  in  that  lease,  no,  I  beg  your  pardon.  The  two  takeii 
together  with  the  Lawyers'  Club. 

Q.  These  leases  I  have  thus  far  read  do  not  include  the  space 
occupied  by  the  Lawyers'  Club?     A.  No,  sir. 

Q.  Was  there  a  separate  lease  made  to  the  Lawyers'  Club? 
A.  There  was. 

(Producing  paper.) 

ME.  HUijrHES :    I  offer  that  paper  in  evidence. 

(Paper  marked  Exhibit  385.) 

(EXHIBIT   385   will  be  found  in  the  book  of  Exhibits.) 

ME.  HUGHES:  This  is  a  lease  dated  January  1,  1888, 
between  the  Equitable  Life  Assurance  Society  of  the  United 
States  and  the  Lawyers'  Downtown  Club,  a  corporation  organized 
and  existing  under  and  by  virtue  of  the  laws  of  the  State  of  New 
York,  for  the  term  of  twenty  years.  It  contains  the  following 
provision  in  substance. 

First.  The  Society  agrees  at  its  own  cost  and  expense  to 
decorate,  paint,  carpet,  and  furnish  the  club  room  and  maintain 
the  same  in  a  thorough,  complete,  and  elegant  style. 

Second.  To  keep  the  club  rooms  and  all  the  furniture  and 
decorations  in  good  order  and  repair. 

Third.  That  the  tenant  of  the  public  restaurant  in  the 
Equitable  building  and  the  kitchen  and  other  premises  appur- 
Lenant  thereto  shall  furnish  for  the  members  of  the  Club  and 
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their  guests  during  certain  houi-s,  meals  and  so  forth  of  a  quality 
■which  shall  be  -first  class  and  so  forth  and  all  necessary  service. 

THE  WITNESS:  There  is  a  stipulation  regarding  the  differ- 
ence in  the  bill  of  fare  prices. 

ME.  HUGHES:  And  it  shall  be  provided  that  the  prices 
shall  be  at  least  ten  per  cent,  below  the  usual  card  prices  charged 
in  the  piiblic  restaurant  in  the  basement.  That  the  service  shall 
include  all  necessary  servants  and  all  linen,  china  and  so  forth 
incident  to  the  maintenance  of  the  Club,  and  in  consideration 
thereof  the  Club  is  not  to  permit  any  other  party  to  cater  for  it 
as  long  as  the  Society  fulfils  the  terms  of  the  agreement  and  the 
supplies  and  service  are  satisfactory  to  the  governors  of  the  Club. 

Fourth.  The  Society  agrees  to  furnish  electric  light,  gas  and 
heat  and  that  the  janitor  of  the  Equitable  Building  shall  keep  the 
club  windows  in  order  and  care  for  fires,  and  so  forth. 


"J 


Fifth.  That  if  during  the  term  of  the  lease  the  tenant 
of  the  public  restaurant  shall  fail  to  properly  furnish  the  Club 
as  above  provided,  in  that  event  the  Society  agrees  to  furnish 
in  some  convenient  portion  of  the  Equitable  Building  such 
kitchen  and  laundry  accommodations,  appointments  and  so  forth 
for  the  exclusive  use  of  the  Club,  and  to  pay  any  defieien3y  out 
of  the  rental  herein  referred  to. 

Sixth.  The  Society  agrees  that  it  will  use  the  space  markcfl 
upon  the  annexed  diagram  library,  for  the  library  known  as  the 
Equitable  law  library,  and  that  every  member  of  the  Club  shall 
during  the  term  of  his  membership  have  a  right  to  enter  the 
library  and  use  the  books  subject  to  the  rules  and  regulations  in 
regard  to  the  same,  that  may  be  made  by  the  Library  Committee. 

The  lease  then  provides  that  it  is  upon  the  following  condi- 
tions : 

First.  •  The  Club  agrees  that  it  will  pay  as  rental  to  the  Society 
75  per  cent,  of  the  dues  as  now  prescribed  in  the  By-laws  and  col- 
lected from  its  members  as  the  same  shall  be  received  and  out 
of  the  balance  of  said  dues  it  will  after  paying  all  proper  expenses 
incident  to  the  maintenance  and  management  of  the  club  includ- 
ing all  supplies  in  the  nature  of  stationery,  newspapers,  period- 
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icals,  liveries,  salaries  of  superintendent  and  assistants  and  such 
other  expenses  as  may  be  regarded  by  tbe  governors  of  this  club 
cr  a  majority  thereof  as  proper  and  necessary,  and  the  club  agrees 
to  pay  over  to  the  Society  any  unexpended  balance  of  said  dues 
remaining  at  the  end  of  each  year  during  the  continuance  of  the 
lease. 

Second.  The  club  agrees  that  during  the  term  of  the  lease 
the  portion  of  the  building  set  aside  for  its  use  will  only  be  used 
for  the  purposes  of  a  first-class  club  establishment. 

Third.  That  the  club  will  not  let  or  underlet  the  rooms  or 
any  part  thereof.  That  it  will  keep  books  of  accoTint  of  receipts 
pnd  expenditures  open  to  the  president  or  vice-president  of  the 
Society  or  any  other  person  authorized  by  them. 

Fourth.  The  club  agrees  it  will  use  all  reasonable  means  to 
keep  its  membership  at  all  times  during  the  time  of  this  lease  to 
the  number  of  COO  and  dues  as  now  prescribed  by  the  "By-laws. 

Fifth.  It  is  further  agreed  that  in  consideration  of  One  dollar 
and  the  premises  the  Society  shall  not  hold  any  of  the  oificers, 
governors  or  members  of  the  club  in  any  way  liable  for  anything 
under  this  arrangement. 

It  is  further  agreed  that  the  dues  from  the  members  shall  date 
from  the  first  day  of  January,  1888,  and  thereafter  the  annual 
dues  shall  be  due  and  payable  on  the  first  days  of  January  and 
July. 

Then,  follows  a  diagram  of  the  premises. 

Q.  Are  there  any  further  agreements  relative  to  the  manage- 
ment of  the  Cafe  Savarin  or  the  Lawyers'  Club?  A.  The  Cafe 
Savarin  took  certain  space  formerly  occupied  by  the  Mercantile 
Safe  Deposit  Company,  in  1890.  I  think  it  was  February  28, 
1890  (handing  paper). 

Q.  And  this  is  the  agreement  relating  to  that  space?    A.  It  is. 

MR  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  386.) 

(EXHIBIT  386  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS  :    That  is  a  copy.    I  do  not  have  the  original. 
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ME.  HUGHES:  This  is  an  indenture,  dated  February  28, 
1890,  between  the  Equitable  Life  Assurance  Society,  the  Mer- 
cantile Safe  Deposit  Company  and  the  Cafe  Savarin  Company. 
It  provides  for  a  lease  by  the  Mercantile  Safe  Deposit  Company  to 
the  Cafe  Savarin  Company  subject  to  the  conditions  of  the  lease 
between  the  Equitable  Life  Assurance  Society  and  the  Mercantile 
Safe  Deposit  Company  of  certain  portions  of  the  latter's  premises 
in  the  Equitable  building. 

THE  WITNESS:  That  has  been  brought  down  to  date  by 
extensions. 

Q.  And  this  practice  outlined  in  the  agreement  with  the  Oafe 
Savarin  and  Lawyers'  Club  has  been  maintained,  to  wit,  that  the 
Lawyers'  Club  pays  over  to  the  Cafe  Savarin  75  per  cent,  of  its 
dues?  A.  That  was  modified  in  1892,  whereby  the  Cafe  Savarin 
Company  takes  all  the  receipts  of  the  Lawyers'  Club  and  pays  alT 
its  expenses  and  turns  the  imexpended  balance  over  to  the  So- 
ciety.' 

Q.  Have  you  that  agreement  ?  A.  It  looks  as  though  I  did  not 
have  it  here.    Inadvertently  I  have  left  that  behind. 

Q.  That  is  provided  for  here?  A.  It  is  the  same  thing  in  effect 
as  the  original  papers  provide  for,  because  you  will  notice  that 
while  they  paid  over  75  per  cent,  at  first,  after  paying  expenses 
as  stipulated  in  the  25  per  cent.,  they  turned  over  the  balance  to 
the  Cafe  Savarin  or  to  the  Equitable  Life  Assurance  Society, 

Q.  What  expenses  does  the  Lawj-ers'  Club  meet  then?  A.  At 
the  present  time  none  except  through  us. 

Q.  When  you  say  through  us,  you  mean  through-  the  Cafe 
Savarin?  A.  The  Cafe  Savarin  takes  all  the  receipts  of  the 
Lawyers'  Club  and  ii^ys  all  its  expenses,  including  cost  of  supplies 
furnished,  help  and  expenses  of  every  other  character  or  nature 
whatever. 

Q.  And  it  also  takes  all  its  own  receipts  and  pays  all  its  own 
expenses?     A.  Yes. 

Q.  And  then  the  net  balance  that  remains,  whether  of  Law- 
yers' Club's  operations  or  Cafe  Savarin  operations,  is  paid  over 
as  rent  to  the  Equitable?     A.  To  the  Equitable. 

Q.  Is  there  any  deduction  in  order  to  pay  dividends?  A.  In 
the  records  of  the  company  there  appears  but  two  years  in  which 
dividends  'wore  paid,  and  the  word  dividend  is  a  misnomer. 
Those  dividends  were  declared  for  the  purpose  of  paying  interest 
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on  the  obligation  of  $88,000  held  by  the  Mercantile  Trust  Com- 
pany. That  is  a  recapitulation  of  our  receipts  and  expenses  since 
the  year  1881  (handing  paper). 

Q.  This  paper?     A.  Yes. 

Q.  Do  these  totals  include  the  expenses  of  the  Lawyers'  Club? 
A.  They  do. 

ME.  HUGHES:     I  offer  that  paper  in  evidence. 

(Paper  marked  Exhibit  387.) 

Q.  Th^  first  column  in  this  paper  is  headed  dues.  That  means 
Lawyers'  Club  dues?     A.  Yes. 

Q.  The  second  column  is  headed  receipts.  What  does  that 
mean?    A.  That  is  the  entire  receipts,  which  includes  the  dues. 

Q.  The  next  is  r-iipplies  and  expenses?  A.  That  is  all  disburse- 
ments of  every  character. 

Q.  Profits  is  the  difference  between  the  two  columns?     A.  Yes. 

Q.  And  then  the  rents  is  the  amount  of  that  paid  to  the  Equi- 
table ?     A.  Paid  to  the  Equitable. 

Q.  And  in  the  next  column  is  an  amount  in  1891  paid  to  the 
Mercantile  Safe  Deposit  Company?  A.  That  was  the  only  year, 
tliat  year  and  I  think  the  year  before,  but  the  record  of  the  year 
before  I  would  not  imdertake  to  furnish  any  evidence  regard- 
ing. 

Q.  And  the  next  in  the  way  of  dividends  are  itens  of  interest 
apparently?  A.  Items  of  interest.  They  should  be  character- 
ized as  items  of  interest,  although  they  appear  as  dividends. 

Q.  In  other  years  they  were  under  the  head  of  expenses?  A. 
Yes. 

Q.  And  the  final  column,  Debt  Cancelled,  is  the  amount  ap- 
plied on  the  loan  to  the  ]\Iercantile  Trust  Company?  A.  Vari- 
ous obligations,  not  only  of  that  but  there  was  another  obligation 
of  about  $62,000  with  the  $88,000  one.  All  that  debt  has  been 
liquidated  down  to  $25,000. 

MR.  HUGHES:  This  will  be  spread  upon  the  record  at  this 
point.  I  will  simply  note  for  the  information  of  the  Committee 
that  the  net  profits  which  are  here  stated  under  the  head  of  rents 
from  all  operations  appear  to  have  been  in  the  last  few  years  as 
follows: 

1898 .  .     $115,000 

1899 105,000 

and  in  addition  $40,334.39. 
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THE  WITNESS:     To  the  liquidation  of  the  loan,  yes. 

MR.  HUGHES:  Applied  to  the  liquidation  of  the  loan.  In 
the-  year  IROO,  $90,000  and  $50,000  applied  to  the  liquidation 
of  the  loan.  In  1901,  $105,000  and  $13,180.41  applied  to  the 
liquidation  of  the  loan.  In  1902,  $110,000;  in  1903,  $110,000; 
1904,  $140,000. 

Q.  These  amounts  that  were  applied  to  the  liquidation  of  loans 
in  the  yeara  mentioned  were  applied  out  of  this  amount  as  rent 
or  in  addition?  A.  Partly  out  of  the  earnings  and  partly  out  of 
resources. 

Q.  What  I'esources  were  they  aside  from  the  earnings?  A. 
Well,  we  had  more  capital  than  we  required. 

Q.  You  mean  the  fifty  thousand  dollars  that  was  applied  in 
1900?     A.  Yes. 

Q.  Take  the  forty  thousand  dollars  applied  in  1899,  was  that 
paid  out  of  the  one  hundred  and  five  thousand?  A.  Out  of 
the  $146,941  .Y5. 

Q.  Out  of  the  $146,941.75  profit?  A.  Yes,  $105,000  applied 
to  rental  and  $40,000  applied  to  the  liquidation  of  the  loan, 
partial  liquidation. 

Q.  What  was  done  ^vith  the  difference  between  profits  in  the 
years  1902,  1903  and  1904,  and  the  amount  stated  to  have  been 
paid  in  the  way  of  rent?  A.  That  is  explained  in  this  foot  note. 
There  were  small  balances  that  could  not  be  adjusted  during  the 
year,  and  they  were  carried  into  tlie  rent  account  which  was  an 
obligation  of  the  company  to  the  Equitable  Life  Assurance  So- 
ciety. That  obligation  stands  at  present  approximately  $25,000. 
I  do  not  know  the  exact  amount,  but  it  is  an  obligation  of  the  com- 
pany to  the  Society,  and  can  be  adjusted  at  any  time  upon  de- 
mand. 

Q.  Do  the  Equitable  or  the  Cafe  Savarin  have  anything  to  do 
with  the  introduction  of  members  into  the  Lawyers'  Club?  A. 
That  is  handled  by  the  governors  of  the  Club. 

Q.  The  Equitable  and  the  Cafe  Savarin  Company  merely  have 
to  do  with  the A.  Operation. 

Q.  The  expenses  and  operations  of  the  Club?     A.  Yes,  sir. 

O.  But  the  club  govemoi-s  and  membership  is  in  the  control 
of  the  club  through  its  governors?     A.  Yes. 

j\[E.  COX:  What  is  that  club,  is  it  a  separate  organization 
or  corporation? 
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THE  WITNESS:    It,  is  an  association. 

Q.  It  was  formed  under  the  Act  relating  to  social  organizations. 
A.  Formed  in  1888,  I  believe.  Up  to  the  present  year  we  have 
earned  np  to  the  end  of  October  a  hundred  and  seventy-four  thou- 
.  and  and  some  odd  dollars.  Our  total  receipts  for  the  ten  months 
ending  October  31,  1905,  were  $658,246.35.  The  expenses  in  that 
time  and  disbursements  have  been  $404,062.03,  leaving  an  amount 
of  earnings  applicable  to  rent  of  $174,184.28. 

BY  THE  CHAIEMAN: 

Q.  That  does  not  include  any  dues  from  the  Club?  A.  It  does 
include  them. 

BY  MR.  HUGHES: 

Q.  That  is  the  receipts  after  deducting  all  dues  from  the  club, 
receipts  from  the  restaurant,  deducting  expenses?  A.  Y^es,  that 
leaves 

Q.  That  is  up  until  November  1st?  A.  That  is  up  until  No- 
vember 1st.  Of  that  amount  $150,000  has  been  paid  over  to  the 
Equitable  in  lieu  of  rent. 

BY^  ME.  COX: 

Q.  Why  is  the  large  increase  in  the  net  earnings  as  compared 
^\•ith  the  former  years?  A.  I  am  afraid  I  might  be  considered 
egotistical  if  I  told  you.     A  little  economy  in  the  management. 

Q.  Is  there  any  other  information  in  regard  to  the  Cafe 
Savarin  or  the  Equitable's  relation  to  it  that  you  have  at  your 
hand,  or  have  we  the  whole  story?  A.  I  will  not  volunteer,  but 
I  am  here  to  tell  you  anything  you  desire. 

Q.  Is  there  anything  further  with  regard  to  matters  received 
by  the  Equitable  which  you  can  state?  A.  I  covered  everything 
in  my  tabulation. 

Q.  Is  there  anything  in  regard  to  expenses  incurred  by  the 
Equitable  which  you  have  not  stated?  A.  Unless  you  considered 
my  own  salary  possible.  I  am  attached  to  the  cashier's  depart- 
ment of  the  Equitable  Life  Assurance  Society. 

Q.  What  is  the  personal  management  of  the  Cafe  Savarin? 
A.  The  directorate  is  composed  of  Judge  William  A.  Day,  James 
F.  Wilson,  Mr.  Louis  M.  Bailey,  and  George  V.  Turner  and  myself. 
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Q.  Who  is  the  president  of  the  Cafe  Savarin  Company?  A. 
James  F.  Wilson. 

Q.  Does  he  get  any  salary?  A.  Not  from  the  Savarin.  Hia 
labor  is  purely  that  of  love. 

Q.  Does  he  get  anything  for  his  love?  A.  Well,  I  mean  so 
far  as  the  Savarin  is  concerned. 

Q.  Does  he  get  anything  from  the  Equitable?  A.  Yes,  that  is, 
he  is  like  myself,  an  Equitable  employe. 

Q.  Do  you  get  a  salary  from  the  Equitable?     A.  I  do. 

Q.  Do  you  get  anything  from  the  Cafe  Savarin  ?    A.  I  do  not. 

Q.  Do  any  of  the  officers  of  the  Cafe  Savarin  get  anything 
from  the  Cafe  Savarin?    A.  They  do  not,  sir. 

Q.   They  are  paid  by  the  Equitable?     .\.   Yes,  sir. 

Q.  What  is  total  amount  of  the  salary  paid  to  those  who  are 
in  the  Savarin  management,  paid  by  the  Equitable  Society?  A.  I 
am  not  in  a  position  to  state.     I  know  my  own,  of  course. 

Q.  You  don't  know  the  others?     A.  'No. 

Q.  Then  if  you  will  give  me  the  names  I  will  find  out.  A.  Mr. 
James  F.  Wilson  is  the  only  one  that  performs  any  active  duty. 

Q.  Besides  Mr.  James  F.  Wilson  and  yourself,  is  there  any  one 
connected  Avith  the  Savarin  Society  or  with  the  management  that 
gets  any  money  from  the  Equitable  Life?  A.  Well,  not  as  a 
consideration  for  their  duties  in  the  Savarin.  They  are  all  men 
who  are  actively  engaged  in  departments  in  the  Equitable,  where 
they  perform  a  sufficient  amount  of  service  to  warrant  the  salary 
they  get.  I  personally  perform  more  service  for  the  Equitable 
than  I  do  for  the  Savarin. 
'  Q.  You  do  this  because  of  your  relation  to  the  Equitable?  A. 
Yes. 

Q.  Is  there  any  execiitive  officer  of  the  Equitable  that  is  paid 
out  of  the  receipts  of  the  Cafe  Savarin?    A.  Absolutely  none. 

Q.  Any  director  of  the  Equitable  paid  out  of  the  receipts  of 
the  Cafe  Savarin  business?  A.  No,  sir.  There  is  no  benefit 
derived  in  any  way  whatever  from  the  restaurant  business. 

Q.  In  order  that  we  may  know  just  what  the  net  amount  is 
received  by  the  Equitable  from  the  operation  of  the  Cafe  Savarin 
Company,  which  stands  to  it  in  lieu  of  rent,  inasmuch  as  the 
salaries  of  the  executive  officers  of  the  Cafe  Savarin  Company  are 
paid  by  the  Equitable,  I  should  like  to- have  a  statement  of  that. 
A.  I  will  endeavor  to  furnish  that,  or  I  will  ask  for  it  at  least, 
from  the  authorities  of  the  Equitable. 


to 
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Q.  Does  the  Cafe  Savarin  Company  furnish  luncjies  to  any 
persons  connected  with  the  Equitable  free  of  charge?  A.  They 
do  not. 

Q.  Or  any  supplies  of  any  sort?     A.  They  do  not. 

Q.  Those  two  are  officers  or  directors  or  otherwise  connected 
with  the  Equitable  except  under  this  provision  for  the  giving 
of  lunches  to  clerks,  pay  for  what  they  get?  A.  They  pay  for 
what  they  get. 

Q.  At  the  same  rate  as  others  pay?     A.  Yes. 

BY  ME.  COX: 

Q.  Has  that  always  been  so?     A.  That  has  always  been  so. 

JOHN  McGUINNESS,  JR.,  resumed. 
BY  MR  HUGHES: 

Q.  Mr.  McGuinness,  I  think  you  have  already  stated  that  you 
are  in  charge  of  the  supply  department  of  the  Equitable  Life 
Assurance  Society  or  the  purchasing  department?  A.  The  pur- 
chasing department. 

Q.  That  is  the  department  which  attends  to  the  purchasing  of 
what?     A.  Printing,  stationery,  and  miscellaneous  supplies, 

Q.  What  was  the  entire  amount  expended  by  that  department 
in  the  year  19'04?  A.  The  amount  is  shown  by  the  annual  state- 
ment; if  I  may  refer  to  memorandum  I  have,  was  $275,060.20, 
some  of  which  amount,  however,  was  not  expended  by  the  pur- 
chasing department  itself. 

Q.  Does  that  $275,000  cover  all  the  amount  expended  for  sta- 
tionery?    A.  To  the  best  of  my  knowledge  and  belief. 

Q.  And  printing?    A.  To  the  best  of  my  knowledge  and  belief. 

Q.  Will  you  state  the  manner  in  which  the  Equitable  procures 
stationery  and  printing?  A.  Do  you  wish  me  to  briefly  describe 
the  routine? 

Q.  Yes.  A.  The  request  is  made  by  an  official  of  the  com- 
pany or  departmental  head  for  a  certain  supply.  The  request 
is  made  in  writing.  It  is  presented  to  the  purchasing  department. 
Thereupon,  if  it  is  tKtought  a  proper  purchase,  estimates  are  sent 
to  a  sufficient  number  of  houses  to  secure  competition.  On  the 
return  of  the  estimates  with  samples  the  result  of  the  compe- 
tition is  tabulated  and  a  decision  made  as  to  whom  the  successful 
concern  is.  It  is  then  checked  by  me  as  head  of  the  department 
78 
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and  subsequently  passed  on  to  the  Comptroller  and  by  him 
checked  and  subsequently  passed  down  to  the  Comptroller  himself 
for  aproval.  On  the  return  of  the  approved  papers  an  order  is 
sent  by  the  purchasing  department  for  the  purchase. 

Q.  So  in  effect  you  get  all  your  supplies  on  competitive  bids  ? 
A.  Practically  all. 

Q.  Do  you  deal  with  Lawrence  &  Company  ?  A.  Yes,  sir — no, 
sir — only  to  this  extent.  I  have  had  occasion  to  look  up  as  a 
matter  of  curiosity  recently  and  I  find  in  a  period  of  three  or  four 
years  we  have  purchased  about  $12  worth. 

Q.  Did  you  deal  with  the  Globe  Printing  Company  ?  A.  No, 
sir,  not  since  my  superintendeney  of  the  department,  not  to  my 
recollection. 

Q.  That  is  how  long  ?     A.  About"  eight  and  one-half  years. 

Q.  Does  your  department  arrange  for  supplies  for  agencies  ? 
A.  We  arrange  for  the  printing  of  a  certain  general  supplies  for 
agencies,  such  as  literature,  canvassing  documents,  applications, 
the  policies  themselves  and  such  general  matters.  Not  for  the 
agency  itself ;  no,  sir,  but  the  material  used  by,  them. 

Q.  That  is  what  I  mean.  If  an  agency,  for  example,  in  Cali- 
fornia wants  the  ordinary  run  of  stationery  to  supply  the  agency 
is  it  supplied  through  your  department?  A.  No,  sir;  that  is  sup- 
plied through  the  agency  department,  and  if  I  am  informed  right, 
is  supplied  directly  from  the  supply  department,  which  is  a  sep- 
arate institution. 

Q.  Then  there  is  a  supply  department  ?     A.  There  is. 

Q.  Who  is  at  the  head  of  the  department?  A.  Mr.  Mc- 
Clellan. 

Q.  How  much  does  that  department  expend  in  a  year  ?  How 
much  did  it  spend  last  year  ?  A.  That  I  don't  know.  I  might,  in 
order  to  make  myself  clear 

Q.  Is  that  included  in  the  $275,000  ?     A.  I  believe  it  is,  yes. 


sir. 


Q.  What  amount  of  the  $275,000  is  expended  in  your  depart- 
ment ?  A.  I  have  never  had  any  occasion  to  tabulajte  the  amount, 
Mr.  Hughes,  but  I  to-day  have  secured  some  figures  which  it 
might  be  necessary  for  me  to  explain  to  you  in  this  way.  The 
routine  of  my  department,  perhaps,  you  should  understand,  my 
particular  duties,  which  will  explain  the  figures  that  I  propose 
giving.  The  Purchasing  Department  is  a  channel  through  which 
a  majority  of  the  bills  of  the  Equitable  flow  for  audit  and  for  ap- 
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proval,  tliat  is,  to  get  them  up  to  the  executive  for  approval. 
There  are  many  things  that  pass  through  our  department  which 
are  examined  for  correctness  on  their  face,  and  passed  on  to  the 
executive  or  comptroller  for  approval,  of  which  we  have  no 
knowledge,  except  on  the  face.  For  instance,  current  bills  for 
advertising,  bills  for  advertising  in  magazines  and  papers,  and  so 
forth,  pass  through  us,  and  are  carried  on  our  books,  and  are 
passed  on  to  the  executive  for  approval.  It  is  a  channel  through 
which  bills  go,  a  sort  of  additional  audit,  which  brings  them  to 
the  executive.  I  have  not  the  memorandum  in  front  of  me,  but  I 
found  of  all  bills  of  all  descriptions  going  through  my  depart- 
ment last  year,  they  aggregated  over  $550,000. 

Q.  Do  you  know  how  those  bills  were  distributed  in  the  annual 
statement  ?     A.  No,  sir. 

Q.  Who  audits  the  accounts  of  your  department?  A.  The 
accounts  of  my  department  are  audited  item  by  item  before  pay- 
ment by  the  assistant  to  the  comptroller,  and  the  comptroller, 
whose  approval  is  necessary  before  the  payment  of  bills,  as  well 
as  before  the  ordering  of  material  in  the  first  instance.  I  beg 
pardon,  there  is  a  further  audit,  if  it  might  be  called  an  audit. 
Monthly  we  submit  to  the  Committee  on  Accounts  a  statement  of 
all  bills  that  have  been  paid  by  us  during  the  month  passed,  which 
statement  is  verified  by  the  cashier. 

Q.  What  does  the  Audit  Committee  of  the  Board  of  Directors 
do  with  reference  to  auditing  your  department?  A.  I  don't 
know. 

Q.  You  gave  us  the  other  night  a  memorandum  which  you  had 
had  from  our  letter-book  of  communications  from  Mr.  Jordan  to 
Mr.  Fields  ?    A.  Yes. 

Q.  Did  you  ever  see  Mr.  Fields  or  have  any  communication  with 
him  ?  A.  I  have  seen  Mr.  Fields,  but  have  had  no  communication 
with  him. 

Q.  Do  you  know  anybody  but  Mr.  Jordan  himself  who  had  com- 
munications with  Mr.  Fields?    A.  I  do  not. 

Q.  Have  you  prepared  some  statements  with  regard  to  your  ac- 
count ?  A.  I  have  prepared  some  figures  as  to  the  amount  of  our 
purchases  from  different  houses  whose  names  have  been  submitted 
to  us. 

Q.  Have  you  a  duplicate?  A.  Yes.  I  believe  those  to  be  cor- 
rcjct,  although  I  have  not  prepared  all  of  them  myself. 
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ME.  HUGHES :    I  offer  this  paper  in  evidence. 
(Paper  marked  Exhibit  No.  388.) 

Q.  It  would  appear  from  this  that  the  expenditures  of  the  pur- 
chasing department  have  been  distributed  during  1903,  1904,  and 
1905,  among  a  large  number  of  concerns  ?    A.  Yes. 

Q.  And  that  the  highest  amount  paid  to  any  one  concern  in  any 
year  is  $36,000,  and  most  of  the  amounts  paid  are  very  much  under 
that  sum?    A.  Yes. 

Q.  Does  this  represent  the  method  of  transacting  business  in  that 
department  in  earlier  years  ?  A.  To  the  best  of  my  infonnation, 
yes,  sir. 

Q.  Have  you  any  other  statement  there  in  regard  to  the  depart- 
ment?   A:  No. 

Q.  What  means  have  you  of  verifying  the  stock  on  hand  when 
you  give  orders  for  supplies  —  what  means  have  you  of  being  as- 
sured that  you  get  what  has  been  ordered  or  what  has  been  subse- 
quently paid  for?  A.  When  a  requisition  is  made  for  an  article 
or  something  to  be  purchased,  it  is  one  of  the  duties  of  a  clerk  in 
my  department  to  look  up  the  last  previous  purchase  of  the  par- 
ticular thing  called  for,  if  it  is  something  we  have  had  before, 
which  gives  us  a  line  on  what  uses  and  what  terms  the  goods  last, 
and  also  furnishes  us  with  data  for  the  deciding  whether  the  then  • 
present  thing  is  necessary  in  amount  and  so  on.  That  is  as  to  past 
things.  As  to  the  payment  of  the  bill  itself  we  depend  upon  the 
receipt  —  of  the  supply  department  for  the  receipt  of  the  goods  or 
the  particular  department  interested  if  it  has  not  been  received  by 
that  department.     If  I  understand  your  question. 

MU.  HUGHES :    Yes.  .,  ' 

LOUIS  M.  BAILEY,  called  as  witness,  being  duly  sworn,  testi- 
fied as  follows : 

BY  ME.  HUGHES: 

Q.  You  are  Louis  M.  Bailey,  trustee,  I  believe?    A.  Yes,  sir. 

Q.  Will  you  tell  me  what  you  are  trustee  of  or  why  you  are 
trustee  ?  A.  I  believe  my  name  is  carried  in  an  account  in  that 
name,  an  account  carried  in  that  name. 

Q.  When  did  the  ac<x)unt  first  —  when  was  the  account  first 
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opened  in  your  name  as  trustee?  A.  A  year  and  a  half  ago.  I 
don't  know  the  exact  date. 

Q.  Who  requested  the  use  of  your  name  for  that  purpose  ?  A. 
Mr.  Squire. 

Q.  How  long  have  you  been  connected  with  the  Equitable  Life 
Assurance  Society  ?    A.  Eighteen  years. 

Q.  In  what  capacity?  A.  In  the  bond  and  mortgage  depart- 
ment during  that  time. 

Q.  Are  you  still  in  that  department  ?    A.  Yes. 

Q.  Are  you  in  any  way  related  to  Mr.  Squire  ?    A.  No,  sir. 

Q.  Can  you  explain  how  it  happened  that  an  account  was  put 
in  your  name?  A.  Merely  that  he  asked  me  the  use  of  my  name 
and  T  permitted  it. 

Q.  Have  yon  made  any  drafts  upon  that  account  ?     A.  No,  sir. 

Q.  Do  you  know  whether  anyone  else  has  drawn  upon  the 
account?     A.  'No,  sir. 

Q.  Have  you  made  any  deposits  to  the  credit  of  that  account?' 
A.  I  think  possibly  one. 

Q.  When  was  that?  A.  I  think  I  endorsed  one  check;  of 
that  I  am  not  sure. 

Q.  This  account  appears  to  have  started  with  a  balance  in 
April  13,  1904,  from  the  account  of  George  H.  Squire,  trustee, 
of  $365.45,  and  to  have  been  increased  by  deposits  of  October  11, 
1904,  of  $843.35,  leaving  a  balance  of  $1,208.80.  Where  did  the 
$843.35  come  from?     A.  That  is  a  check  I  have  reference  to. 

Q.  What  was  it  from?     A.  I  don't  know. 

Q.  Where  did  you  get  it?  A.  I  think  from  Mr.  Mclntyre's 
office ;  it  was  sent  from  Mr.  Mclntyre's  office  for  my  endorsement. 

Q.  Did  Mr.  Mclntyre  tell  you  to  put  it  in  the  account,  or. 
give  it  to  you  for  that  purpose  ?     A.  No,  sir. 

Q.  Well,  who  did  ?     A.  I  don't  know. 

Q.  Do  you  know  whose  check  it  was?     A.  No,  sir. 

Q.  Have  you  a  check  book?     A.  No,  sir. 

Q.  Which  shows?     A.  No,  sir. 

Q.  Do  you  know  who  keeps  the  check  book  of  this  account? 
A.  No,  sir. 

Q.  Have  you  the  right  to  draw  on  this  account?  A,  I  take 
it  not  from  what  I  have  read. 

Q.  Do  you  know  who  does  have  the  right  to  draw  on  it?  A. 
No,  sir. 

Q„  Is  your  signature  at  the  bank?  A.  Not  as  trustee,  as  I 
recall. 
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Q.  I  mean  your  signature  Louis  M..  Bailey,  trustee,  to  show 
the  bank  by  what  signature  tbey  honor  a  check?  A.  My  signa- 
ture is  in  that  bank  on  a  personal  account. 

Q.  ISTot  on  this  account  1     A.  No. 

Q.  Do  you  know  whose  signature  is  at  the  bank  to  draw  on 
this  account?     A.  No,  sir. 

Q.  Do  you  know  anything  about  the  account  of  George  H. 
Squire,  trustee?     A.  No,  sir. 

Q.  Do  you  know  of  any  other  account  in  the  name  of  any 
individual,  that  is  in  relation  to  Equitable  Life  matters?  A. 
What  is  the  inquiry  ? 

Q.  Do  you  know  of  any  account  other  than  George  H.  Squire, 
trustee,  and  Louis  M.  Bailey,  trustee,  that  has  relation  to  Equi- 
table Life  matters  that  is  kept  in  the  name  of  an  individual?  A. 
No,  sir,  I  do  not. 

Q.  Now,  there  are  transactions  in  real  estate  in  your  name  as 
trustee,  are  there  not  ?  A.  Not  as  trustee.  Properties  have  been 
carried  in  my  name. 

Q.  Are  there  many  properties  in  the  Equitable  Life  Assurance 
Society  now  in  your  name?    A.  No,  sir. 

Q.  When  was  the  last  transaction  of  that  kind?  A.  I  don't 
recall  —  say,  a  year  ago. 

Q.  To  what  property  did  it  relate?  A.  I  don't  recall  the  par- 
ticular piece.  There  have  been  numerous  transactions  —  twenty 
possibly  in  all. 

Q.  And  where  are  the  records  of  those  transactions?  A.  In 
the  department. 

Q.  In  your  bond  and  mortgage  department  ?     A.  Yes,  sir. 

Q.  What  is  the  nature  of  those  transactions?  A.  Some  were 
cases  where  mortgagors  have  given  deeds  for  the  property  taken 
in  my  name  pending  the  examination  of  title. 

Q.  You  mean  mortgagors  have  given  deeds  of  the  equity  ?  A. 
To  save  foreclosure  expenses,  yes,  sir  —  save  the  Society. 

Q.  They  practically  relinquish  their  ownership  to  the  Society 
to  save  the  expenses  of  foreclosure  and  the  Society  has  taken  the 
property  in  lieu  of  the  debt?    A.  Yes,  sir. 

Q.  And  in  such  cases  has  the  title  been  taken  by  you?    A.  Yes. 

Q.  Has  it  been  taken  temporarily  or  held  by  you  for  a  time  ? 
A.  Temporarily  only. 

Q.  What  has  been  the  reason  for  that,  simply  to  see  whether 
the  title  was  good?    A.  Pending  the  examination  of  the  title. 
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Q.  Have  any  building  operations  been  conducted  by  the  Equi- 
table Life  Assurance  Society  in  your  name?    A.  Yes,  sir. 

Q.  Where?  A.  269  136th;  252  West  138th;  Greenwich  and 
Albany  streets,  southwest  corner.    I  think  that  is  all. 

Q.  What  are  those  operations?  A.  Two  of  them  were  build- 
ings for  office  occupation  and  the  other  is  a  €at. 

Q.  I  mean  in  which  was  your  name  used  in  the  transaction? 
A.  The  property  was  deeded  to  me  and  contracts  made  in  my 
name. 

Q.  By  whom  was  the  property  deeded  to  you  —  by  mortgagors 
or  others  —  in  other  words,  was  it  property  that  the  Equitable 
had  a  mortgage  on  prior  to  the  taking  of  the  deed?  A.  No,  sir, 
barring  one  case,  136th  street. 

Q.  In  the  other  case  did  the  Equitable  Life  Assurance  Society 
buy  property  in  your  name  ?    A.  Yes,  sir. 

Q.  Paid  for  by  its  own  checks?  A.  They  didn't  buy  it  in  my 
name,  but  transferred  to  me  after  they  had  bought  it. 

Q.  In  whose  name  was  the  title  taken  when  it  was  bought?  A. 
Todd  &  Taylor  —  Lester  Taylor,  I  believe,  and  William  J.  Todd. 

Q.  Who  are  they?  A.  One  is  in  the  employ  of  the  Society  and 
the  other  is  in  the  employ  of  one  of  the  attorneys,  or  was  at  that 
time. 

Q.  In  what  way  is  Mr.  Taylor  employed  in  the  Society?  A. 
A  clerk  in  the  law  department. 

Q.  Mr.  Todd  employed  in  the  Society?  A.  He  is  with  Mr. 
James  E.  Wilson. 

Q.  In  what  department?    A.  Engineer's  department. 

Q.  Mr.  Taylor  is  in  the  law  department  of  the  Society?  A. 
He  was  a  clerk  in  one  of  the  attorney's  offices. 

Q.   Of  what  attorney?     A.  William  C.  Arnold. 

Q.  Now,  enumerate,  please,  the  pieces  of  property  in  which 
the  title  was  taken  by  the  Equitable  in  the  names  of  Todd  & 
Taylor?    A.  Greenwich  and  Albany  street  property. 

Q.  That  was  the  only  one?    A.  That  was  the  only  one. 

Q.  How  long  did  the  title  remain  in  their  name?  A.  Probably 
a  year. 

Q.  And  then  what  was  done?    A.  It  was  transferred  to  me^ 

Q.  When  was  that  property  acquired  in  the  name  of  Todd  cfe 
Taylor  ?    A.  I  have  not  the  date,  about  four  years  ago. 

Q.  Is  it  still  owned  in  your  name?     A.  No,  sir. 

Q.  When  was  it  disposed  of?    A.  As  soon  as  it  was  furnished. 


2472  Legislative  Insurance  Investigation. 

fci  I  ■-- II..  .       I    . »    ..—  ■  .  ■      ■■■ 

Q.  WTiat  was  the  cost  of  the  property?  A.  You  mean  the 
land  —  the  land  $150,000  approximately,  and  the  building 
$250,000. 

Q.  $150,000?    A,  The  land. 

Q.  Was  that  paid  by  the  Equitable?    A.  Yes,  sir. 

Q.  Were  there  any  incumbrances  upon  the  property  or  did 
they  buy  the  outright  title?  A.  There  was  one  mortgage  which 
was  eventually  paid  off. 

Q.  By  the  Equitable?    A.  Yes,  sir. 

Q.  Then  did  the  Equitable  spend  $250,000  in  the  erection  of  a 
building?     A.  Yes,  sir. 

Q.  Did  it  do  that  under  the  guise  of  a  building  loan  or 
directly?    A.  It  was  carried  as  a  mortgage  at  the  time. 

Q.  You  made  a  mortgage?    A.  Yes,  sir. 

Q.  Or  Todd  &  Taylor  —  which?    A.  I  did. 

Q.  You  made  a  mortgage  to  the  Equitable  ?    A.  Yes. 

Q.  A  building  loan  mortgage?  A.  Yes,  sir.  I  should  like 
to  look  that  point  up  as  to  whether  that  was  carried  as  a  mort- 
gage or  not. 

Q.  You  are  not  sure  of  that?     A.  No. 

Q.  If  it  was  carried  as  a  mortgage  it  was  as  a  mortgage  made 
by  you?     A.  Yes. 

Q.  The  Equitable  supplied  whatever  money  was  needed  to 
complete  this  building?     A.  Yes,  sir. 

Q.  The  entire  investment  was  $400,000?     A.  Approximately. 

Q.  Then  the  Equitable  sold  the  building?     A.  No,  sir. 

Q.  What  did  it  do?    A.  Still  owns  it. 

Q.  Then  after  the  building  was  completed  you  transferred  the 
title  to  the  Equitable?     A.  Yes,  sir. 

Q.  Directly?     A.  Directly. 

Q.  So  that  they  now  own  it?     A.  Yes,  sir. 

Q.  Was  that  through  the  medium  of  a  foreclosure  sale?  A. 
No,  sir,  deed  direct.     The  building  was  for  our  own  occupancy. 

Q.  Is  it  occupied  by  you?     A.  Yes,  sir. 

Q.  As  an  agency?  A.  Supply  department,  bindery,  store  room, 
and  so  forth. 

BY  THE  OHAIKMAN: 

Q.  Do  you  know  of  any  reason  why  that  was  done  in  that 
method?  A.  Because  it  is  much  cheaper  to  build  and  occupy 
there  than  in  the  main  office  building. 
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Q.  No;  why  it  was  done  by  this  roundabout  method  instead 
of  the  Equitable  buying  the  ground  and  putting  up  its  own 
building  in  its  own  name?  A.  Because  it  was  thought  that  a 
building  in  the  name  of  an  individual  they  could  build  possibly 
cheaper. 

Q.  Is  that  the  only  reason  you  know  of?  A.  That  is  th.e  only 
reason  I  know  for  making  the  contract. 

Q.  Was  that  the  reason?     A.  That  was  the  reason. 

BY  MK.  HUGHES: 

Q.  As  a  matter  of  fact,  were  not  the  persons  who  engaged  in 
building  that  building  surprised  when  they  found  they  were  deal- 
ing with  Louis  M.  Bailey  instead  of  the  Equitable?  A.  I  do 
slot  think  they  ever  knew  who  they  were  dealing  with. 

Q.  Now,  what  were  the  other  properties  which  were  taken  in 
your  name?     A.  The  other  building  operations? 

Q.  Yes,  I  mean  building  operations.  A.  269  West  136tli 
Street. 

Q.  How  many  houses?     A.  One  flat  house. 

Q.  What  was  the  transaction  there — give  it  completely,  please? 
A.  It  was  a  piece  of  land  that  was  taken  in  connection  with  four 
houses  after  a  building  loan  the  company  had  to  foreclose.  It 
was  decided  to  improve,  and  they  improved  in  my  name  instead 
of  in  their  own. 

Q.  Why  was  that?     A.  I  suppose  the  same  reason. 

Q.  And  what  was  done  subsequently  to  the  property — ^was  it 
retained  or  sold?    A.  Sold, 

Q.  And  sold  in  your  name?  A.  No,  sold  in  the  name  of  the 
Society. 

Q.  You  had  previously  transferred  it  to  the  Society  after  the 
property  had  been  completed,  or  the  improvements  had  been  com- 
pleted?   A.  Yes,  sir. 

Q.  Are  you  acquainted  with  the  King  model  houses?    A.  Yes, 

sir. 

Q.  Did  the  Equitable  have  anything  to  do  with  those?  A. 
They  owned  a  portion  of  them. 

Q.  Were  any  of  the  transactions  in  connection  with  those 
houses  in  your  name?     A.  No,  sir,  barring  one  trade. 

Q.  What  was  that?  A.  We  sold  one  small  house  and  lat^r 
traded  it  to  a  man  who  wanted  a  larger  house,  took  it  back  and 
gave  him  a  larger  house. 
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Q.  What  was  the  amount  of  the  mortgage  on  the  King  model 
houses  apartment  —  I  do  not  mean  apartment,  I  mean  the  King 
model  houses  —  what  was  the  amount  of  the  Equitable  mortgage, 
the  original  building  loan?    A.  That  I  can't  remember. 

Q.  Was  it  a  million  dollars?  A.  I  don't  recall  the  transaction 
at  all. 

Q.  Who  were  the  individuals  connected  with  that  transaction 
who  got  the  money  end  of  the  houses  ?  A.  Those  houses  were 
built  by  King,  and  later  taken  in  by  the  company. 

Q.  And  then  subsequently  improved  by  the  company  ?  A.  No ; 
they  were  improved  by  him,  and  later  deeded  to  the  company  in 
consideration  of  the  mortgage. 

Q.  To  whom  did  the  company  dispose  of  them?  A.  To  numer- 
ous people. 

Q.  What  is  the  New  Jersey  Eealty  Company?  A.  Never  heard 
of  it. 

Q.  Did  the  company  dispose  of  any  of  this  property  to  such  a 
concern?    A.  I  don't  recollect  so. 

Q.  Or  any  corporation  that  was  organized  to  deal  in  real  estate? 
A.  All  their  holdings  on  the  block  between  139th  and  140th 
Streets  were  sold  about  a  year  ago,  but  I  do  not  recall  just  who 
look  the  title. 

Q.  Do  you  know  anything  about  the  organization  of  any  com- 
pany to  take  the  title?    A.  No,  sir,  I  do  not. 

Q.  You  can  get  the  numbers  of  them,  I  suppose,  as  to  who 
those  houses  were  transferred  to?    A.  Yes,  sir. 

Q.  And  also  with  regard  to  the  building  loan,  the  amount  of 
it?    A.  The  amount  of  the  building  loan  on  the  King  houses? 

Q.  Yes.  Are  there  any  other  houses  where  there  were  trans- 
actions in  your  name,  but  the  Greenwich  and  Albany  and  the 
house  in  138th  Street?    A.  Various  Jersey  properties. 

Q.  Where  were  they  in  Jersey?  A.  They  were  properties  that 
were  owned  by  the  Society  and  deeded  to  me  and  a  mortgage 
given  back  for  the  full  amount,  and  that  was  done  to  prevent 
any  question  by  a  purchaser  —  holding  it  for  more  than  five 
years. 

Q.  Under  the  statute?    A.  Under  the  statute. 

Q.  You  acquired  the  property,  that  is,  the  Equitable  originally 
acquired  the  property,  on  foreclosure  —  that  is  to  say,  a  fore- 
closure sale?    A.  Yes. 
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Q.  But  instead  of  the  Equitable  taking  the  property  directly 
the  title  was  taken  in  your  name?  A.  No,  these  are  propertie's 
we  have  held  for  at  least  five  years. 

Q.  Then  deeded  to  you?    A.  Deeded  to  me. 

Q.  And  mortgage  given  back  for  the  entire  price?     A.  Yes. 

Q.  And  still  owned  in  that  way  by  the  Society?  A.  Still 
owned  in  that  way  by  the  Society. 

Q.  The  transaction  being  to  avoid  the  five-year  limitation?  A. 
Yes. 

Q.  How  many  properties  are  there  of  that  class  ?  A.  I  should 
say  ten. 

Q.  Will  you  enumerate  them?  A.  I  could  not  do  it  without  a 
list. 

Q.  You  can  furnish  a  list  of  them?    A.  Yes,  sir. 

Q.  Are  there  any  in  other  States  except  New  Jersey  ?  A.  No, 
sir. 

Q.  Has  that  been  a  practice  for  some  years  to  evade  the  five- 
year  limitation  on  ownership,  by  putting  properties  in  individual 
names?    A.  For  ten  years  at  least. 

Q.  With  regard  to  a  large  number  of  properties?  A.  Not  a 
great  number. 

Q.  Who  originally  put  that  practice  in  operation?  Who 
was  responsible  for  it?  You  acted  under  instructions?  A.  I 
acted  under  instructions  of  the  head  of  the  department. 

(J.  And  who  was  he?     A.  Gerald  R.  Brown. 

Q.  M'^as  thf  re  anybody  else's  name  used  in  a  similar  way  that 
voii  knoM"  of?     A.  No,  sir. 

BY  ME.  HUGHES: 

Q.  As  I  understand  in  these  cases  that  you  refer  to,  where 
the  five  year  limitation  has  been  in  question,  the  state  of  the 
title  is  that  you  hold  the  legal  title,  and  the  Equitable  has  a 
mortgage?     A.  Yes. 

Q.  What  provision  is  made  for  an  increase  in  value  of  the 
property — the  mortgage  I  suppose  was  for  the  full  consideration 
stated  in  the  deed?     A.  Yes,  sir. 

Q.  Now,  stippose  the  property  goes  up  in  value — ^have  you  exe- 
cuted any  declaration  of  trust  with  this  society?  A.  I  have  exe- 
cuted a  deed  as  well. 

Q.  A  deed  as  well  as  a  mortgage  ?    A.  Yes. 

Q.  The  deed  is  unrecorded?     A.  Unrecorded  deed. 
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Q.  Tlie  mortgage  is  recorded?  A.  The  mortgage  is  recorded. 
■  Q.  And  tke  deeds  are  held  by  the  society  then,  executed  at  the 
£;ame  time  as  the  mortgage?     A.  Yes,  sir. 

Q.  Are  those  properties  carried  in  the  statements  made  by  the 
society  as  real  estate  estate?     A.  As  real  estate,  yes,  sir. 

Q.  Are  they  carried  as  real  estate,  or  as  mortgages?  A.  As 
real  estate. 

Q.  Are  they  submitted  to  the  Superintendent  of  Insurance? 
A.  Yes. 

Q.  As  part  of  the  real  estate?     A.  As  real  estate. 

Q.  How  do  you  deal  with  the  five  year  limitation?  A. 
They  are  only  carried  through  the  year  as  mortgages;  before  the 
end  of  the  year  canceled  and  the  deed  put  on  record. 

Q.  When  is  that  done — they  are  carried  through  the  year — 
let  us  say  1904,  as  mortgages;  now,  at  the  end  of  the  year, 
on  or  about  the  31st  of  December,  what  is  done?  A.  It  is  not 
necessarily  December  31st;  after  two  or  three  months  or  six 
months. 

Q.  You  say  they  are  carried  during  the  year  as  mortgages? 
A.  Through  a  portion  of  the  year. 

Q.  Well,  how  long  a  part  of  the  year?     A.  No  stipulated  time. 

Q.  In  practice  about  how  long?     A.  Six  or  eight  months. 

Q.  And  then  what  is  done?  A.  The  mortgage  is  canceled  and 
the  deed  put  on  record. 

Q.  That  is  in  the  case  where  you  took  the  title  and  made  the 
mortgage,  your  mortgage  is  canceled  and  ysur  deed  is  put  on 
record?     A.  Yes. 

Q   That  is  the  deed  from  you  to  the  society?     A.  Yes. 

Q.  So  that  at  the  end  of  the  year  it  appears  that  you  have  so 
much  real  estate?     A.  Yes. 

Q.  ISTow  do  you  afterwards  renew  the  transaction?  A.  It  is 
not  necessary. 

Q.  In  other  words  you  treat  the  fact  that  it  has  been  sold  in 
that  way  to  you  and  a  mortgage  given  back  supplemented  by 
the  deed  as  a  disposition  of  the  property,  so  as  to  start  you  on 
another  five  years  when  the  property  is  re-acquired?  A.  What 
is  the  question? 

Q.  I  will  repeat  the  question  a  little  more  clearly.  You  treat 
the  property  as  disposed  of  under  the  statute  when  the  deed  is 
given  to  you  and  the  mortgage  is  taken  back?  A.  You  are  asking 
me  if  I  treat  it. 
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Q.  If  the  company  treats  it,  in  practice?  A.  I  do  just  as  I  am 
instructed  to. 

Q.  When  I  said  you,  I  meant  that  is  the  idea  of  the  depart- 
ment, the  official  theory?     A.  I  should  say,  yes. 

Q.  So  that  by  such  disposition  it  is  officially  supposed  that  the 
company  has  parted  with  its  title  and  complied  with  the  statute  ? 
A.  I  should  say  yes. 

Q.  Then  when  you  make  a  deed  back  to  the  society  the  official 
theory  is  that  the  company  has  now  acquired  property  de  novo 
and  that  it  has  five  years  within  which  to  dispose  of  it  ?     A.  Yes. 

Q.  And  then  that  is  held  for  five  years  longer?  Before  the 
expiration  of  the  five  years  the  same  form  of  transaction  will  be 
gone  through  with  ?  A.  I  don't  know  as  it  has  been;  I  don't  know 
as  it  has  been  necessary. 

Q.  But  it  would  be  the  theory  that  it  could  be  repeated  as  often 
as  it  was  found  advisable?  A.  Provided  the  property  could 
not  be  sold  in  the  meantime  at  a  proper  figure. 

Q.  What  I  wanted  to  get  at  was,  a  moment  ago,  whether  you  — 
during  the  time  that  you  held  the  title,  executed  any  declaration 
of  trust,  and  I  understood  your  answer  to  be  that  contempo- 
raneously with  the  giving  of  the  mortgage,  upon  taking  the  title 
you  executed  a  deed  to  the  Society?    A.  Yes. 

Q.  And  that  deed  would  be  put  on  record  before  the  end  of  the 
year  in  which  it  was  given?    A.  Yes. 

Q.  So  that  when  it  came  the  time  to  make  a  stateflient  of  your 
affairs  it  would  appear  as  real  estate  owned  by  the  company? 
A.  Yes. 

BY  ME.  COS: 

Q.  And  for  a  few  months  only? 

BY  ME.  HUGHES: 

Q.  And  appear  as  if  it  had  been  owned  by  the  society  only 
since  the  date  of  your  deed?     A.  Yes,  sir. 

Q.  Do  you  have  an  account  with  each  bit  of  property  or  state- 
ment in  your  books  of  each  particular  property,  its  acquisition, 
and  so  on,  disposition  ?  A.  Yes,  sir,  there  is  a  book  kept  for  that 
purpose. 

Q.  So  that  this  item  of  real  estate  transferred  to  you  and  mort- 
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gaged  back  would  appear  upon  your  deed  to  the  company,  being 
recorded  as  property  then  acquired?    A.  Yes,  sir. 

Q.  Now,  with  regard  to  this  account  of  Louis  M.  Bailey, 
Trustee,  have  you  executed  any  declaration  of  trust  to  the  society  ? 
A.  No,  sir. 

Q.  Have  you  apart  from  the  deeds  that  you  have  referred  to  in 
connection  with  properties  put  in  your  name,  executed  any  declara- 
tion of  trust  or  agreement  with  the  society?    A.  ~No,  sir. 

Q.  In  cases  where  the  building  operations  are  carried  on  by 
the  company  in  your  name  have  you  executed  any  deed  to  the 
society?     A.  Always. 

Q.  The  society  during  that  period  holds  an  unrecorded  deed? 
A.  Yes. 

Q.  And  during  the  period  that  the  building  is  going  on  you — 
according  to  its  books,  the  society  has  merely  a  mortgage,  the 
deed  not  being  recorded?     A.  Usually. 

Q.  What  is  your  compensation,  Mr.  Bailey?    A.  $3,600. 

Q.  A  year?    A.  Yes.. 

Q.  Are  there  any  other  transactions,  Mr.  Bailey,  between  you 
and  the  Equitable  Life  outside  of  your  routine  work  in  the  Bond 
&  Mortgage  Department  which  have  not  been  brought  out  in 
your  testimony,  have  you  stated  everything?  A.  Everything, 
yes,  sir. 

Q.  In  other  words,  are  there  any  other  cases  in  which  proper- 
ties have  bedh  put  in  your  name  than  those  you  have  mentioned 
and  in  which  you  have  been  in  building  operations  ?  I  would  like 
to  have  you  present  a  list  of  all  those  so  that  the  record  can  be 
made  precise?     A.  All  right,  sir. 

Q.  Do  you  know  anything  about  the  handling  of  the  fire  insur- 
ance on  properties  mortgaged  to  the  Equitable?     A.  Yes,  sir. 

Q.  Who  had  a  monopoly  of  that  or  has  had  ?  A.  A  monopoly 
of  handling  fire  insurance  ? 

Q.  Yes  —  acting  as  broker  in  the  placing  of  it  ?  A.  Our  broker 
is  Frank  B.  Jordan. 

Q.  Who  is  Frank  B.  Jordan,  is  he  a  son  of  Thomas  D.  Jordan  ? 
A.  He  is  a  son  of  Thomas  D.  Jordan,  yes,  sir. 

Q.  How  long  has  he  acted  as  broker  for  the  placing  of  insur- 
ance upon  properties  mortgaged  by  the  Equitable?  A.  Five  or 
six  years.     I  think  possibly  longer. 

Q.  Has  he  had  a  monopoly  of  it  ?     A.  He  is  our  broker,  yes,  sir. 
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Q.  In  other  words,  if  a  property  is  mortgaged  to  the  Equitable 
which  should  be  insured  against  fire,  does  the  Equitable  require 
that  the  insurance  should  be  placed  through  Frank  B.  Jordan? 
A.  At  the  present,  no,  sir. 

Q.  Has  it  hitherto?     A.  No,  sir. 

Q.  What  is  the  situation  with  regard  to  his  hold  upon  that 
business  ?     A.  He  has  no  hold  upon  the  business. 

Q.  Except  he  gets  it  ?     A.  Except  he  gets  business  we  give  him. 

Q.  How  much  do  you  give  him?  Eor  example,  I  have  a  com- 
munication from  fire  insurance  brokers  who  desire  to  arrange 
certain  policies  or  to  have  the  business  of  placing  renewals  of  cer- 
tain policies  of  fire  insurance  upon  properties  mortgaged  to  the 
Eqmtable,  but  I  understand  that  they  are  informed  that  the 
insurance  must  be  placed  throiigli  Frank  B.  Jordan.  Do  you 
know  of  any  such  practice?  A.  That  is  not  so  unless  it  is  a 
clause  in  the  mortgage  giving  it  the  privilege  of  placing  the  insur- 
ance themselves.  They  are  at  liberty  to  place  insurance  and  give 
it  to  us,  and  it  is  accepted. 

Q.  Is  there  a  clause  in  your  mortgages  that  you  are  entitled 
to  place  insurance  ?     A.  For  the  last  five  years. 

Q.  When  there  is  such  a  clause  in  the  mortgage  do  you  exer- 
cise the  power  to  designate  the  broker  ?     A.  We  do. 

Q.  Whom  do  you  designate?  A.  At  the  present  time  F.  B. 
Jordan. 

Q.  Has  that  been  so  for  five  years  ?     A.  Yes,  sir. 

Q.  Is  that  so  with  regard  to  renewals  as  well  as  original  insur- 
ance ?  A.  At  the  present  time  we  are  giving  Mr.  Jordan  all  our 
insurance. 

Q.  When  you  say  at  the  present  time  you  mean  to  emphasize 
this  particular  month,  or  do  you  mean  for  a  considerable  period  ? 
A.  No;  I  mean  to-morrow  we  might  use  somebody  else,  and  the 
next  day  go  back  to  Jordan. 

Q.  Do  you  mean  not  to  make  it  future?  A.  He  has  no  con- 
tract with  the  company. 

Q.  He  has  no  contract  with  you  ?     A.  No. 

Q.  But  for  the  period  of  five  years  down  to  the  present  time  he 
has  had  the  business?     A.  Yes,  sir. 

Q.  Do  you  know  what  the  commissions  on  that  business  amount 
to?     A.  No,  sir. 

Q.  Do  you  know  whether  commissions  on  that  business  are 
divided  with  any  one  in  the  Equitable  Life  ?     A.  I  should  say  no. 
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Q.  You  don't  know  anything  about  it,  do  you?  A.  I  don't 
know  anything  about  it. 

Q.  Do  you  know  any  reason  why  Frank  B.  Jordan  should  have 
that  business?     A.  Only  it  is  necessary  to  employ  some  broker. 

Q.  Why  shouldn't  the  persons  getting  the  insurance  have  an 
opportunity  to  select  the  broker  ?  A.  The  person  getting  the  in- 
surance ? 

Q.  I  mean  who  has  applied  for  it — whose  property  is  to  be 
insured?     A.  Because  they  give  us  that  privilege. 

Q.  Why  do  you  insist  that  they  shall?  A.  It  prevents  friction 
when  they  deliver  policies  after  the  day  they  become  due,  hours 
after  the  expiration  of  the  policy,  it  necessitates  our  first  placing 
it  and  cancelling  it  afterwards. 

Q.  Was  it  the  practice  to  put  this  provision  in  your  mortgages 
before  five  years  ago?     A.  'No,  sir. 

Q.  Before  that  time  did  various  brokers  have  an  opportunity  to 
place  fire  insurance  upon  properties  mortgaged  to  the  Equitable? 
A.  They  did  as  they  do  now  in  the  old  cases. 

Q.  Do  you  know  what  led  to  the  insertion  of  such  a  provision 
in  the  mortgages  —  who  procured  it?  A.  It  was  caused  by  the 
friction  that  I  say  existed,  mortgages,  brokers  and  fire  insurance 
coipponies. 

Q.  What  ofiicer  of  the  Equitable,  so  far  as  you  know,  directed 
that  such  a  clause  should  be  put  in  the  mortgage?  A.  The  bond 
and  mortgage  department  was  immediately  under  the  control  of 
the  Comptroller. 

Q.  And  the  Comptroller  is  Thomas  D.  Jordan?     A.  Yes,  sir. 

Q.  And  he  provided  for  that  change?    A.  Yes. 

BY  ME.  COX: 

Q.  Can  you  give  us  an  idea  of  the  total  amount  of  insurance 
being  carried  along  in  this  way?  A.  I  cannot.  The  fire  insur- 
ance at  this  time  is  a  little  over  fifty  millions,  possibly. 

Q.  That  is  the  amount  of  these A.  The  amount  of  in- 
surance. What  the  premitmis  are  I  cannot  state.  We  keep  no 
record  of  that. 

Q.  The  amount  of  the  insurance  is  fifty  million  dollars.  A.  At 
the  present  time.  Of  course  that  does  not  aU  expire  at  the  end  of 
any  one  year. 
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Q.  It  all  expires  eyery  year,  don't  it?  A.  !N^o,  some  tliree  and 
five  year  policies. 

Q.  Of  course  with  a  correspondingly  larger  premium  ?    A.  Oh, 

yes. 

THE  CHAIEMAN:  There  will  be  a  meeting  of  the  Commitr 
tee  immediately  upon  the  adjournment.  AU  witnesses  who  have 
bpen  subpoenaed  for  this  afternoon  will  kindly  be  here  at  10.30 
o'clock  to-morrow  morning,  to  which  hour  the  Committee  will 
now  adjourn. 

(Adjourned  to  November  11,  1905,  at  10.30  A.  M.) 


COUNCIL    CHAMBEE. 

City  Hall^  New  Yoek  City. 

November  17,  1905,  10.30  A.  M. 

The  Committee  met  pursuant  to  adjourmnent,  Senator  Arm- 
strong in  the  Chair. 

FEANK  B.  JOED  AN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Jordan  have  you  learned  of  the  whereabouts  of  your 
father  since  you  were  last  on  the  stand  ?  A.  No,  sir,  I  have 
not. 

Q.  Have  you  had  any  communication  with  him?     A.  No,  sir. 

Q.  Or  with  your  mother  ?  A.  I  received  a  letter  from  my 
mother. 

Q.  Where  was  it  from?  A.  I  think  if  I  am  not  mistaken,  I 
think  it  was  from  Canada. 

Q.'  What  ?     A.  Canada,  I  think. 

Q.  Did  she  say  that  your  father  was  with  her  ?  A.  Did  not  say 
anything  about  him. 

Q.  Havfe  you  any  idea  when  he  is  coming  back  ?  A.  I  don't 
know. 

Q.  Do  you  keep  a  record  of  the  amounts  that  you  have  received 
for  placing  fire  insurance  upon  properties  mortgaged  to  the  Equi- 
table?    A.  I  have  a  record,  yes,  sir. 

Q.  Can  you  state  approximately  what  that  amount  has  been? 
A.  No,  sir;  I  never  figured  it  out. 

Q.  Has  anyone  been  interested  with  you  in  that  business  ?  A. 
No,  sir. 

Q.  Has  your  father  received  any  portion  of  the  moneys  tlat 
you  have  received  for  placing  such  fire  insurance  ?     A.  Never. 

Q.  Any  member  of  your  family?     A.  None  whatever. 

Q.  Has  anyone  connected  with  the  Equitable  Life  Assurance 
Society  received  any  portion  of  the  moneys  which  you  have  had 
for  placing  fire  insurance  on  properties  mortgaged  to  the  Equitable 
Life?     A.  Emphatically,  no. 
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Q.  How  did  it  happen  that  this  business  was  put  in  your 
hands  ?     That  I  don't  know,  sir. 

Q.  Was  it  a  surprise  to  you  ?     A.  Well,  I  guess  so. 

Q.  When  was  it  first  placed  in  your  hands?  A.  Ahout  five 
years  ago. 

Q.  What  had  been  your  business  previeusly  ?  A.  General  fire 
■  insurance. 

Q.  General  fire  insurance  ?     A.  Yes,  sir. 

Q.  Had  you  placed  any  fire  insurance  upon  properties  mort- 
gaged to  the  Equitable  before  that  time  ?  A.  I  have  placed  them, 
yes,  sir. 

Q.  But  you  did  not  have  the  entire  business?  A.  'No,  sir;  I 
have  not  the  entire  business  now. 

Q.  You  mean  that  there  are  still  some  old  mortgages  still  out- 
standing where  the  mortgagors  have  the.  option  to  place  it  where 
they  please  ?     A.  I  don't  know  about  that,  sir. 

Q.  Don't  you  know  that  there  is  a  clause  in  the  mortgages  of 
the  Equitable  for  about  the  last  five  years  to  the  effect  that  the 
Equitable  has  the  right  to  determine  through  whom  the  insurance 
shall  be  placed  ?     A.  I  believe  there  is  such  a  clause. 

Q.  And  you  know  that  under  that  the  Equitable  requires 
that  the  policies  of  insurance  should  be  placed  through  you? 
A.  Iso,  sir,  they  can  place  with  whom  they  please. 

Q.  Don't  jou  know  that  the  Equitable  refers  persons  who 
are  placing  fire  insurance  upon  such  properties  to  you?  A.  I 
do  not,  sir. 

Q.  How  much  fire  insurance  have  you  placed  in  the  last 
year?    A.  That  I  don't  know. 

Q.   Can  you  tell  within  a  million  dollars?    A.  I  cannot,  no,  sir. 

Q.  Within  five  millions  ?     A.  No,  sir. 

Q.  Within  ten  million  dollars?     A.  No,  sir,  I  could  not. 

Q.  Well,  you  have  placed  fifty  million  dollars  of  insurance? 
A.  I  don't  know,  sir. 

Q.  Haven't  the  wildest  idea  ?     A.  ISTo,  sir. 

Q.  I  suppose  you  can  get  all  that  for  us?  A.  I  can  get  that  if 
you  wish,  yes,  sir. 

Q.  Has  there  been  any  change  in  the  policy  of  the  Equitable 
Life  with  regard  to  placing  fire  insurance  through  yoh  within  the 
last  few  months?  A.  I  have  placed  some  of  their  business  to 
date,  yes,  sir. 

Q.  Are  you  still  placing,  that  is  the  business  of  fire  insurance 
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upon  properties  mortgaged  to  the  Equitable?  A.  Some  of  it, 
yes,  sir. 

Q.  How  much  of  it  have  you  placed  within  the  last  two 
months?    A.  That  I  don't  know. 

Q.  Have  you  any  idea  ?    A.  No,  sir. 

Q.  Have  you  any  compensation  from  the  Equitable  ?  A.  None 
whatever. 

Q.  What  portion  of  your  business  is  furnished  by  the  Equi- 
table in  this  matter?    A.  I  don't  know. 

Q.  Have  you  any  idea?    A.  No,  sir. 

Q.  Have  you  any  idea  whether  you  have  any  business  except 
that?     A.  I  have,  yes,  sir. 

Q.  Does  the  Equitable  furnish  nine-tenths  of  the  business  that 
you  have  ?    A.  It  does  not,  no,  sir. 

Q.  "Will  you  give  me  a  statement,  please,  showing  what  the 
amount  of  the  business  upon  properties  mortgaged  to  the 
Equitable  has  been  during  the  past  five  years  and  the  amounts 
that  have  been  made  from  it?     A.  Yes,  sir. 

Q.  What  is  your  rent  that  you  pay  to  the  Equitable  Life?  A. 
Equitable  Life? 

Q.  Yes.    A.  $60  a  month. 

Q.  What  offices  do  you  occupy?  A.  I  am  on  the  seventh 
floor,  room  23. 

Q.  Have  you  any  compensation  from  the  Equitable?  A. 
None,  whatever. 

Q.  Never  had?    A.  Never,  no,  sir. 

SAMUEL  S.  McCUEDY,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MK.  HUGHES: 

Q.  Mr.  McCurdy,  are  you  connected  with  the  Equitable  Life 
Assurance  Society?    A.  Yes,  sir. 

Q.  In  what  capacity  ?  A.  I  am  assistant  registrar  of  the  com- 
pany. 

Q.  How  long  have  you  been  assistant  registrar?  A.  Five  years. 

Q.  Were  you  connected  with  the  company  previously?  A. 
Yea,  sir. 

Q.  How?  A.  I  was  first  employed  as  stenographer,  then  as 
private  secretary  to  the  secretary  of  the  company. 

Q.  To  Mr.  William  Alexander?    A,  Yes,  sir. 
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Q.  What  have  been  your  duties  as  assistant  registrar?  A.  I 
have  had  charge  of  the  office  management  of  the  Society's  legal 
affairs.  I  have  a  great  deal  to  do  with  its  correspondence.  I 
render  such  assistance  to  the  secretary  as  he  wishes  from  me  and 
to  such  of  the  other  officers  of  the  Society  who  vsdsh  my  services. 

Q.  You  have  custody  of  the  vouchers  which  are  given  to  the 
Equitable  for  the  amounts  paid  out  for  legal  expenses?     A.  Yes. 

Q.   Or  charged  to  legal  expense  account?     A.  Yes. 

Q.  Have  you  produced  vouchers  for  the  last  ten  years?  A. 
Yes,  sir. 

Q.  Have  you  got  a  separate  list  for  each  year?  A.  Mr.  Flem- 
ing has  that. 

Q.  Have  you  a  package  for  the  year  1895?     A.  Yes,  sir. 

Q.  So  that  they  are  all  together.  You  have  brought  up  here 
those  that  we  have  requested  you  to  bring?  A.  Yes,  sir,  those  that 
Mr.  Fleming  asked  for. 

Q.  Do  you  keep  in  this  department  where  you  are  assistant 
registrar  a  record  of  law  suits?     A.  Yes,  sir. 

Q.  Is  that  the  bureau  where  the  legal  proceeding  on  behalf  of 
the  company  is  kept?     A.  They  are  recorded  there. 

Q.  In  this  batch  which  you  have  handed  me  for  1895  I  find  a 
letter  as  follows: 

"  October  3,  1895. 
James  A.  Alexander,  Esq., 

Vice-President,  Equitable  Life  Assurance  Society, 
120  Broadway,  New  York  City. 
Dear  Sir: 

Herewith  please  find  statement  of  General  Batcheller's  account 
for  the  year  ending  September  30,  1895.  Original  vouchers  are 
on  file  in  this  office  and  are  open  to  inspection.  If  the  account 
is  found  satisfactory,  kindly  send  a  check  for  your  company's  share 
of  the  disbursement,  namely,  $5,144.01. 

Ver^  respectfully  yours, 

Eobert  H.  McCurdy, 

Superintendent." 

Endorsed:     "As  per  agreement  dated  September  12,  1890,  to 
final  payment  September  30,  1895.     T.  D.  Jordan,  Comptroller. 
$5,144.01  to  October  5, 1895. 

M.  Murray,  Cashier." 
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Attached  to  that  is  a  bill  as  follows: 

"  George  S.  Batcheller, 

Plenary  legal  representative,  etc., 

In  Account  with 

The  Mutual  Life  Insurance  Company  of  ISTew  York, 

The   Equitable    Life    Assurance   Society    of    the   United  States 

and  the 
New  York  Life  Insurance  Company  for  the  year  ending  Sep- 
tember 30,  1895. 

Salary,  one  year,  from  October   1,   1894 

to  September  30,  1895— fcs 77,700  $15,000.00 

Disbursements 1,445  278.88 

Cables 9.50 

Exchange ....  143.67 

Total $15,432.05 

Viz.:     Mutual  Life $5,144.02 

'New  York  Life 5,144.02 

Equitable 5,144.01  ,-^ 

Total $15,432.05" 

Q.  Who  was  General  Batcheller?  A.  I  merely  know  that 
General  Batcheller  was  plenary  representative  of  the  three  com- 
panies in  Europe.  That  matter  really  relates  to  the  foreign  de- 
partment of  the  Society. 

Q.  In  what  way  was  he  plenary  representative?  A.  I  don't 
know. 

Q.  Do  you  have  any  records  upon  the  files  of  the  Equitable 
which  show  the  services  that  he  rendered?  A.  There  may  be; 
til  It  would  not  be  in  my  department. 

Q.  You  have  never  been  conversant  with  that,  and  they  would 

bein  the  foreign  department  if  there  were  such  records?     A.  Yes 
sir. 

Q.  Do  you  know  whether  there  were  any  later  payments  to 
General  Batcheller  than  for  this  year,  189'5?  A.  There' is  one 
later  payment  I  think,  only  a  very  small  amount. 
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Q.  Do  you  know  for  how  long,  prior  to  this  date  I  have  read, 
he  was  employed?     A.  No,  sir. 

Q.  Do  you  know  how  it  was  the  three  companies  combined 
together  to  employ  a  plenary  legal  representative  abroad?  A. 
No,  sir. 

Q.  Is  he  the  General  Batcheller  who  was  on  the  Egyptian 
Court?     A.  I  don't  know. 

Q.  I  mean  the  International  Court  at  Cairo?  A.  That  I  don't 
know. 

Q.  I  show  you  a  voucher  under  date  of  February  13,  1895, 
as  follows: 

"Kesolved,  that  the  amount  of  ten  thousand  three  hundred  and 
fifty  dollars  disbursed  by  the  officers  for  legal  services,  the  original 
vouchers  for  which  have  been  exhibited  to  this  Committee,  be 
approved — $10,350. 

Passed  Sub-Committee,  February  13,  1895. 

T.  D.  J.,  OomptroUer." 

Is  that  the  only  voucher  that  there  is  upon  the  files  of  the 
Equitable  for  the  payment  of  ten  thousand  three  hundred  and 
fifty  dollars  ?     A.  That  is  the  only  voucher  so  far  as  I  know. 

Q.  Have  you  any  means  of  knowing  who  were  the  sub-com- 
mittee that  passed  the  payment?  A.  That  was  the  Sub-Finance 
Committee,  and  that  resolution  appears  in  their  minutes. 

Q.  In  the  same  form?     A.  Yes,  sir. 

Q.  When  did  Governor  Hill's  retainer  begin?  A.  That  I 
don't  know. 

Q.  For  how  many  years  have  you  vouchers?     A.  Ten  years. 

Q.  What  record  have  you  of  the  legal  services  rendered?  A. 
I  have  none. 

Q.  Have  you  anything  beyond  the  receij/t  for  the  retainer? 
A.  No,  sir. 

Q.  I  find  here  a  voucher  from  Governor  Hill  under  date  of 
March  20,  1895.  Was  that  the  first  that  you  have?  A.  That  is 
the  first  that  I  have,  yes,  sir. 

ME.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  389.) 

Q.  Who  is  Thomas  D.  Husted  ?     A.  I  don't  know,  Mr.  Hughes. 
Q.  Do  you  know  whether  he  was  related  to  James  W.  Husted  ? 
A.  I  think  so,  but  I  am  not  positive. 
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Q.  Was  lie  his  brother?     A.  I  don't  know. 

Q.  "Was  lie  a  son  of  James  W.  Husted?  A.  I  don't  know  Ms 
relationship. 

Q.  For  how  long  a  time  has  he  been  in  receipt  of  money  from 
the  Equitable  ?  A.  I  don't  think  that  runs  for  more  than  four  or 
five  years,  Mr.  Hughes. 

Q.  Down  to  about  1900  ?     A.  About  that  time. 

Q.  Have  you  any  record  of  any  legal  proceedings  in  which  he 
was  engaged?     A.  No,  sir. 

Q.  Or  any  voucher  aside  from  the  receipt  for  legal  services? 
A.  No,  sir. 

Q.  Who  is  W.  P.  Stewart?  A.  W.  P.  Stewart,  I  think,  is 
head  of  the  Agency  Department  of  the  Mutual  Life,  Instructor  of 
Agents,  or  something. 

Q.  I  find  voucher  under  date  of  February  18,  1905,  for  pro- 
fessional services  to  date,  $2,792.91,  Eeceived  Payment,  W.  P. 
Stewart,  Professional  Actuary.     A.  Yes. 

Q.  What  was  the  nature  of  those  services  ?  A.  I  have  always 
understood  that  those  services  were  in  connection  with  the  cal- 
cidating  of  some  rate  of  surrender  values,  that  Mr.  Hyde  got 
Mr.  Stewart  to  do  for  us. 

Q.  I  find  here  another  voucher,  "  Thomas  D.  Husted."  Can 
you  tell  me  how  much  he  was  paid  a  year  during  the  time  he  was 
paid  ?  A.  That  is  the  only  voucher.  If  Mr.  Fleming  will  let  me 
have  the  list  he  has  I  can  tell  you  from  those.  I  think  that  was 
the  only  payment  a  year,  Mr.  Hughes. 

Q.  There  was  another  one  of  five  hundred  dollars  we  had  a 
moment  ago.  A.  I  think  that  was  a  special  payment,  two  pay- 
ments in  that  year. 

Q.  I  asked  you  if  you  could  tell  me  the  total  amount  paid  Mr. 
Husted  annually?  A.  My  impression  is  it  was  only  one  thou- 
sand dollars,  but  there  was  a  special  payment  of  five  hundred 
dollars  in  that  one  year.     I  can  have  those  all  figured  up  for  you. 

Q.  Who  is  John  A.  Nichols?     A.  An  attorney  in  this  city. 

Q.  What  legal  services  has  he  rendered  ?     A.  I  don't  know. 

Q.  Have  you  any  record  of  any  services  rendered  by  him  ?  A. 
I  have  not,  no,  sir. 

Q.  Is  there  in  your  department  any  record  of  any  legal  pro- 
ceedings in  his  charge  ?     A.  No,  sir. 

Q.  For  how  long  a  time  has  he  been  retained  by  the  company  ? 
A.  I  don't  know. 
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Q.  The  voucliers  that  you  have  here  run  back  as  far  as  1895? 
A.  Yes,  sip. 

Q.  The  payments  amount  to  about  how  much  a  year  ?  A.  One 
thousand  dollars. 

Q.  I  see  here  one  payment  in  1900  to  Mr.  Nichols  in  the  matter 
of  Browniag.  Was  there  any  legal  proceeding  in  the  matter  of 
Browning  that  you  know  of  ?     A.  No,  sir,  none  on  my  record. 

Q.  Is  there  any  information  that  .you  have  on  the  matter  of 
Browning  in  which  the  Equitable  was  interested  ?     A.  No,  sir. 

ME.  HUGHES :  I  will  have  the  voucher  I  have  just  mentioned 
marked  for  identification. 

(Paper  marked  No.  390  for  identification.) 

Q.  I  find  another  voucher  of  December  28,  1901,  to  John  A. 
Nichols  for  fee  and  disbursements  in  the  matter  of  J.  B.  Bride 
as  per  instructions.  Is  there  any  of  J.  B.  Bride  that  you  know 
of?     A.  None  on  my  record. 

Q.  Are  your  records  supposed  to  be  complete  of  legal  pro- 
ceedings or  legal  matters  in  which  the  Equitable  is  interested? 
A.  They  are  supposed  to  be  complete  so  far  as  all  litigation  in 
the  United  States  is  concerned. 

Q.  You  never  heard  oi  the  matter  of  J.  B.  Bride  except  from 
this  voucher?     A.  No,  sir. 

MB.  HUGHES :    I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  No.  391  for  identification.) 

Q.  I  find  another  voucher  under  date  of  December  26,  1903, 
of  John  A.  Nichols  stated  to  be  in  the  matter  of  Bliven.  Was 
there  any  matter  of  Bliven  so  far  as  your  records  and  informa- 
tion goes?    A.  No,  sir. 

MR.  HUGHES:  I  will  have  that  paper  marked  for  identifi- 
cation. 

(Paper  marked  Exhibit  392  for  identification.) 

Q.  I  find  another  voucher,  December  20,  1904,  to  John  A. 
Nichols  in  the  matter  of  Pearson,  $1,000.  Was  there  any  matter 
of  Pearson  so  far  as  you  know  ?    A.  No,  sir. 

Q.  It  seems  that  the  charge  in  the  matter  of  Bliven,  Pearson 
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&  Browning  and  J.  B.  Bride  was  always  an  even  thousand  dollars. 
That  was  the  amount  which  Mr.  Nichols  always  received  yearly  ? 
A.  Yes,  sir. 

Q.  Have  you  got  the  bundle  for  1896?  A.  Yes  (producing 
paper). 

Q.  I  find  on  some  of  these  vouchers  a  blue  stamp  and  on  some 
a  red  stamp.  Is  there  any  significance  in  the  color?  A.  The 
blue  stamp  means  that  the. payment  was  made  in  cash  and  the 
red  stamp  by  check. 

Q.  I  show  you  a  voucher  of  April  4,  1896.  Was  that  paid  in 
cash  ?    A.  I  think  it  was  paid  in  cash. 

MR.  HIJQ-I-IES :  I  offer  that  in  evidence. 
(Paper  marked  Exhibit  393.) 

Q.  What  is  this  memorandum  that  I  find  in  pencil,  whose  hand- 
writing is  that  in?  A.  It  is  the  handwriting  of  Mr.  JamesrW. 
Alexander. 

MR.  HUGHES :  I  offer  that  with  the  accompanying  voucher 
in  evidence. 

(Papers  marked  Exhibits  394-A  and  394-B.) 

Q.  I  find  here  a  voucher  of  Tracy,  Boardman  &  Piatt  for 
$15,000,  September  17,  1896,  with  a  red  stamp,  paid  in  check. 
Were  Tracy,  Boardman  &  Piatt  regular  attorneys  of  the  Society? 
A.  No,  sir. 

Q.  What  legal  services  were  rendered  for  that?  A.  I  don't 
know. 

Q.  Have  you  a  record  of  the  legal  services  for  which  that  was 
paid?    A.  No,  sir. 

Q.  Were  Tracy,  Boardman  &  Piatt  under  a  regular  retainei- 
from  the  Equitable?    A.  Not  that  I  know  of . 

Q.  Do  you  know  Charles  R.  Brayton  of  Providence,  R.  I.? 
A.  No,  sir. 

Q.  I  have  a  voucher  of  Charles  R  Brayton  here,  which  I  will 
offer  in  evidence. 

(Paper  marked  Exhibit  395.) 

Q.  Have  you  any  record  of  the  professional  services  referred 
to  in  that  voucher  ?     A.  No,  sir. 
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Q.  Who  was  Schlosser  &  Wood  of  Fishkill  Landing,  New  York  ? 
A.  I  don't  know. 

Q.  Have  you  any  record  of  any  legal  proceedings  in  hebalf  of 
the  Society  or  legal  matters  attended  to  by  them  for  the  Society 
other  than  the  voucher  which  you  hand  me  ?  A.  No,  sir,  there  is 
no  such  record  in  my  office. 

ME.  HUGHES :     I  offer  the  paper  in  evidence. 
(Marked  Exhibit  396.) 

Q.  Blue  stamp,  was  that  paid  in  cash  ?  A.  Paid  in  cash,  yes, 
sir. 

Q.  I  see  in  1896  apparently  as  in  1895,  Mr.  Husted  had  $500 
in  addition  to  the  $1,000.  Do  you  recognize  that  (handing 
paper)  ?     A.  Yes. 

Q.  Have  you  the  list  for  1897  ?  A.  Yes,  sir  (producing 
paper). 

Q.  I  show  you  a  voucher,  April  1,  1897,  James  F.  Pearce,  to 
general  retainer  as  counsel  for  the  coming  year,  $2,500,  with  a 
blue  stamp.  Was  that  paid  in  cash  to  Mr.  Pearce  ?  A.  Paid  in 
cash. 

Q.  Was  that  the  beginning  of  his  retainer  by  the  company? 
A.     The  first  one  I  have  in  this  file. 

Q.  Do  you  happen  to  recall  whether  he  was  previously  re- 
tained ?    A.  I  know  of  no  previous  retainer. 

Q.  And  was  his  retainer  continued  until  the  time  of  his  death  ? 
A.  Yes,  until  the  first  of  this  year,  the  time  of  his  death. 

Q.  And  at  the  same  rate  ?     A.  Yes. 

Q.  Was  it  paid  in  cash  regularly  ?  A.  That  I  cannot  tell,  ex- 
cept by  inspecting  each  voucher  when  they  turn  up. 

Q.  Who  is  Eobert  Luscombe  ?     A.  I  don't  know. 

Q.  Do  you  know  from  what  State  he  is  ?  A.  My  impression  is 
it  is  Missouri. 

Q.  I  show  you  a  voucher  dated  January  25,  1897,  with  a  blue 
stamp — a  payment  to  him  of  two  hundred  dollars.  That  was  paid 
to  him  in  cash  ?     A.  Yes,  sir. 

Q.  Who  is  James  M.  I^ewis,  of  St  Louis,  Missouri?  A.  I 
don't  know,  Mr.  Hughes. 

Q.  Have  you  any  record  of  the  services  rendered  by  him  ?  A. 
No,  sir. 
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ME.  HUGHES :  I  offer  the  voucher  in  evidence. 

(Voucher  marked  Exhibit  J^o.  389,  and  read  by  Mr.  Hughes.) 

Q.  Here  is  another  voucher  from  Eobert  Luscombe  from  Mil- 
waukee, Wisconsin,  indicating  that  he  -was  a  Wisconsin  man.  A. 
I  was  mistaken  in  saying  that  he  was  from  Missouri. 

Q.  I  see  on  the  back  of  that  in  red  ink  "R  Luscombe,  A. 
Hamilton."  What  does  that  mean?  A.  I  am  not  able  to  ex- 
plain it. 

ME.  HUGHES :     I  offer  the  voucher  in  evidence. 

(Voucher  marked  Exhibit  No.  389,  and  read  by  Mr.  Hughes.) 

Q.  What  matters  were  pending  in  Milwaukee  at  that  time  or 
in  Wisconsin  ?     A.  I  don't  know ;  I  have  nothing  to  do  with  it. 

Q.  There  was  no  litigation  there  at  that  time  ?  A.  ITone  that 
I  recall  at  the  moment. 

Q.  I  show  you  a  voucher  of  S.  S.  Olds,  June  2,  1899,  one  thou- 
sand dollars.  Was  there  any  litigation  in  which  he  was  connected 
there  ?    A.  I  recall  none  at  the  moment. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  JSTo.  399.) 

THE  OHAIEMAN :  Has  the  witness  looked  up  his  records  to 
ascertain  whether  or  not  there  was  any?  He  says,  "Not  that  I 
recall  at  the  moment  " ;  it  would  be  rather  strange  if  he  did  recall. 

THE  WITNESS :  Not  that  I  recall,  I  meant  that  as  a  positive 
statement. 

(Exhibit  No.  399  was  read  by  Mr.  Hughes.) 

Q.  I  find  another  voucher  of  James  M.  Levws,  under  date  of 
June  8,  1899,  for  three  thousand  three  hundred  and  thirty-three 
dollars  and  thirty-three  cents,  vdth  blue  stamp.  That  would  indi- 
cate that  it  was  paid  to  Mr.  Lewis  in  cash  ?    A.  Yes,  sir. 

ME.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  400,  and  read  by  Mr.  Hughes.)! 
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Q.  Do  you  know  why  that  was  three  thousand  three  hundred 
and  thirty-three  dollars  and  thirty-three  cents  ?  A.  I  cannot  posi- 
tively say.  It  looks  very  much  as  thftugh  it  were  onerthird  of  some 
amount. 

Q.  It  looks  like  a  third  of  ten  thousand  dollars,  doesn't  it  ?  —  do 
you  know  who  paid  the  rest  of  the  ten  thousand  dollars  ?  A.  No, 
sir. 

Q.  I  see  that  Governor  Hill's  retainer  in  1900  was  advanced 
to  seven  thousand  five  hundred  dollars.  Was  that  simply  for  that 
year  ?  A.  That  is  my  recollection, —  that  was  the  only  year  that 
amount  was  paid.  The  statement  Mr.  Fleming  has  will  show 
positively,  I  suppose. 

Q.  I  have  a  voucher  here  of  May  17,  1901,  to  S.  S.  Olds,  ser- 
vices as  counsel,  five  hundred  dollars ;  was  that  also  in  connection 
with  matters  pertaining  to  legislation  ?  A.  I  don't  know,  I  pre- 
sume it  is. 

Q.  I  see  here  a  memorandum  or  voucher — is  that  W.  D.  Brem- 
ner  ?    A.  Yes. 

Q.  Isn't  he  connected  with  the  society  ?  A.  Yes,  sir,  assistant 
treasurer. 

Q.  Can  you  explain  why  a  voucher  should  be  made  by  him  for 
legal  expenses?  A.  Mr.  Bremner  told  me  that  he  had  collected 
the  cash,  I  think,  from  the  cashier. 

Q.  Did  he  state  what  he  had  done  vsdth  the  cash  ?  A.  Said  he 
handed  it  to  Mr.  Mclntyre. 

Q.  And  signed  the  voucher  at  Mr.  Mcln tyre's  request  ?  A.  Yes, 
sir. 

Q.  I  find  here  a  voucher,  Chicago,  June  1,  1903,  Edward  F. 
O'Brien,  for  $1,666.66,  for- legal  services.  Was  that  one-third  of 
an  amount  of  five  thousand  dollars,  paid  by  three  companies  ?  A. 
That  I  don't  know. 

Q.  Are  you  familiar  with  payments  which  have  been  made  in 
connection  with  matters  before  the  Insurance  Depai*tment  of  any 
State  ?    A.  I  did  not  quite  hear  all  of  your  question. 

Q.  I  say,  are  you  acquainted  with  payments  that  have  been 
made  by  the  Equitable  in  matters  pertaining  to  the  Insurance  De- 
partment, or  its  action  in  any  States  ?  A.  Not  necessarily.  I  may 
know  in  certain  specific  cases. 

Q.  Well,  I  understand  that  there  was  a  matter  in  California 
where  the  eompany  was  required  to  spend  considerable  money? 
A.  I  was  familiar  with  that. 
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Q.  Will  you  please  state  that  transaction?  A.  That  trouble 
began  in  1897.  A  man  named  Andrew  J.  Cluni©  was  Insurance 
Commissioner  of  California  at  that  time.  He  was  very  zealous 
in  defending  the  interests  of  policyholders  in  his  State,  and  about 
the  1st  of  June,  1897,  he  addressed  a  communication  to  the 
Attorney  General  of  the  State  of  California,  to  the  effect  that 
the  Equitable  was  not  entitled  to  do  business  in  that  State,  be- 
cause it  was  not  complying  with  the  Laws  of  California,  particu- 
larly because  our  capital  stock  was  only  one  hundred  thousand 
dollars,  and  the  California  Law  required  two  hundred  thousand 
dollars.  The  Attorney  General  of  California  rendered  an  opinion 
to  the  effect  that  the  Equitable  was  legally  licensed  tO'  do  busi- 
ness in  California.  That  disposed  of  that  phase  of  the  matter. 
Thereupon  the  Commissioner  wrote  us  a  letter  requiring  us  to 
furnish  him  immediately  at  his  office  in  California  a  list  of  all  the 
policies  issued  by  the  Society  in  California,  from  January  1,  1880, 
down  to  1897,  giving  the  date  of  issuance,  age  at  issuance,  name, 
address,  amount,  premium,  kind  of  policy,  whether  same  was  in 
force,  reason  and  time  for  discontinuance,  if  terminated  by  death, 
amount  paid  in  settlement,  if  terminated  by  lapse,  what  credits 
had  been  made  on  account  of  reserve.  My  recollection  is  he 
wished  to  compel  us  to  go  back  and  review  all  the  lapses  that  had 
occurred  during  the  past  seventeen  years,  all  the  death  claims  that 
had  been  paid  and  see  if  a  larger  amount  could  not  be  declared 
payable  to  its  policyholders.  We  employed  counsel  in  San  Fran- 
cisco to  represent  us  at  a  hearing  which  the  Commissioner  ap- 
pointed to  be  held.  Our  counsel  filed  briefs  and  the  hearing  was 
towed  along  for  something  like  three  years.  About  the  middle  of 
1890,  he  made  a  demand  on  the  Society  that  we  should  furnish 
him  with  a  complete  list  with  all  our  policies,  that  he  might  make 
a  complete  valuation  of  all  our  policies  in  California.  He  desired 
compensation  of  course  at  the  rate  which  the  law  allowed,  3  cents 
per  (liousand,  which  would  make  his  total  fees  on  our  outstanding 
business  at  that  time  about  $33,000. 

Q.  Three  cents  per  thousand  what?  A.  Of  the  outstanding 
insurance  face  value  of  policies.  He  made  the  same  demand  of 
all  the  others,  it  is  my  recollection.  It  would  cost  .us  about 
$40,000  to  have  got  the  material  ready  to  enable  him  fb  make  the 
valuation  in  the  first  place;  then  his  fee  would  have  been  $33  000 
approximately  for  his  services  after  we  had  furnished  him  the 
information.    He  then  said  that  he  would  be  satisfied  if  we  would 
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permit  an  examination  of  the  Society  by  a  disinterested  expeil;, 
and  he  appointed  Ex-Governor  Budd  of  California  to  make  the 
examination.  Governor  Budd  came  on  here,  came  to  the  Equi- 
.table  office;  I  know  he  went  to  the  Mutual  and  the  New  York 
Life,  whether  to  any  other  companies  I  don't  know,  and  declared 
himself  satisfied  with  the  condition  of  the  three  companies  and 
we  got  a  renewal  of  our  license.    That  is  the  whole  of  the  episode. 

Q.  Were  any  moneys  paid  in  connection  with  the  matter  ?  A. 
Yes,  sir,  during  the  hearing,  which  as  I  say  lasted  for  about  three 
years  we  paid  the  sum  of  $250  a  month  to  our  counsel  in  San 
Prancisco  who  represented  us  before  the  commission.  At  the 
close  of  the  entire  episode  we  paid  the  bill,  you  have  the  voucher 
there  among  these  papers,  I  think  amounting  to — approximating 
—  this  is  merely  a  memorandum  of  it  —  approximating  $14,- 
.166.66. 

Q.  And  to  whom  was  that  payment  made?  A.  That  payment 
was  made  to  W.  H.  Chickering,  who  was  attorney  of  the  Mutual 
Life  in  San  Francisco. 

Q.  How  did  it  happen  to  be  made  to  W.  H.  Chickering?  A. 
He  came  on  to  New  York  with  Governor  Budd. 

Q.  Did  Mr.  Chickering  represent  the  Equitable  Life  in  this 
matter?    A.  He  did  at  one  time,  yes,  sir. 

Q.  At  what  time?  A.  Eight  toward  the  close  of  the  nego- 
tiations, the  whole  proceeding. 

Q.  How  long  before  the  close?  A.  Not  more  than  three  or 
four  weeks. 

Q.  Had  he  done  anything  for  the  Equitable  in  that  time  ?  A. 
He  had  attended  a  number  of  consultations  regarding  the  situ- 
ation in  California,  with  reference  to  the  examination  of  the 
Society. 

Q.  What  was  this  $14,000  paid  for?  A.  (Witness  produced 
paper).  ^ 

Q.  Is  this  the  voucher?  A.  Yes,  I  presume  so.  It  was  in 
those  other  files. 

MR  HUGHES     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  401,  and  read  by  Mr.  Hughes.) 

Q.  Did  you  receive  any  accounts  from  Mr.  Chickering  of  the 

disbursements  or  expenses  included  in  this  amount?    A.  Yes,  sir. 

Q.  Have  you  got  it  there  ?    A.  The  voucher  is  not  here.    The 
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umount  is  alrout  $3,5000.    It  was  on  that  list  Mr.  Fleming  has  — 
1901,  one  of  the  first  items  paid. 

Q.  You  misunderstood  me.     I  am  asking  whether  you  have 
any  account  of  the  expenses  or  disbursements  which  are  included . 
in  the  $14,166.66?     A.  No,  sir. 

Q.  Eeceived  by  Mr.  Chickering?    A.  ISTo,  sir. 

Q.  Did  you,  apart  from  this  $14,166,66,  pay  your  own  attor- 
ney?    A.  We  paid  $3,325  to  Mr.  Chickering. 

Q.  In  addition  to  this  amount  ?    A.  In  addition  to  that  $14,000. 

Q.  That  is  for  Mr.  Chickering'a  services  ?  A.  For  Mr.  Chick- 
ering's  services. 

Q.  And  did  you  pay  your  own  attorney,  that  is,  the  attorney 
for  the  Equitable,  for  the  services  that  had  been  rendered  in  the 
course  of  these  matters?  A.  'No.  There  is  one  explanation  due 
there,  Mr.  Hughes.  The  Society's  own  attorney  in  San  Fran- 
cisco who  represented  us  during  these  entire  negotiations  was 
E.  S.  Pillsbury,  who  received  no  compensation  whatever.  There 
was  an  attorney  employed  to  represent  the  Society  before  the 
Commissioner,  who  received  $250  a  month  from  us  during  the 
time  he  represented  us. 

Q.  And  that  $250  a  month  was  independent  of  the  amount  paid 
Mr.  .Chickering  either  in  the  $14,000  or  in  his  $3,300  ?  A.  It 
was,  yes,  sir. 

Q.  So  that  no  part  of  this  $14,166.66  went  for  any  services 
rendered  on  behalf  of  the  Equitable  ?    A.  No,  sir. 

Q.  Are  you  a  relative  of  Mr.  Kichard  A.  McOurdy?  A.  No, 
sir,  I  am  not. 

Q.  Were  any  other  payments  made  in  connection  with  this 
matter?    A.  By  the  Equitable? 

Q.  Yes.  A.  Only  the  $250  a  month  and  Mr.  Chickering's  bill 
and  bill  for  his  own  personal  services. 

Q.  Were  there  payments  ^o  a  Mr.  Parsons?  A.  That  is  a 
monthly  payment  to  the  attorney  in  San  Francisco.  I  may  say 
Mr.  Parsons'  connection  with  the  matter  was  very  simple.  Mr. 
Parsons  at  that  time  was  cashier  of  Wells-Fargo  Express  Com- 
pany and  the  payment  was  made  to  him  and  he  sent  an  express 
company  check  to  San  Francisco.  He  had  no  personal  connection 
with  the  matter. 

Q.  To  whom  did  Mr.  Parsons  remit?    A.  That  I  don't  Imow. 

Q,  Did  anybody  render  services  to  the  Equitable  that  you  know 
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of  for  the  $250  a  month?  A.  I  have  been  told  that  the  services 
were  rendered  by  a  brother  of  the  Insurance  Commissioner. 

Q:  Did  you  get  any  record  of  the  services  ?    A.  No,  sir. 

Q.  How  did  you  happen  to  send  the  $250  a  month,  who  re- 
quested it?     A.  Our  counsel  in  San  Francisco,  Judge  Pillsbury. 

Q.  For  how  long  a  time  did  that  continue  ?  A.  For  about  three 
years. 

Q.  Now,  let  me  have  those  Parsons  vouchers  identified.  Will 
you  take  this  list,  which  has  been  made  up  of  law  expenses,  and 
be  good  enough  to  identify  the  Parsons  vouchers?  A.  The  total 
amount  is  $9,000,  if  that  is  what  you  are  reaching. 

Q.  The  total  amount  was  $9,000?  A.  Three  years,  $3,000  a 
year  for  three  years. 

Q.  Who  told  you  those  payments  were  made  to  the  brother  of 
the  Commissioner?  A.  Judge  Pillsbury.  That  is  all  you  wanted 
them  identified  for? 

ME.  HUGHES:     That  is  all,  yes. 

Q.  Is  there  any  other  demand  that  was  made  upon  the  com- 
pany by  the  Commissioner  in  addition  to  this  you  have  men- 
tioned, during  this  time  ?  A.  Yes,  sir,  at  the  close  of  the  year 
1899  when  we  were  compelled  to  file  our  annual  statement  with 
the  California  Insurance  Department,  the  Commissioner  asked 
something  like  forty  different  questions  in  addition  to  the.  infor- 
mation required  by  the  blanks,  and  many  of  which  it  was  practi- 
cally impossible  for  the  Society  to  answer — our  records  were  not 
kept  in  a  way  to  enable  us  to  answer  questions  of  that  kind.  He 
also  in  those  questions  reverted  to  this  question  of  the  Society's 
right  to  do  business  under  its  charter  in  California,  and  asked  a 
number  of  questions  along  that  line,  practically  a  rehash  of  the 
entire  demands  made  previously  with  a  few  additional  questions 
asked  which  he  knew  it  was  practically  impossible  for  us  to  an- 
swer because  our  books  were  not  kept  that  way.  I  will  find  that. 
There  is  the  demand  entirely,  Mr.  Hughes,  a  copy  of  it,  at  least. 

(Handing  paper  to  counsel.) 

MR.  HUGHES:  Well,  it  does  not  seem  to  be  necessary  to  go 
into  details  of  the  matter  if  we  have  the  substance  of  it.  Have 
you  had  any  experience  at  all  like  this  with  any  other  insurance 
commissioner?     A.  Not  to  my  personal  knowledge,  Mr.  Hughes. 

Y9 
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Q.  What  amount  lias  the  Society  paid  in  connection  with  exam- 
inations by  an  insurance  department  in  the  last  few  years?  A. 
That  is  a  question  I  am  not  prepared  to  answer. 

Q.  In  what  department  would  such  expenditures  appear  of 
record?  A.  That  I  cannot  answer  offhand  either,  it  all  depends 
on  the  nature  of  the  matter  which  came  up. 

Q.  Take  the  ordinary  case  of  an  examination,  expenses  in  con- 
nection with  a  departmental  examination,  in  what  department 
would  that  be  booked?  A.  In  the  case  of  all  the  examinations 
made  by  the  New  York  Insurance  Department  the  vouchers  have 
been  paid  through  the  comptroller's  office. 

Q.  In  case  of  other  examinations  made,  how  have  they  been 
paid?  A.  I  should  presume  they  would  be  paid  in  the  same  way, 
but  that  I  don't  know. 

Q.  You  have  no  record  in  your  department  unless  there  is  some 
matter  which  comes  under  the  head  of  legal  expenses  or  legal  dis- 
bursements?    A.  No,  sir. 

Q.  Now,  apart  from  the  payments  that  have  been  made  to  the 
counsel  of  the  Society,  regularly  employed  counsel  of  the  Society, 
are  there  any  payments  of  record  in  your  department  to  anybody 
in  connection  with  proceedings  by  insurance  departments  of  any 
State?  A.  There  are  none  that  I  could  recall.  I  shoul4  have 
to  look  to  answer  that  intelligently. 

Q.  You  can  make  an  examination?     A.  I  can,  yes,  sir. 

Q.  You  have  said  that  Mr.  Chickering  was  the  repregentaive 
of  the  Mutual  Life  in  San  Francisco.  Was  the  Mutual  Life  under 
examination  at  this  time?     A.  Yes,  sii 

Q.  Was  the  New  York  Life  under  examination  at  this  time? 
A.  Yes,  sir. 

Q.  Were  the  Mutual  and  New  York  Life  under  examination 
for  about  the  same  period  that  the  Equitable  was  under  examina- 
tion?    A.  Yes,  sir. 

Q.  Was  this  amount  $14,166.66  one-third  of  the  total  amount 
that  was  paid  Mr.  Chickering  ?     A.  That  I  don't  know. 

Q.  When  Mr.  Chickering  came  on  here  with  Governor  Budd 
did  you  have  a  consultation  or  was  there  a  consultation  with  him 
on  the  part  of  the  persons  representing  the  Equitable  and  also 
persons  representing  the  Mutual  and  the  New  York  Life  ?  A. 
There  were  consultations  with  our  ovni  people.  I  don't  know 
whether  they  had  a  consultation  with  the  Mutual  Life  people  or 
not,  or  the  New  York  Life  people. 
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Q.  Did  the  proceedings  against  the  Mutual  and  the  New  York 
Life  and  Equitable  terminate  about  the  same  time?  A.  It  did; 
yes,  sir. 

BY  MR  COX: 

Q.  How  long  was  Governor  Budd  here  at  the  time  making  his 
examination  of  the  three  companies?  A.  Governor  Budd  wS,s 
here  for  several  weeks. 

Q.  How  much  time  did  he  spend  in  his  examination  which  you 
said  he  made  of  your  company  ?  A.  That  I  do  not  recall.  I  had 
nothing  to  do  with  that  examination. 

Q.  About  how  much  time  —  haven't  you  any  idea  ?  A.  I  have 
not  at  all.     I  had  nothing  to  do  with  the  Governor  after  he  arrived. 

BY  ME.  HUGHES:  -      ,       • 

Q.  During  the  time  that  this  $250  a  month  was  paid  in  the 
manner  you  have  described,  what  was  being  done  in  California 
on  behalf  of  the  Equitable?  A.  There  was  supposed  to  be  an 
open  hearing  before  the  Insurance  Commissioner  on  the  subject 
of  the  interpretation  of  one  of  the  California  laws. 

Q.  Well,  how  many  sessions  were  there  on  that  hearing?  A. 
Oh,  there  were  as  many  as  a  dozen  —  I  don't  know  the  exact 
number. 

Q.  What  period  did  those  dozen  hearings  cover?  A.  They 
were  distributed  during  the  entire  three  years,  sir. 

BYMR.  WEMPLE:  ;:'  - 

Q.  Was  Governor  Budd  an  attorney?    A.  Yes,  sir;  he  was. 
Q.  Had  he  been  connected  with  the  Insurance  Department  of 
that  State  ?     A.  No. 

BY  MK.  HUGHES: 

Q.  Well,  do  you  know  whether  he  as  Governor  appointed  Mr. 
Clunie  Insurance  Commissioner?  A.  I  am  not  positive,  but  I 
think  that  he  had.     I  would  not  make  that  assertion. 

Q.  Now,  you  have  shown  great  familiarity  with  this  matter^ 
Did  you  go  to  California  ?     A.  Yes,  sir,  I  did. 

Q.  Did  you  look  into  the  matter  there  —  I  mean  did  you  be- 
come conversant  with  those  proceedings  while  you  were  in  Cal- 
ifornia ?     A.  Yes,  I  was  familiar  with  them. 
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Q.  Did  you  know  whether  this  gentleman  you  were  paying  two 
hundred  and  fifty  dollars  a  month  to,  according  to  the  information 
of  Judge  Pillsbury,  was  acting  for  your  company  — that  is,  did 
he  do  anything  for  your  company  ?    A.  No,  I  should  say  not. 

Q.  Did  you  ever  see  him?    A.  No,  sir. 

B«f  ME.  WBMPLE:        •  s  C  "^  "  *+  -^  V 

Q.  "Was  Governor  Budd  an  expert  accountant  ?    A.  No,  sir. 

Q.  What  particular  work  did  he  do  while  he  was  here?  A. 
Govrernor  Budd  during  his  entire  stay  in  New  York  dealt  with 
Mr.  Chickering.     I  don't  know  vihat  passed  Between  them. 

Q.  Do  you  know  whether  he  examined  any  of  the  books  of  the 
Equitable  or  not  ?    A.  That  I  cannot  —  no,  sir. 

Q.  Spent  most  of  the  time  with  Mr.  Chickering  ?    A.  Yes,  sir. 

Q.  Did  Mr.  Chickering  ever  tell  you  how  the  money  was  dis- 
bursed?   A.  No,  sir. 

BY  ME.  HUGHES: 

Q.  Will  the  Committee  excuse  me  a  moment. 

THE  CHAIEMAN:  Yes. 
BY  ME.  HUGHES:        :  .,; 

Q.  How  long  were  you  in  California,  Mr.  McCurdy?  A.  Six 
weeks. 

Q.  Did  you  go  there  more  than  once?  A.  No;  I  remained  in 
the  city  during  the  entire  time. 

Q.  What  part  of  the  time  during  which  this  matter  was  on 
were  you  there?  A.  I  was  there  in  July,  1900.  The  m>atter  was 
closed  up  about  the  middle  of  October. 

Q.  And  during  that  time  you  did  not  meet  Mr.  Clunie  who 
was  supposed  to  represent  you,  at  all?  A.  No,  sir.  I  may  say, 
Mr.  Hughes,  that  the  real  purpose  of  my  going  to  California  was 
to  confer  with  Judge  Pillsbury  and  counsel,  who  had  succeeded 
in  getting  an  injunction  restraining  the  Insurance  Commissioner 
from  enforcing  his  demands  at  that  particular  moment.  He  tried 
to  revoke  our  license  as  you  will  see  by  the  paper  I  handed  you; 
and  I  went  out  there  to  confer  with  Judge  Pillsbury  about  the 
injunction  proceedings  he  had  started  against  the  Commissioner. 
That  was  entirely  independent  of  this  other  matter  I  have  spoken 
of. 


Testimony  of  Samuel  8.  McCurdy.  2501 

Q.  Do  you  know  whether  the  Mutual  Life  and  New  York  Life 
were  also  paying  two  hundred  and  fifty  dollars  a  month?  A. 
They  were;  yes,  sir. 

Q.  To  the  same  man?    A.  Yes,  sir. 

Q.  In  the  same  way?    A.  Yes,  sir. 

Q.  For  the  same  period?     A.  Yes,  sir. 

Q.  And  do  you  know  whether  any  services  were  rendered  to 
the  ITow  York  Life  and  the  Mutual  Life  for  the  two  hundred 
and  fifty  dollars?  A.  The  services  rendered  to  the  New  York 
Life  and  the  Mutual  were  the  services  rendered  to  the  Equitable. 

Q.  And  those  payments  ended,  I  suppose,  when  this  matter  was 
closed  up,  October,  1900  ?  A.  They  ended  with  the  end  of  that 
year;  yes,  sir. 

Q.  Were  there  payments  after  the  settlement?  A.  At  the  time 
of  the  settlement,  and  counsel  fees  were  paid  to  the  end  of  the 
year. 

Q.  Eor  the  two  hundred  and  fifty  dollars  a  month?  A.  Yes, 
sir. 

Q.  By  each  company?    A.  Yes,  sir. 

Q.  Now,  Mr.  McCurdy,  if  there  are  any  more  facts  in  regard 
to  that  matter  which  the  public  and  the  Committee  should  know 
I  would  be  very  glad  to  have  you  state  them.  We  want  all  the 
transactions.  Of  course,  I  do  not  want  the  details  of  these 
demands  that  were  made,  and  the  details  of  the  corres- 
pondence, but  I  would  like  to  have  all  the  facts  that  appertain 
to  the  settlement  and  to  the  payments  which  were  made,  and 
to  the  general  character  of  the  proceeding's,  which  seemed  to  re- 
quire such  payments  for  your  peace.  A.  Well,  I  said  in  the 
outset  of  this  explanation  that  the  legal  fee  which  the  Commis- 
sioner could  have  demanded  from  the  Society  was  thirty-three 
thousand  dollars,  that  was  his  legal  right,  under  the  law  of  his 
State.  It  would  have  cost  us  something  like  forty  thousand  dol- 
lars, more  or  less,  or  about  that  amount,  to  have  jirepared  the 
necessary  record,  to  send  to  him  in  California.  I  may  say,  among 
his  other  demands  there  was  one  to  the  effect  that  we  must  keep 
a  complete  set  of  all  our  books  at  the  office  of  our  agency  in  San 
Francisco. 

There  was  s  —  to  take  the  item  of  the  valuation  alone,  there 
would  have  been  an  expense  of  seventy-three  thousand  dollars,  ap- 
proximately, seventy-five  thousand  dollars,  which  he  could  have 
forced  upon  us.    There  was  a  question  of  the  construction  of  one  of 
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the  California  Laws,  which  was  copied  from  the  New  York  Statute 
which  is  plain  and  explicit,  but  in  transcribing  the  statute  ai^  the 
California  books  a  phrase  was  left  out,  which  left  the  Law  very- 
ambiguous,  and  if  the  Courts  of  his  State  had  sustained  the  forced 
construction  which  the  Commissioner  placed  upon  it,  it  would 
have  involved  us  in  very  heavy  litigation  at  least.  The  other  de- 
mand which  I  have  faintly  outlined  was  such,  that  if  that  had 
been  enforced  we  should  have  been  obliged  in  self-respect  to  have 
retired  from  the  State.  Our  California  agency  is  a  very  fine  one; 
we  have  a  large  outstanding  business  in  the  State,  so  you  see  that 
the  matters  which  were  at  stake  were  very  important,  and  the 
expense  that  might  have  been  forced  upon  us  was  very  large. 

Q.  Those  were  the  reasons  which  led  to  your  making  these  pay- 
ments ?     A.  Those  are  positively 

BY  THE  CHAIEMAN: 

Q.  You  submitted  to  it  then,  I  judge,  as  an  alternative? 
-A.  Yes,  sir. 

BY  MR.  COX: 

Q.  I  understand,  Mr.  McCurdy,  that  the  States  generally  do 
not  make  these  independent  examinations  of  New  York  companies, 
is  that  so  ?     A.  That  is  the  general  custom. 

Q.  Can  you  tell  us  how  frequently  those  examinations  have 
been  made  independently  by  other  States?  A.  I  cannot,  offhand. 
They  are  not  very  numerous. 

Q.  Give  us  some  idea  to  the  best  of  your  judgment?  A.  The 
State  of  Missouri  a  number  of  years  ago  asked  the  privilege  of 
making  a  valuation,  but  after  negotiations  with  them,  and  ex- 
plaining what  was  involved,  they  agreed  to  accept  the  New  York, 
valuation.  Minnesota  once  made  a  valuation  of  our  outstanding 
obligations. 

Q.  How  long  ago?    A.  I  recall  those  two  at  the  moment. 

Q.  How  long  ago  was  the  Minnesota  valuation  made?  A.  Four 
or  five  years  ago. 

Q.  Do  you  recall  any  others?  A.  I  do  not  at  the  moment, 
no,  sir. 

Q.  Would  you  say  that  those  were  all  of  the  examinations, 
those  two  ?  A.  No,  I  would  not  say  those  were  all,  because  there 
might  have  been  some  demands  that  I  would  not  know  necessarily. 
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Q.  Do  you  recall  with  reference  to  the  fe^  of  Minnesota 
whether  they  were  as  large  as  the  California  charges?  A.  I  think 
not.  1  think  they  were  not  more  than  one  cent  a  thousand  in 
Minnesota. 

Q.  That  being  fixed  by  statute  ?  A.  That  being  fixed  by  statute. 

Q.  And  the  outstanding  insurance,  was  it  greater  or  less  than 
California?  A.  I  think  the  California  business  was  the  larger. 
I  am  not  familiar  with  this  agency  business  however. 

Q.  Can  you  give  us  an  idea  of  about  what  the  Minnesota  exam- 
ination cost  you  in  the  valuation  they  made  ?  A.  I  am  speaking 
entirely  from  recollection 

Q.  Yes.  A.  I  have  no  method  of  verifying  those  figures  up 
here.  My  impression  is  the  Minnesota  valuation  cost  us  about 
$5,000. 

Q.  I  understand  you  it  is  the  custom  generally  among  the 
States  to  take  the  New  York  valuation  of  the  New  York  com- 
panies ?     A.  Yes,  of  New  York  companies. 

Q.  There  is  that  rule  of  comity  between  the  states  ?     A.  Yes. 

Q.  Whereby  they  take  the  examination  of  their  own  state 
ordinarily?     A.  Yes. 

Q.  And  it  is  an  exceptional  thing  to  demand  an  independent 
examination  and  valuation?  A.  Yes,  it  is  an  exception?  A. 
Massachusetts  requires  its  own  valuation  each  year.  Massachu- 
setts never  takes  the  New  York  valuation. 

Q.  Let  us  have  it  on  record.  Does  it  every  year  make  a 
valuation  independently  of  the  New  York  valuation?  A.  Yes, 
it  makes  its  own  valuation  every  year.  The  Massachusetts  de- 
partment is  the  oldest  insurance  department  and  established  this 
method  at  its  inception,  and  has  done  it  ever  since. 

Q.  It  claims  that  right  by  virtue  of  being  the  oldest  insurance 
department?     A.  Yes. 

Q.  What  do  they  charge  for  their  work?  A.  I  should  have  to 
look  that  up. 

Q.  But  they  do  demand  a  fee?     A.  Yes,  it  is  a  very  small  one. 

BY  THE  OHAIKMAN: 

Q.  Do  you  know  whether  or  not  the  fees  in  California  are  paid 
to  the  Commissioner  or  into  the  State  treasury  by  law?  A.  I 
cannot  tell  you  offhand. 
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BY  ME.  WJIMPLE: 

Q.  They  are  paid  in  this  State  to  the  Commissioner  ?  A.  Yes, 
sir. 

THE  CHAIEMAJST:  Oh,  no,  in  this  State,  since  the  Higgins 
law,  all  fees  go  to  the  State  treasury.  I  would  like  to  have  that 
corrected  on  the  record. 

BY  THE  CHAIKMAN: 

Q.  Do  jon  know  personally  in  this  State  where  the  fees  go  to  ? 
A.  Most  of  our  remittances  are  made  direct  to  the  Superintendent 
of  Insurance  by  check  to  his  order. 

Q.  I  did  not  know  whether  you  knew  that  in  this  State  all  fees 
to  public  officers  like  the  Superintendent  of  Insurance  and  State 
officers  revert  to  the  State  treasury?  A,  Well,  they  might  be 
turned  over  by  him  then. 

Q.  Yes,  to  the  State  treasury. 

BY  MK.  HUGHES: 

Q.  I  wish  to  -identify  a  number  of  vouchers  which  you  have 
produced,  and  I  show  you  eight  vouchers  for  payments  to  John  A. 
Mchols,  beginning  January  28,  1895,  running' 1896,  1897,  1898, 
1899,  1901,  1903,  those  for  1900  and  1902  seem  to  be  missing. 
Are  these  vouchers  from  the  files  of  the  Society  and  are  they  the 
original  vouchers?  A.  They  are  produced  from  the  files  of  the 
Society  and  they  are  the  original  vouchers.  Are  you  sure  those 
are  not  there,  Mr.  Hughes,  that  list  will  show? 

MR.  HUGHES:     I  offer  these  vouchers  for  identification. 

(Papers  marked  Exhibits  402  to  407,  inclusive,  for  identifi- 
cation.) 

Q.  And  this  one  I  show  you  is  one  of  December  20,  1904,  for 
John  A.  Mchols?    A.  Yes. 

MR.  HUGHES:     I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  408  for  identification.) 

Q.  And  this  is  a  similar  one?  A.  Yes;  this  is  the  order  of  the 
cashier  tn  pay  the  money;  this  is  the  receipt  that  is  filed. 

Q.  Is  this  an  original  voucher  produced  from  the  files  of  your 
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Society  under  date  of  October  11,  1897,  with  an  attached  memo- 
randum under  date  of  October  8,  1897  ?    A.  Yes,  sir. 

Q.  And  the  voucher  with  that  memorandum  attached  is  pro- 
duced from  the  files  of  the  Society  ?    A.  Yes. 

Q.  And  they  have  been  so  attached  continuously  ?    A.  Yes,  sir. 

ME.  HUGtHES:  I  will  have  that  marked  for  identification. 
(Paper  marked  Exhibit  409  for  identification.) 

Q.  I  show  you  a  letter  under  date  of  December  19,  1896,  pur- 
porting to  have  been  written  by  John  A.  Nichols.  Is  that  pro- 
duced from  the  files  of  the  Society  ?  A.  Yes,  sir,  it  was  attached 
to  the  voucher  of  that  year. 

Q.  That  was  attached  to  the  voucher  of  that  year?  A.  Yes, 
sir.     I  think  that  is  the  case. 

Q.  What  voucher,  that  is  just  what  I  want  to  know  ?  A.  That 
voucher  was  attached  to  that  letter,  positively. 

MR.  HUGHES:     I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  410  for  identification.) 

Q.  Do  you  know  to  what  payment  reference  is  made  in  that 
letter?  A.  Reference  is  made  to  the  payment  that  ordinarily 
would  be  m.ade  about  December  of  that  year  ? 

Q.  To  whom?  A.  To  Nichols.  Is  not  that  the  Nichols 
voucher?  (Paper  handed  witness.)  Oh,  that  is  our  friend  —  I 
don't  know  his  name,  but  that  occurs  every  year.  If  you  will  get 
all  his  vouchers  together  you  will  see  that. 

Q.  Now,  I  show  you  a  voucher,  Exhibit  390,  for  identification, 
John  A.  Nichols,  and  which  has  attached  to  it  a  letter  purporting 
to  have  been  written  by  John  A.  Nichols  under  date  of  December 
24,  1900.  Is  that  an  original  letter?  A.  Yes,  I  presume  so;  it 
is  attached  to  our  voucher. 

Q.  Was  it  always  attached  in  that  way  to  that  voucher?  A. 
Yes,  sir. 

MR.  HUGHES:  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  411  for  identification.) 

Q.  Do  you  know  who  the  person  is  who  is  referred  to  in  this 
letter  of  December  24,  1900  ?    A.  No,  sir. 
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Q.  I  asked  you  about  several  names  that  are  mentioned  in  the 
Xichols  vouchers  as  in  the  matter  of  Bliven  &  Browning.  Here 
is  another  in  which  there  is  a  reference  to  the  matter  of  Vowker. 
Is  tliere  any  matter  of  Vowker  that  you  know  of  ?    A.  ISTo,  sir. 

Q.  Here  is  another.  The  matter  of  Balderston.  Is  there  any 
matter  of  Balderston  that  you  know  of  ?    A.  'No. 

Q.  Here  is  another  matter  of  Calvin.  Is  there  any  matter  of 
Calvin  that  you  know  of?     A.     ~No. 

Q.  I  show  you  this  list  of  payments.  Tell  me  when  the  pay- 
ments to  Thomas  B.  Husted  stopped?  A.  The  last  one  I  find 
here  is  that  of  October  11,  1897. 

Q.  October  11,  1897  ?    A.  Yes,  sir,  one  thousand  dollars. 

Q.  I  would  like  to  have  a  completi  statement  made  of  the  pay- 
ments to  Thomas  B.  Husted  ?    A.  Ye^ 

Q.  I  do  not  know  that  that  list  that  we  have  there  goes  back  far 
enough  to  embrace  them  all.  Are  you  able  to  testify  on  that  now  ? 
A.  That  I  cannot  testify  to  now.    I  will  have  a  statement  made  up. 

Q.  If  you  will  have  a  statement  made  up  of  the  separate  pay- 
ments to  Thomas  B.  Husted  with  the  dates  and  amounts  I  should 
be  glad  to  have  it.  It  would  also  be  useful  to  have  a  statement  of 
the  payments  to  John  A.  Nichols,  a  complete  statement.  A.  Yes, 
sir. 

Q.  ISTow,  with  the  exception  of  James  F.  Pearce,  had  there  been 
any  former  superintendents  of  insurance  under  the  pay  of  the 
Equitable  Life?     A.  None  so  far  as  I  know. 

Q.  Well,  has  Mr.  Fricke,  formerly  of  Wisconsin,  been  paid 
anything  so  far  as  you  know?     A.  Not  so  far  as  I  know. 

Q.  Do  you  know  whether  Mr.  Thomas  B.  Husted  was  under  re- 
tainer by  the  Mutual  or  New  York  Life  ?    A.  No,  sir,  I  do  not. 

Q.  Do  you  know  whether  John  A.  Nichols  was  in  receipt  of 
money  from  the  New  York  Life  ?    A.  No,  sir,  I  do  not. 

Q.  You  mean  by  that  that  you  do  not  know?  A.  I  do  not 
know. 

MR.  HUGHES :     That  is  all,  Mr.  McCurdy. 

GAGE  E.  TAEBELL,  called  as  witness,  being  duly  swoi-n  testi- 
fied as  follows: 

BY  MR.  HUGHES : 

Q.  Mr.  Tarbell,  you  have  been  for  many  years  in  the  life  insur- 
ance business?    A.  Yes,  sir. 
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Q.  For  how  long.    A.  Twenty-six  years,  since  October,  1879. 

Q.  Will  you  state  what  yoiir  connection  with  the  business  has 
been,  in  what  relations  you  have  been  to  any  insurance  companies? 
A.  I  have  never  been  with  any  compa^  except  the  Equitable.  ,  My 
connection  with  the  Equitable  first  began  in  October,  1879,  as  a 
solicitor  in  the  little  town  of  Greene  in  this  State,  and  I  remained 
a  solicitor  until  1884,  when  I  was  given  an  agency,  a  general 
agency  for  the  southern  tier  of  counties  of  New  York  with  head- 
quarters at  Binghamton.  In  1888,  I  became  state  agent  for  Wis- 
consin. On  January  1,  1889, 1  became  one  of  the  managers  of  the 
Northwestern  Department  with  headquarters  at  Chicago.  In  1891 
I  was  made  resident  secretary  at  Chicago.  In  1893  I  was  elected 
third  vice-president  of  the  Society.  In  1899,  second  vice-presi- 
dent, the  position  which  I  have  since  held. 

Q.  To  what  department  of  the  Equitable  have  you  paid  special 
attention?    A.  The  agency  and  insurajice  departments. 

Q.  Have  you  had  anything  to  do  with  any  matters  of  ad- 
ministration outside  of  the  agency  department?  A.  I  have 
never  been  a  member  of  the  executive  or  finance  committee,  until 
February  of  this  year. 

Q.  Did  you  ever  have  anything  to  do  with  the  investments  of 
the  Society?    A.  Never  until  since  February  of  this  year. 

Q.  Have  you  ever  participated  in  any  syndicate  in  which  the 
Society  was  interested  or  from  the  managers  of  which  it  has 
bought  bonds?  A.  I  have  never  been  connected  but  with,  two 
syndicates  in  my  life.  In  neither  one  of  which  did  I  ever  receive 
a  dollar  of  profit. 

Q.  What  were  they?  A.  One  was  the  United  States  Realty 
Company,  in  which  I  took  my  pro  rata  part  of  bonds  and  stocks 
and  afterwards  sold  the  same  so  I  just  about  received  my  money 
back.  The  other  was  the  Morgan  Ship  syndicate,  the  Interna- 
tional Marine  I  think  they  called  it. 

Q.  International  Mercantile  Marine?  A.  International  Mer- 
cantile Marine. 

Q.  And  your  participation  there  was  to  what  extent?  A.  I 
was  a  subscriber  on  my  own  account  for  forty  thousand  dollars. 

Q.  Your  selection  of  these  two  syndicates  was  not  particularly 
happy?  A.  I  would  like  to  say  at  the  time  that  I  understood  that 
the  Society  had  nothing  to  do  with  it.  It  is  only  within  the  past 
few  weeks  I  have  understood  that  there  was  an  indirect  partici- 
pation in  connection  with  the  syndicate  ia  behalf  of  or  for  the 
benefit  of  the  Society. 
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Q.  Did  you  know  anything  prior  to  February  last  of  the  main- 
tenance of  special  accounts  by  the  Equitable  Society  in  the  name 
of  George  H.  Squire,  trustee,  or  Marcellus  Hartley,  trustee,  or 
the  J.  W.  Alexander  accou*t?    A.  I  did  not. 

Q.  Did  you  know  prior  to  that  time  anything  of  participations 
in  the  name  of  George  H.  Squire  and  associates  or  Louis  Fitz- 
gerald and  associates  or  James  H.  Hyde  and  associates?  A.  I  did 
not.    Prior  to  what  is  that? 

Q.  Prior  to  February  of  this  year?  A.  I  only  know  in  con- 
nection —  I  know  generally  that  Mr.  James  H.  Hyde  and  asso- 
ciates were  participants  in  syndicates. 

Q.  Were  any  offers  made  to  you  of  participations  in  those  syn- 
dicates or  any  of  them?  A.  I  don't  know  that  any  offers  were 
made  to  me  of  participations  in  any  syndicates  other  than  those 
I  have  mentioned. 

Q.  Did  you  have  anything  to  do  from  time  to  time  with  mat- 
ters relating  to  legislation?  A.  I  was  asked,  I  think,  in  1901, 
to  represent  the  Society  before  the  Joint  Committee  at  Albany, 
at  the  time  an  effort  was  being  made  to  tax  the  surplus  of  the 
Society  and  I  appeared  before  the  Committee  and  addressed  the 
Committee  at  that  time  on  behalf  of  the  Society.  At  other  times 
my  attention  was  called  more  or  less  to  proposed  legislation.  I 
liave  often  asked  the  co-operation  of  our  agents  when  I  have  been 
requested  so  to  do  with  counsel  in  connection  with  such  matters 
and  in  a  general  way  knew  more  or  less  aboiit  those  matters. 

Q.  We  have  memorandum  submitted  by  Mr.  Jordan  to  Mr. 
Fields  relative  to  the  attitude  of  the  Society,  with  regard  to  pend- 
ing bills  or  proposed  bills.  Do  you  know  anything  about  those? 
A.  I  never  knew  anything  about  that  until  the  matter  appeared 
here.    I  have  heard  more  or  less  about  Mr.  Fields. 

ME.  HUGHES :  I  have  asked  Senator  Depew  to  come  here  for 
a  moment.    If  you  will  retire  for  a  moment,  I  will  go  on  with  him. 

CHAUNCEY  M.  DEPEW,  recalled  for  further  examination, 

testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Senator  Depew,  I  have  asked  you  to  come  back  to  the  stand 
because  of  one  or  two  letters  that  have  been  placed  in  our  hands 
this  morning  in  connection  with  certain  vouchers  of  the  Equi- 
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table  Life  (handing  paper).  I  show  you  a  letter  under  date  of 
December  19,  1896,  from  John  A.  ISTichols.  Do  you  remember 
the  receipt  of  that  letter?  A.  Will  yo^i  let  me  see  the  letter, 
please? 

Q.  Certainly.  Take  them  all.  (Handing  papers.)  Your  let- 
ter is  annexed.  Do  you  recall  the  receipt  of  this  first  letter  that 
I  show  you?     A.  I  do. 

Q.  Will  you  kindly  explain  what  the  relation  of  John  A. 
Mchols  was  to  the  Equitable  Life?  A.  He  was  retained  by  the 
liquitable  Life  for — at  different  times,  as  I  remember  it. 

Q.  He  appears  to  have  received  a  thousand  dollars  a  year  for  a 
nunaber  of  years.  Here  are  a  series  of  vouchers  that  have  been 
produced  from  him.  (Handing  papers.)  Do  you  recall  for 
what  services  he  was  paid?  A.  I  do  not  know  for  what  services. 
That  letter  refers,  I  think,  to  a  claim  that  he  made  in  regard  to 
some  man  who  had  claim  against  the  company,  as  near  as  I 
can  remember  it. 

MK.  HUGHES :  I  offer  that  letter  in  evidence,  being  Exhibit 
'No.  410,  for  identification. 

(Paper  was  marked  No.  410  in  evidence.) 

Q.  Do  you  know  to  whom  the  letter  refers?     A.  I  do  not. 

Q.  Reference  is  made  to  someone  who  usually  gets  around 
about  this  time  of  the  year.  Does  that  refresh  your  recollection? 
A.  It  does  not  refresh  my  recollection  as  to  his  name.     I  knew 

something  about  it  at  the  time,  and  passed  the  letter  into  Mr. , 

to  the  Executive  officers  to  do  as  they  they  thought  best  about  it. 

Q.  I  show  you  a  letter  of  December  24,  1900,  purporting  to 
be  addressed  to  you  by  Mr.  Nichols.  Do  you  recall  that  letter? 
A.  I  do  not  recall  it,  but  it  undotibtedly  was  addressed  to  me. 

MR.  HUGHES:  I  offer  that  in  evidence,  being  Exhibit  No. 
411,  for  identification. 

(Paper  marked  Exhibit  No.  411,  in  evidence.) 

Q.  To  what  does  that  letter  refer?  A.  It  refers  to  the  same 
person. 

Q.  Do  you  now  recall  who  he  was?  A.  I  do  not  recall  his 
name,  no. 

Q.  Do  you  recall  the  subject-matter?  A.  It  was  some  claim 
he  had  against  the  company  which  I  never  iTuderstood.     Why 
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I  should  have  been  written  to  on  the  subject,  I  don't  know,  bui 
I  was,  and  then  I  passed  the  letters  over  to  Mr.  Hyde  or  Mr.  Alex- 
ander. 

Q.  Was  it  anyone  connected  with  the  New  York  Legislature? 
A.  No,  not  at  all. 

Q.  Or  connected  with  New  York  politics?     A.  I  think  not. 

Q.  Or  the  Legislature  or  politics  of  any  jurisdiction?  A.  1 
think  not.     I  think  he  was  an  insurance  man. 

Q.  Did  you  know  Thomas  B.  Husted?     A.  Very  well. 

Q.  For  what  services  was  he  paid  by  the  Equitable  Life?  A. 
That  I  never  knew.     I  did  not  know  he  ever  was  paid. 

Q.  It  appears  that  he  was  in  receipt  of  money  usually  for^  pro- 
fessional services.  You  know  nothing  of  the  nature  of  the  ser- 
vices? A.  I  did  not  know  anything  of  that.  I  did  not  know  he 
was  retained. 

Q.  I  call  your  attention A.  I  will  say  that  Mr.  Husted 

is  dead. 

Q.  Thomas  B.  Husted?     A.  Yes. 

Q.  When  did  he  die?  A.  He  died  about  a  year  ago,  he  was 
an  active  and  promising  practising  lawyer   in  the  city. 

Q.  Was  he  a  son  of  General  Husted?     A.  Yes. 

Q.  And  brother  of  James  W.  Husted,  Jr.  ?  A.  And  a  brother 
of  James  W.  Husted,  Jr.  But  I  never  knew  he  was  retained  by 
the  Equitable. 

Q.  Do  you  know  anything  about  what  is  suggested  by  the  mem- 
orandum that  I  show  you?  A.  I  do  not,  because  I  never  knew 
of  his  retainer. 

Q.  Do  you  know  anything  about  that  memorandum?  A. 
Nothing  at  all. 

Q.  A  statement  has  been  made  here  this  morning  of  a  payment 
of  fourteen  thousand  one  hundred  and  sixty-six  dollars  in  1900,  ia 
connection  with  certain  proceedings  by  the  Insurance  Depart- 
ment of  California.  The  payment  plainly  having  been  made  to 
get  rid  of  annoying  proceedings  relating  to  the  Equitable.  Do 
you  know  anything  about  that  matter?     A.  Nothing  at  all. 

Q.  Or  about  the  payments  of  two  hundred  and  fifty  dollars 
monthly,  which  were  made  by  the  Equitable  indirectly  to  a 
brother  of  the  Insurance  Commissioner  of  California  ?  A.  Never 
heard  of  him. 

Q.  Never  heard  of  anything  of  that  description?  A.  Never 
heard  anything  about  it. 
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Q.  Were  these  payments  that  are  referred  to  in  the  letters 
of  December  19,  189'6,  and  Decembr  31,  1900,  made  annually 
for  a  series  of  years  to  the  same  person?  A.  My  impression 
is  they  were,  so  far  as  I  know. 

Q.  But  you  don't  know  who  he  was?     A.  No. 

Q.  Is  Mr.  John  A.  ISTichols  a  practising  lawyer  in  this  city? 
A.  I  so  .understand,  yes. 

Q.  Will  you  be  good  enough,  Senator,  to  tell  me  what  you 
know  of  John  A.  Nichols,  was  he  at  one  time  Quarantine  Com- 
missioner?    A.  Yes,  sir. 

Q.  And  has  he  political  associations  of  any  description?  A. 
At  one  time  he  was  quite  active  in  politics,  but  of  late  years 
I  think  he  has  retired. 

Q.  Do  you  know  any  reason  why  he  should  be  paid  by  the 
Equitable?  A.  I  do  not.  It  was — ^I  do  not  know  any  reason 
beyond  those  vouchers. 

Q.  Do  you  know  whether  he  kept  the  money  himself  or  paid 
it  over  to  someone  else?     A.  That  I  could  not  say. 

GAGE  E.  TAKBELL,  resumed. 

BY  ME.  HIJGIIES: 

Q.  Mr.  Tarbell,  we  stopped  while  ;70u  were  stating  what  you 
knew  about  the  memoranda  given  by  Mr.  Jordan  to  Mr.  Fields 
on  the  subjects  mentioned  in  the  memoranda.  Will  you  con- 
tinue? A.  I  think  I  stated  I  knew  nothing  about  that  particu- 
lar matter. 

Q.  Did  you  say  that  you  had  known  Mr.  Fields?  A.  I  never 
knew  him.     I  have  heard  more  or  less  about  Mr.  Fields. 

Q.  Did  you  know  anything  of  the  work  in  which  he  was 
engaged?  A.  Only  as  I  have  heard  more  or  less  about  it,  that 
he  was  a  representative  of  the  Mutual  Life  and  among  other 
things  looked  after  legislation  in  the  State  of  New  York. 

Q.  Have  you  had  any  conferences  with  representatives  of  the 
company  with  regard  to  matters  of  legislation?     A.  I  have. 

Q.  With  regard  to  what  matters,  and  with  whom  were  the 
conferences?  A.  Of  course  it  would  be  doubtless  difficult 
to  recall  all  conferences  that  I  might  have  had  at  one  time 
or  another,  but  in  1903  I  made  a  serious  effort  to  have  a  com- 
mittee of  one  appointed  by  each  of  the  three  large  life  insurance 
rompanies  that  would  generally  have  charge  of  the  matters  of 
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legislation  and  litigation  so  far  as  it  related  generally  to  the 
three  companies,  that  there  might  be  some  concert  of  action 
and  I  was  specially  anxious  to  bring  about  an  understanding 
between  the  companies  whereby  they  would  use  in  all  such 
matters  the  great  strength  which  they  have  if  properly  used, 
that  is  their  policyholders.  I  have  always  maintained  that 
life  insurance  companies  were  so  constituted  that  it  should  be 
a  very  easy  matter  for  them  to  defeat  any  improper  legislation 
through  their  policyholders,  if  they  would  use  them  in  the 
right  way.  I  tried  pretty  hard  to  bring  about  an  understanding 
with  that  end  in  view. 

Q.  When  was  that?  A.  That  was  about  two  years  ago  or  a 
little  over. 

Q.  Who  did  you  meet  of  other  companies  in  that  effort?  A. 
Well,  I  met  to  a  greater  or  less  extent,  or  I  think  a  number 
of  times,  Mr.  Perkins,  I  think  also  Mr.  McCall  of  the  ISTew 
York  Life,  and  I  think  in  the  first  instance  at  that  time  I  con- 
ferred with  Dr.  Gillette  of  the  Mutual  Life. 

Q.  Did  the  matter  of  retainer  of  Andrew  Hamilton  come  up? 
A.  In  connection  with  that?    No,  sir. 

Q.  Or  in  any  connection  ?  A.  I  simply  know  indirectly  that 
Mr.  Hamilton  has  been  employed. 

Q.  In  connection  with  this  effort  which  you  made  to  see  that 
the  companies  properly  used  the  strength  resident  in  the  policy- 
holders of  the  company  to  defeat  measures  opposed  to  their 
interests,  did  the  question  of  the  large  expense  that  your  com- 
pany or  other  companies  were  under  in  connection  with  legis- 
lation come  up?  A.  I  took  the  position  that  no  company  was 
justified  in  my  opinion  in  having  any  expense  other  than  such  as 
they  might  have  in  their  own  counsel  in  representing  them  in 
connection  with  such  matters.  I  have  always  felt  that.  In  fact 
I  do  not  know  of  my  own  knowledge  that  a  dollar  has  been  used 
in  any  other  way,  because  I  know  nothing  directly  about  that. 
But  I  had  heard  a  great  many  things,  and  I  was  of  the  opinion 
that  much  could  be  saved  not  only  in  the  way  of  expense  but  in 
the  way  of  other  things  for  the  life  insurance  companies  in  the 
manner  I  have  suggested. 

Q.  How  were  your  views  on  that  subject  met  by  those  with 
whom  you  conferred?  A.  The  matter  went  over  to  where  it  took 
tangible  form  until  I  think  possibly  a  year  later,  when  I  took  up 
very  seriously  with  Mr.  Alexander,  our  own  president,  as  con- 
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till  nation  of  the  discussion  that  I  had  had  before  and  succeeded 
in  securing  his  consent  that  an  understanding  should  be  arrived 
at  between  the  companies  whereby  all  efforts  to  defeat  legislation 
of  any  kind  should  be  through  our  policyholders,  and  that  no 
money  was  to  be  used  for  the  purpose  of  defeating  undesirable 
legislation.  I  took  the  position  that  if  remedial  legislation  was 
offered  that  was  desirable  there  was  no  reason  why  any  com- 
panies should  wish  to  defeat  it  and  if  any  unreasonable  legislation 
was  proposed,  that  by  combining  the  strength  of  all  our  policy- 
holders we  could  very  easily  defeat  it.  And  I  secured  —  and  in 
case  we  could  not  defeat  it,  I  took  the  position  that  we  could  not, 
any  of  us,  be  censured  if  we  left  the  State  and  ceased  to  de  busi- 
ness in  the  State  that  would  undertake  to  pass  laws  of  a  detri- 
mental nature,  and  that  we  would  —  my  idea  in  connection  with 
the  understanding  was  that  we  would  stand  together  and  if  we 
could  not  defeat  improper  legislation  we  would  cease  to  do  busi- 
ness  and  that  the  Committee  of  Three  should  govern;  if  a  ma- 
jority of  the  committee  felt  that  the  best  interests  of  life  insur- 
ance would  be  served  by  our  leaving  the  State,  that  we  would 
do  so.  And  the  same  as  to  matters  of  litigation,  that  involved 
the  general  principles  of  life  insurance  that  related  to  one  com- 
pany just  as  much  as  they  did  to  the  other. 

I  had  a  number  of  interviews  with  Mr.  Perkins  regarding  the 
matter,  and  I  think  one  or  more  with  Mr.  McCall,  and  they 
agreed  to  the  proposition,  and  we  afterwards  had  a  further  in- 
terview to  induce  the  Mutual  Life  to  come  under  the  same  under- 
standing. I  think  Mr.  Alexander,  if  I  remember  correctly,  first 
faw  President  McCurdy,  Mr.  Eichard  A.  McCurdy,  and  later 
Mr.  Perkins,  and  I  had  an  interview  at  some  length  with  Mr. 
Itobert  McCurdy,  when  the  entire  matter  was  canvassed  very 
thoroughly.  And  I  remember  very  well  the  earnestness  that  I 
used  in  connection  with  the  same.  I  tried  to  make  the  others  see 
that  the  time  was  ripe  for  action  and  that  it  was  a  very  neces- 
sary and  wise  thing  to  do.  I  told  them  very  plainly  that  I  did 
not  feel  that  we  could  any  of  us  ever  be  criticised  for  leaving  any 
State  if  we  were  improperly  forced  to  do  so  by  the  enactment  of 
any  law,  but  that  I  did  not  think  that  there  was  anybody  con- 
nected with  any  of  the  companies  that  would  wish  to  stand  the 
consequences  if  any  other  methods  were  used  to  defeat  any  laws 
than  that  could  be  properly  used  through  our  counsel  and  policy- 
holders, and  I  laid  a  great  deal  of  emphasis  on  the  strength  that 


2514  Legislative  Insurance  Investigation. 


we  could  all  muster  by  a  combined  effort  even  in  this  State,  where 
the  three  companies  have  perhaps  nearly  300,000  policyholders 
and  where  other  companies  have  enough  more,  including  the  in- 
dustrials, to  make,  I  think,  nearly  5,000,000  policyholders  in  this 
State.  I  never  have  believed  that  it  would  be  possible  for  any 
State  to  pass  a  law  that  would  really  be  injurious  to  the  best  in- 
terests of  life  insurance  companies  against  a  combined  effort  on  the 
part  of  all  policyholders  of  the  companies  doing  business  in  the 
State. 

Q.  Why  were  not  these  views  adopted  ?  A.  Well,  as  the  re- 
sult of  the  long  conference  that  I  spoke  of  Mr.  Robert  McCurdy 
was  to  confer  with  his  father  and  report  back.  He  did  so  and 
reported  back  that  they  did  not  think  it  wise  to  enter  into  such 
an  understanding.  That  while  it  was  thought  to  be  ideal,  it  was 
thought  to  be  entirely  impracticable. 

Q.  Was  Mr,  Perkins  supporting  you  in  your  efforts  ?  A.  En- 
tirely. 

Q.  During  the  conference  with  Mr.  Eobert  McCurdy  and  Mr. 
Perkins  did  the  matter  of  the  expenses  that  were  being  incurred 
or  had  been  incurred  to  defeat  legislation  came  up  for  considera- 
tion ?     A.  I  don't  think  there  was  any  discussion  of  them. 

THE  CHAIRMAN:  The  Committee  desires  to  announce  that 
it  has  agreed  to  take  the  deposition  of  Mr.  Squire  this  afternoon 
at  three  o'clock  by  a  sub-committee,  Senator  Tully  and  Assembly- 
man Cox  are  appointed  such  sub-committee  for  the  purpose  of 
taking  the  deposition.  This  will  make  it  impossible  to  hold  a 
session  of  the  Committee  this  afternoon,  and  an  adjournment  will 
now  be  had  therefor  until  10.30  o'clock  next  Tuesday  morning, 
sharp. 

(Adjourned  to  November  21,  1905,  at  10.30  A.  M.) 
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DEPOSITIOJf  OF  GEORGE  H.  SQUIRE,  TAKE¥  BEFORE 
SUB-COMMITTEE,  SENATOR  TULLY  and  ASSEMBLY- 
MAN COX,  AT  21  EAST  YGth  STREET,  NEW  YORK, 
NOVEMBER  17,  1905. 

GEORGE  H.  SQUIRE,  being  duly  sworn,  testified  as  fol- 
lows: 

BY  MR.  HUGHES: 

Q.  Mi^  Squire,  you  were  for  many  years  connected  with  the 
Equitable  Life  Assurance  Society?     A.  Yes,  sir. 

Q.  What  oiEce  did  you  hold?  A.  Well,  at  one  time  secretary 
of  the  Executive  Committee,  another  time,  chairman  of  the 
Executive  Committee,  and  chairman  of  the  Finance  Committee. 

Q.  You  were  for  a  time  financial  manager,  were  you  not?  A. 
Financial  manager. 

Q.  For  how  long  a  time?  A.  I  have  not  any  —  I  am  giving  it 
to  you  as  near  as  I  can  —  I  think  it  was  in  the  fall  of  1898  to 
practically  July,  1904,  when  I  went  on  my  vacation  and  a  few 
days  after  my  vacation  I  had  to  submit  to  this  operation. 

Q.  It  appears  that  on  March  16,  1901,  the  Society  acquired  a 
block  of  2,000  shares  of  the  Lawyers'  Title  Insurance  Company 
at  a  price  of  $174  per  share  and  on  March  18,  1901,  sold  about 
1,100  shares  of  the  same  stock  at  the  same  price.  Do  you  recall 
that  transaction?     A.  Yes,  sir. 

Q.  A^'ill  you  state  what  the  circumstances  were?  A.  We  had 
heard  that  the  Lawyers'  Title  Insurance  Company  intended  to  in- 
crease its  capital  stock  and  they  had  several  interviews  with  the 
Equitable  or  with  its  ofiicers  to  see  how  much  they  would  take. 
We  finally  concluded  to  take  2,000  shares  on  a  plan.  The  plan 
was  that  the  Equitable  itself  was  not  to  hold  more  than  1,000 
shares;  the  other  1,000  shares  was- to  be  distributed  among  others. 

Q.  Was  that  plan  known  to  the  Lawyers'  Title  Insurance  Com- 
pany?    A.  That  I  am  not  able  to  say. 

Q.  Who  conducted  the  negotiations?  A.  Mr.  Mclntyre,  Mr.  J. 
W.  Alexander,  Mr.  Hyde,  Mr.  Jordan  and  myself. 

Q.  Did  you  have  any  interviews  with  anyone  representing  the 
Lawyers'  Title  Insurance  Company  in  the  matter?     A.  Yp\ 
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Q.  Do  you  remember  with  whom?  A.  With  Mr.  Coggeshall, 
the  president. 

Q.  In  those  interviews  was  the  fact  that  the  Equitable  was 
not  to  hold  more  than  a  thousand  shares  stated?  A.  Not  to  the 
best  of  my  knowledge. 

Q.  Why  was  it  that  the  Equitable  took  the  entire  2,000  shares 
paid  for  them,  if  it  was  the  intention  that  it  shoiild  hold  only 
1,000?  A.  It  took  the  2,000  shares  because  we  wanted  to  hold 
as  much  influence  in  the  company  as  possible. 

Q.  Was  it  because  it  was  desired  that  the  Equitable's  name 
should  appear  as  the  purchaser  of  the  2,000?     A.  Yes. 

Q.  And  that  that  should  be  the  fact  so  far  as  the  Lawyers' 
Title  Insurance  Company  was  concerned?  A.  As  far  as  they  were 
concerned. 

Q.  So  that  this  plan  of  divding  the  2,000  shares  was  a  con- 
fidential plan  among  the  ofiicers?     A.  Yes,  sir. 

Q.  And  the  way  in  which  the  stocik  was  divided  was  agreed 
upon  among  the  ofiicers?    A.  Among  the  ofiicers. 

Q.  Was  it  brought  before  the  Executive  Committee?  A. 
The  first  day  that  we  decided  to  take  the  2,000  shares  there 
was  no  opposition.  The  second  meeting  of  the  Executive  Com- 
mittee there  was  an  opposition  on  the  part  of  Mr.  Hartley. 

Q.  Marcellus  Hartley?  A.  Marcellus  Hartley,  and  that  op- 
position was  overcome,  and  he  was  really  among  the  number  that 
took  100  shares. 

Q.  Judge  Eansom  yesterday  presented  a  list  of  the  men  who 
took  100  shares  each  of  this  division,  based  upon  the  information 
which  you  supplied  him?  A.  Based  upon  my  memory,  if  you 
will  pardon  me. 

Q.  Yes ;  based  upon  your  memory,  and  I  have  here  a  list  which 
has  been  made  up  by  the  Equitable  Society ;  I  would  like  to  have 
you  compare  the  two  and  see  if  the  latter  refreshes  your  recollec- 
tion, and  state  now  just  who  were  the  participants  in  that  division  ? 
A.  The  memorandum  which  you  give  me  is  correct. 

Q.  Then  if  you  will  read  upon  the  record  the  names  of  those 
who  took  shares  out  of  the  2,000  purchased  by  the  Equitable  ?  A. 
James  H.  Hyde — and  it  is  down  here  A.  E.  Hyde,  which  means 
his  mother  Annie  E.  Hyde,  each  took  100  shares.  James  W. 
Alexander,  100;  William  A.  Wheelock,  100;  General  Eitzgerald 
100;  George  H.  Squire,  100;  T.  D.  Jordan,  100;  H.  M.  Alex- 
ander, 100;  Marcellus  Hartley,  100;  0.  M.  Depew,  100;  C.  B. 
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Alexander  took  50;  W.  H.  Mclntyre,  50;  and  the  Equitablo,  900, 
making  up  the  2,000  shares. 

Q.  Did  you  subsequently  sell  to  the  Equitable  the  100  shares 
which  you  received  out  of  the  division  ?     A.  I  think  not. 

Q.  It  appears  from  transcripts  of  accounts  furnished  by  Wil- 
liamson &  Squire  that  on  June  17, '1901,  they  sold  for  your  ac- 
count 100  shares  of  Lawyers'  Title  Insurance  Company  stock  to 
themselves  at  310.  Do  you  recall  that  transaction,  the  first  one 
(showing  witness  paper)  ?  A.  I  do  not.  You  see  there  is  a  good 
many  hundred  shares  there ;  it  might  have  been  that  hundred ; 
it  might  have  been  another  one. 

Q.  It  does  not  appear  from  the  transcript  of  accounts  fur- 
nished by  Williamson  &  Squire,  that  they  had  purchased  for 
your  account  any  shares  of  Lawyers'  Title  Insurance  Company 
stock  prior  to  December,  1901.  Had  you  purchased  any  shares 
of  Lawyers'  Title  Insurance  Company's  stock  apart  from  the  100 
shares  you  got  from  the  Equitable  prior  to  December,  1901  ?  A. 
That  I  could  not  say,  Mr.  Hughes. 

Q.  Do  you  recall  making  any  purchases  of  stock  except  from 
the  Equitable  or  through  Williamson  &  Squire?  A.  And  the 
Lawyers'  Title  Insurance  Company. 

Q.  Did  you  purchase  yourself  direct  from  the  Lawyers'  Title 
Insurance  Company?     A.  j^o,  but  I  did  afterwards. 

Q.  I  mean  prior  to  December,  1901  ?  A.  'So,  I  don't  re- 
member. 

Q.  It  appears  that  Williamson  &  Squire,  having  purchased 
from  you  on  June  17,  1901,  100  shares  of  Lawyers'  Title  Insur- 
ance Company  stock,  on  November  19,  1901,  sold  50  shares  to 
the  Equitable  Life  Assurance  Society  at  350.  Do  you  know 
whether  that  was  the  stock  purchased  from  you  ?  A.  Erom  June 
to  ISTovember? 

Q.  Do  jovL  know  whether  it  was  the  stock  purchased  by  Wil- 
liamson &  Squire  from  you  in  June  or  part  of  it?  A.  I  should 
say  not. 

Q.  Do  you  know  where  you  acquired  the  100  shares  that  were 
sold  to  Williamson  &  Squire  in  June?     A.  I  do  not. 

Q.  Was  there  afly  other  hundred  shares  owned  by  you  at  that 
time  except  the  100  shares  that  you  received  from  the  Equitable  ? 
A.  You  mean  the  100  shares  I  sold  to  Williamson  &  Squire. 

Q.  Yes ;  at  that  time  v/as  there  any  other  hundred  shares  owned 
by  you  save  those  you  had  bought  frOm  the  Equitable?  A.  1 
could  not  say ;  it  is  a  long  while  ago. 
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Q.  It  appears  that  on  November  22,  1901,  Williamson  & 
iijquire  sold  on  your  account  100  shares  of  Lawyers'  Title  Insur- 
ance Company  stock  to  the  Equitable  life  Assurance  Society. 
Do  you  recall  that?    A.  I  do  not. 

Q.  Do  you  recall  where  you  had  acquired  that  stock?  A.  I 
do  not.  ; 

Q.  Do  you  recall  the  fact  that  in  1901  you  sold  Lawyers'  Title 
Insurance  Company  stock  to  the  Equitable  at  a  profit?  A-  I  do 
not.     I  was  dealing  in  it  all  the  time. 

Q.  Well,  you  were  selling  to  the  Equitable,  were  you  not,  from 
time  to  time?    A.  Yes. 

Q.  When  you  soldT  to  the  Equitable  you  sold  at  an  advance 
over  what  you  had  paid  for  the  stock  ?  A.  Well,  that  I  couldn't 
say. 

Q.  Well,  isn't  that  your  recollection?  A.  My  recollection  is 
I  would  make  a  profit,  but  I  may  have  made  a  loss;  I  have  made 
a  great  many  losses. 

Q.  Do  you  think  you  made  a  loss  on  Lawyers'  Title  Insurance 
Company  stock?    A.  Yes,  I  have. 

Q.  In  connection  with  sales  to  the  Equitable?  A.  I  do  not 
know  whether  in  connection  with  sales  to  the  Equitable. 

Q.  When  this  stock  was  taken  by  the  Society  in  March,  1901, 
it  was  supposed  to  be  a  good  investment,  was  it  not?  A.  Well, 
when  the  stock  was  taken  in  1901,  the  last  previous  sale,  accord- 
ing to  my  information,  was  160.  The  company  was  a  small  com- 
pany and  we  all  considered  it  rather  an  experimental  arrange- 
ment. 

Q.  What  took  place  between  March  and  June,  1901,  that  gave 
the  stock  a  value  at  the  later  date  of  over  300?  A.  That,  MfT 
Hughes,  I  could  hardly,  under  my  oath,  state.  It  would  simply 
be  a  surmise.  There  is  no  living  man  that  can  say  what  occasions 
rises  and  falls  in  securities  day  by  day. 

Q.  Do  you  know  who  took  the  increased  stock  of  the  Lawyers' 
Title  Insurance  Company?    A.  Do  I  know  who  took  it? 

Q.  Yes;  what  was  the  total  increase?  A.  It  was  increased  to 
a  million  dollars  from,  I  think  • —  well,  I  have  really  forgotten.  I 
don't  know  who  took  it  except  the  Central  Realty  Bond  &  Trust' 
Company  took  some  —  and  their  associates. 

Q.  Did  the  other  insurance  companies  take  it?  A.  My  im- 
pression is  the  Mutual  did.  I  know  they  did  the  second  increase; 
T  think  they  did  the  firsts 


Deposition  of  George  H.  Squire.  2519 

( 

Q.  It  was  not  put  generally  on  the  market  through  a  public 
offering,  was  it,  at  the  time  of  the  increase?    A.  No. 

Q.  And  when  it  subsequently,  after  the  increase  had  been 
effected  and  the  stock  disposed  of,  was  put  upon  the  market,  it 
had  greatly  enhanced  value,  didn't  it  ?    A.  It  appears  to  have  had. 

Q.  It  appears  that  along  in  the  summer  of  1901,  in  June, 
August  and  September,  certain  purchases  were  made  of  Lawyers' 
Title  Insurance  Company  stock  and  Lawyers'  Mortgage  Insur- 
ance Company  stock  by  the  American  Deposit  &  Loan  Company, 
which  on  October  11,  1901,  transferred  to  the  Equitable  Life 
Assurance  Society.  Do  you  recall  those  transactions?  A.  I  do 
not.     Those  would  show  on  the  books. 

Q.  It  appears  that  the  American  Deposit  &  Loan  Company  was 
instructed  from  time  to  time  to  pay  for  such  stock  of  Lawyers' 
Title  Insurance  Co.  and  the  Lawyers'  Mortgage  Insurance  Co. 
as  might  be  delivered  to  it  by  Williamson  &  Squire,  and  that  they 
did  take  several  hundred  shares  of  each  stock  and  paid  for  it. 
Does  that  refresh  your  memory  as  to  the  matter?  A.  What  date 
was  it  ? 

Q.  In  1901?    A.  I  mean  what  date  in  the  month? 

Q.  Through  the  summer  of  1901  and  the  early  fall?  A.  I 
don't  remember. 

Q.  Do  you  recall  the  fact  that  the  American  Deposit  &  Loan 
did  make  a  sale  tj  the  Equitable  of  Lawyers'  Title  Insurance 
(Jompany  stock  and  Lawyers'  Mortgage  Insurance  Company 
stock?    A.  I  do  not. 

Q.  Did  you  give  any  instructions  to  the  American  Deposit  & 
Loan  Company  as  to  their  paying  for  such  stock,?  A.  I  might 
have  done  so,  but  I  don't  remember  it. 

Q.  The  testimony  is  that  when  the  stock  was  transferred  to 
the  Equitable,  which  had  been  acquired  by  the  American  Deposit 
&  Loan  Company,  it  was  sold  at  a  price  greater  than  had  been 
paid,  and  the  check  for  the  excess,  after  deducting  interest  or  com- 
missions, was  given  to  you.  Do  you  remember  that  ?  A.  I  don't 
remember  it,  but  if  it  is  so  I  cannot  dotibt  it. 

Q.  The  immediate  point  of  my  inquiry  is  to  find  out  what  you 
did  with  the  profits  on  that  transaction  —  what  you  did  with  the 
moneys — how  you  divided  them,  if  you  divided  them  at  all  ?  A. 
Well,  I  would  have  to  make  some  examination  before  I  could 
answer  that  question, 

Q.  Mr.  Jenkins  says  that  the  check  of  the  American  Deposit 
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&  Loan  Company  was  given  to  you  for  the  excess  of  the  price 
paid  by  the  Equitable  over  the  amount  paid  ovit  by  the  American 
Deposit  &  Loan  Company.  Now  does  it  come  to  your  memory  ? 
A.  No. 

Q.  It  appears  that  in  the  summer  of  1901,  stock  was  pur- 
chased by  Williamson  &  Squire,  on  account  of  Thomas  D.  Jordan 
and  also  on  accoimt  of  James  H.  Hyde.  According  to  the  trans- 
cript of  account  furnished  me,  it  does  not  appear  that  the  stock 
was  bought  on  account  of  anyone  else  at  that  time  by  Williamson 
&  Squire.  It  also  appears  that  Williamson  &  Squire  were  paid  by 
the  American  Deposit  &  Loan  Company.     A.  Paid  by  whom  ? 

Q.  That  Williamson  &  Squire  were  paid  for  the  amounts 
they  had  purchased  by  the  American  Deposit  &  Loan  Com- 
pany, then  on  October  11th  the  stock  was  made  over  to  the 
Equitable  and  a  check  for  the  excess  over  the  cost  and  interest 
or  commissions  was  given  to  you.  Now,  do  you  remember  it? 
A.  I  don't  remember  any  of  those  transactions  for  the  simple 
reason  that  for  many  many  years  I  have  kept  no  books  and  if 
Mr.  Jordan  or  Mr.  Hyde  delivered  to  the  American  Deposit  & 
Loan  Company  stocks,  they  certainly  did  not  belong  to  me. 

Q.  Mr.  Hyde  seems  to  have  been  in  Europe  at  the  time.  Do 
you  remember  having  any  arrangement  with  Mr.  Mclntyre  or  with 
Mr.  Hyde  before  he  went  abroad  as  to  having  any  Title  Insurance 
Company  stock  bought  ?     A.  For  his  account  ? 

Q.  Well,  for  his  account  or  through  the  American  Deposit  & 
Loan  Company  in  any  way  ?     A.  No. 

Q.  Did  you  have  any  conversation  with  Mr.  Jordan  relating 
to  that  matter  ?     A.  No,  not  as  I  remember  it. 

Q.  Do  you  recall  having  a  sale  at  public  auction  of  Lawyers' 
Mortgage  Insurance  Company  stock  in  order  to  fix  a  public  price, 
just  before  the  transfer  was  made  by  the  American  Deposit  & 
Loan  Company  to  the  Equitable  ?  A.  No,  I  am  quite  sure  I  did 
not. 

Q.  Did  you  have  any  interview  with  anybody  in  regard  to  that  ? 
A.  Not  as  I  remember  it. 

Q.  Where  did  you  keep  your  bank  account  at  that  time,  Mr. 
Squire  ?     A.  The  Union  National  Bank. 

Q.  Did  you  have  more  than  one  bank  account  ?  A.  I  think  the 
Union  National  Bank  or  the  Western  National  Bank.  I  had  an 
account  in  the  Western  National  Bank  I  think  about  that  time. 
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Q.  Did  you  have  more  than  one  ?     A.  I  think  not  at  that  time. 

Q.  Mr.  Jenkins  says  that  the  check  was  in  the  neighborhood 
of  $22,000  that  was  given  to  you  for  those  profits  ?  A.  Well,  I 
can  solemnly  swear  that  I  never  made  any  $22,000  upon  any 
transaction  of  that  kind. 

Q.  Well,  now,  can  you  state  how  you  divided  that  money  up 
and  who  got  it  ?  A.  Tor  that  I  shall  have  to  refer  to  check  books 
if  they  are  still  in  existence. 

Q.  Have  you  your  check  books  for  1901  ?  A.  Mr.  Winthrop 
knows  that  all  my  books,  papers,  and  everything  else  when  I 
left  there  expecting  to  go  back  the  next  morning — ^and  I  have 
never  been  back  there  since. 

MR.  WIISrTHEOP:  I  think  you  will  find  that  Mr.  Mclntyre 
sorted  out  your  papers  and  sent  your  personal  ones  to  your  son's 
office  and  kept  only  those  of  the  company  at  the  office. 

THE  WITNESS:  ^o.  He  never  received  any  of  the  checks 
except  some  very  old  checks.  They  ought  to  be  with  the  Equitable 
Society. 

MR.  EAISTSOM:  You  mean  in  their  building,  in  their  pos- 
sessioH. 

BY  MR.  HUGHES: 

Q.  I  have  called  your  attention  to  a  sale  made  by  William- 
son &  Squire  to  the  Equitable  under  date  of  November  22,  1901, 
of  100  shares  of  Lawyers'  Title  Insurance  Company  stock  at  250. 
It  does  not  appear  that  Williamson  cS;  Squire  bought  any  stock 
of  that  description  for  your  account  prior  to  December  23,  1901. 
Can  you  tell  us  where  you  got  that  stock?     A.  I  cannot. 

Q.  Oh  what  you  paid  for  the  stock  that  you  acquired  in  that 
way?  A.  I  cannot.  I  think  I  might-^at  counsel's  request  that 
I  mig-ht  make  a  little  explanation.  When  anybody  sent  me — 
for  example,  if  Mr.  Jordan  sent  me  anything  to  be  sold,  it  was 
sold  in  my  name,  and  the  check  sent  to  me,  and  then  I  would 
send  the  check  to  Mr.  Jordan,  the  object  being  obvious,  so  that  I 
would  have  a  memorandum  of  the  transaction. 

Q.  Do  you  mean  that  the  Equitable  sold  in  your  name  ?  A. 
No,  not  the  Equitable. 

Q.  Not  the  Equitable?     A.  No. 
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Q.  Then  you  mean  that  if  Mr.  Jordan  wanted  to  sell  some  of 
his  own  stock  he  would  send  it  to  you.  A.  The  chances  are 
he  would  send  it  to  me;  sometimes  he  would  send  direct  to  my 
son  and  sometimes  to  other  brokers. 

Q.  Do  you  know  whether  any  of  those  transactions  in  Law- 
yers' Title  Insurance  Company  stock  was  on  behalf  of  Mr. 
Jordan?    A.  I  know  he  had  a  hundred  and  I  know  he  sold  it. 

Q.  Did  he  sell  it  through  you?  A.  That  I  am  not  sure,  but 
I  think  he  did. 

Q.  Do  you  mean  by  that,  that  it  was  sold  through  you,  you 
in  turn  using  Williamson  &  Squire,  brokers?  A.  If  it  was  sold 
through  me  I  should  probably  use  Williamson  &  Squire  as  a 
broker. 

Q.  Do  you  remember  within  what  time  after  this  division 
of  shares  of  the  Lawyers'"  Title  Insurance  Company  among  the 
officers  of  the  Society,  Mr.  Jordan  disposed  of  the  stock  ?  A.  No, 
I  have  not  the  slightest  idea. 

Q.  Was  it  within  a  short  time  after  the  acquisition  of  it?  A. 
I  don't  know  what  time;  I  don't  know  what  he  did  with  it. 

Q.  But  you  remember  the  fact  that  he  sold  100  shares?  A. 
My  memory  is  that  he  sold  his  hundred  shares. 

Q.  Did  any  other  of  the  gentlemen  whose  names  you  have 
mentioned  as  having  obtained  stock  from  the  2,000  shares  of  the 
Equitable,  sell  the  stock?  A.  I  think  Mr.  Depew  sold  his — ^in 
fact,  I  know — I  have  heard  that  he  sold  his. 

Q.  Do  you  know  when  he  sold  his?     A.  No,  I  do  not. 

Q.  About  what  time?     A.  I  have  not  the  slightest  idea. 

Q.  How  do  you  know  he  sold  it?  A.  Because  my  son  told 
me  he  had  heard  he  had  sold  it;  that  is  all.  Let  me  tell  you 
how  I  got  200  shares  of  Lawyers'  Title,  Mr.  Hughes,  perhaps 
it  might  help  you  out  and  be  interesting,  if  you  will  allow. 
I  subscribed  to  100  shares  of  the  Central  Bond  and  Eealty  Com- 
pany, which  were  selling  at  800,  and  one  day  in  Mr.  Coggeshall's 
office,  Mr.  Morgenthau  was  saying  how  much  —  how  valuable 
it  was,  and  I  told  him  I  did  not  think  it  was  so  very  valuable,  and 
the  offer  was  made  that  he  would  give  me  200  shares  of  Lawyers' 
Title  for  100  shares  of  Central  Eealty  Bond  Company,  and  I 
accepted  it. 

Q.  When  was  that?  A.  That  was  —  I  think  it  must  have 
been  1892  • —  it  was  just  after  the  Central  Realty  Bond  &  Trust 
Company  stock  was  increased.' 
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Q.  You  don't  mean  1892  ?  A.  1902.  So  there  is  where  I  got 
200  shares. 

Q.  Well,  it  appears  from  the  account  furnished  by  Williamson 
&  Squire  that  you  purchased  from  time  to  time  Lawyers'  Title 
Insurance  Company  stock,  your  purchases  from  them  with  few 
exceptions  having  been  on  October  24,  1902  and  later.  The  200 
shares  to  which  you  now  refer  were  before  October,  1902  A. 
Well,  it  had  no  connection  with  what  I  bought  of  them. 

Q.  'No,  but  it  was  before  October,  1902  ?  Yes,  I  think  it  was 
in  the  summer  of  1902  —  I  think  it  was  October  —  Septem- 
ber or  October,  1902.  I  only  want  to  tell  you  that  there  were 
200  shares  that  came  from  someone  outside  of  Williamson  & 
Squire  or  anybody  else. 

Q.  The  sales,  however,  that  I  had  directed  your  attention  to, 
were  before  December,  1901  —  that  is  those  particular  ones  I 
mentioned  a  moment  ago.  Now,  I  show  you  what  purports  to  be 
a  copy  of  a  resolution  with  regard  to  purchases  by  the  officers  of 
the  Society,  and  it  appears  to  be  a  minute  of  December  23,  1901. 
I  will  ask  if  that  refreshes  your  recollection;  it  is  on  the  margin 
there  (showing  witness  paper).  A.  Well,  these  purchases  here 
don't  show  I  sold  all  of  the  stock. 

Q.  Pardon  me  a  moment;  if  you  will  just  now  look  at  the  copy 
of  the  resolution  that  appears  there  at  the  top  of  the  page  ?  A. 
Yes. 

Q.  And  the  persons  present.  Will  yeu  state  whether  that 
accords  with  your  recollection  ?    A.  Yes. 

Q.  I  will  read  that  on  the  record — ^ —  A.  I  would  like  to 
add  that  every  one  of  these,  whatever  was  purchased,  was  approved 
of  by  the  Finance  Committee  and  reported  to  the  Finance  Com- 
mittee. 

Q.  In  the  usual  manner  in  which  reports  of  purchases  of- secur- 
ities were  made  ?    A.    Yes. 

Q.  Without  indicating  the  names  of  the  sellers?  A.  The  names 
of  the  sellers  were  always  put  down  when  it  went  before  the  other 
committee. 

Q.  The  executive  committee?    A.  Executive  committee. 

Q.  Yes,  but  on  the  report  to  the  Finance  Committee,  simply 
the  entries  on  the  security  register?    A.  That  is  all. 

Q.  would   show  the  number   of  shares  without  showing 

the  names  of  sellers?    A.  That  is  all. 
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Mfe.  HUGHES:  I  will  read  now  the  record  of  the  resolu- 
tion of  the  Executive  Committee:  "  December  23, 1901.  Present: 
Fitzgerald,  Wheelock,  Hartley,  Jordan,  Squire,  President,  Yice- 
President  and  Secretary  of  the  Committee.  On  motion  resolved 
that  the  purchases  of  stock  of  the  Lawyers'  Title  Insurance  Com- 
pany and  the  Lawyers'  Mortgage  Insurance  Company  by  the 
officers  of  the  Society  be  hereby  confirmed,  and  that  the  presi- 
dent, vice-president  and  secretary,  be  appointed  a  sub-eommittee 
with  power  to  purchase  at  their  discretion  additional  stock  in  the 
above  named  companies  and  to  report  from  time  to  time  to  this 
committee  such  purchases  if  made." 

Q.  According  to  the  sheet  furnished  by  the  Equitable  of 
purchases  of  the  Lawyers'  Title  Insurance  Company  it  ap- 
pears that  the  first  purchase  was  under  date  of  March  16,  1901, 
2,000  shares  at  1T4  direct  from  the  Lawyers'  Title  Insurance 
Company.  That  you  recall?  A.  That  is  what  I  have  already 
testified. 

Q.  Was  that  the  book  value  or  market  price  at  that  time? 
A.  That  was  the  book  value  at  that  time. 

Q.  Mr.  Coggeshall  brovight  a  memorandum  of  all,  or  what 
was  supposed  to  be  all  of-  the  securities,  the  plant  and  other  assets 
of  the  Lawyers'  Title.     It  was  figured  up  and  found  to  be  174. 

Q.  Was  there  any  market  price  for  those  securities  at  that 
time  in  the  market?  A.  160  was  bid,  and  the  sale  previous  to 
our  purchase  of  that  two  thousand  shares  was  160. 

Q.  And  was  it  not  contemplated  that  the  increase  of  the  stock 
and  the  disposition  of  it  in  influential  quarters  among  the  insur- 
ance companies,  would  tend  to  enhance  the  value  of  the  stock? 
A.  By  whom?     Contemplated  by  whom? 

Q.  Contemplated  by  you  and  the  others  who  were  associated 
with  you  in  making  the  investment?  A.  Well,  we  thought 
probably  it  would  advance  the  price,  but  we  had  no  idea  that 
it  would  advance  the  way  it  did. 

Q.  The  next  transaction  is  the  sale  by  the  Equitable  of 
March  18,  1901,  of  the  1,100  shares  that  were  taken  in  your 
name  and  divided  according  to  the  plan  that  you  have  stated? 
A.   Yes. 

Q.  Then  the  next  transaction  is  a  purchase  under  date  of  May 
3d,  of  100  shares  at  375  from  the  American  Deposit  &  Loan 
Company,  and  the  next  transaction  is  a  purchase  by  the  Society 
on  October  11,  1901,  of  400  shares  at  335  from  the  American 
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Deposit  &  Loan  Company,  then  follows  under  dates  m  November 
and  following  purchases  from  Williamson  &  Squire — l^'ovember 
20th,  30  shares  at  350.  Same  date  20  shares  at  350;  November 
25th,  at  350;  November  26th,  400  shares  at  345.  A.  What  date 
is  that  again? 

Q.  The  last  one  is  November  26,  1901.  That  is  the  last  of  the 
purchases  by  the  Equitable  in  1901;  and  on  December  23d  we 
have  the  resolution  which  has  just  been  read.  Now,  will  yoix 
kindly  look  at  the  sheet  containing  dates  and  purchases,  and  tell 
me  which  of  those  transactions  so  far  as  you  can  state  were 
purchases  from  any  officer  of  the  Equitable?  A.  There  is  no 
l^ossible  way  by  which  I  can  judge  from  these  figures  who  they 
were  bought  from  except  as  it  states  here. 

Q.  Do  you  recall  now  in  the  light  of  the  resolution  of  Decem- 
ber 23,  1901,  that  the  purchases  from  the  American  Deposit  & 
l^oan  Company  were  in  effect  purchases  from  officers  of  the  So- 
ciety?    A.  They  were  not  purchases  from  me. 

Q.  Are  you  able  to  say  that  positively  in  view  of  Mr.  Jenkins' 
testimony  that  you  received  a  check  for  the  profits?  A.  Up-  to 
the  balance  of  1901  I  only  owned  100  shares,  consequently  I  could 
not  have  sold  all  those  that  you  speak  of. 

Q.  Then  if  you  only  owned  one  hundred  shares  dovni  to  Decem- 
ber, 1901,  the  sale  to  the  Equitable  by  Williamson  &  Squire  on 
your  account  under  date  of  November  22,  1901,  at  350,  as  shown 
in  their  transcript,  apparently  being  the  transaction  referred  to 

irader  date  of  November  25  as  shown  in  the  Equitable A. 

That  must  have  been  mine. 

Q.  Was  your  stock?  A.  I  don't  know  where  I  got  it  from  or 
how  much  I  paid  for  it. 

Q.  That  must  have  been  if  you  only  had  the  one  hundred  share.-: 
ir.  this  division  in  the  preceding  March,  that  one  hundred  shares? 
A.  No. 

Q.  Where  did  you  get  any  other  one  hundred  shares?  A.  I 
don't  remember. 

Q.  You  had  not  yet  acquired  those  through  the  er change  for 
Central  Eealty?     A.  No. 

Q.  And  I  understood  you  to  say  a  moment  ago  that  the  only 
one  hundred  shares  you  owned  down  to  December,  1901,  were 
what  you  had  gotten  from  the  Equitable?  A.  That  was  my 
recollection  when  I  made  the  statement.     If  I  actually  sold  to 
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them  another  one  hundred  shares,  I  must  have  bought  another 
hundred  shares  from  somebody  else. 

Q.  But  you  don't  know  that  you  did  sell  to  them  another  one 
hundred  shares;  you  may  have  sold  them  the  same  one  hundred 
shares?    A.  I  could  not  have  sold  the  same  one  hundred. 

Q.  Why  not?  "Why  could  you  not  have  sold  to  the  Equitable 
in  November  what  you  had  bought  from  the  Equitable  in  the 
preceding  March,  and  is  not  that  one  of  the  transactions  which 
was  confirmed  by  this  resolution?  A.  Well,  but  you  have  got  it 
there,  another  hundred  shares  besides  that,  haven't  you? 

Q.  I  have  here  a  statement  that  you  sold  to  Williamson  & 
Squire  on  June  17,  1901,  one  hundred  shares  at  310;  yes,  I  have 
that;  it  does  appear  that  you  did  hicve  two  hundred  shares  to  dis- 
pose of,  according  to  that  ?  A.  Well,  I  cannot  really  account  for 
that  other  one  hundred  shares. 

Q.  But,  of  course,  there  was  one  hundred  shares  that  you  did 
sell  to  the  Equitable  in  November,  that  appears  from  the  reports 
of  your  son's  firm?  A.  That  I  do  not  question,  anything  that 
they  say. 

Q.  Now,  what  other  officers  of  the  Equitable,  so  far  as  you 
know,  had  sold  to  the  Equitable,  which  led  to  that  resolution. 
Are  you  able  to  answer  that,  Mr.  Squire?  A.  Well,  my  answer 
would  be  to  that  that  the  resolution  as  you  read  it  might  be  an 
erroneous  construction  of  it. 

Q.  I  think  you  miss  my  point,  Mr.  Squire.  The  resolution 
confirms  the  purchases  that  had  been  made?    A.  Yes. 

Q.  Now,  were  any  of  the  purchases  purchased  from  ofiicers 
other  than  yourself?  A.  I  don't  know;  I  don't  know  any  ofiicer 
that  sold  to  the  Equitable  at  all. 

Q.  I  call  your  attention  to  a  sheet  furnished  by  the  Equitable 
which  shows  that  650  shares  were  purchased  from  you  in  May, 
1901  — ■  May  15,  1901  —  of  Lawyers'  Mortgage  Insurance  Com- 
pany or  Lawyers'  Mortgage  Company  —  do  you  recall  that  trans- 
action ?  A.  My  impression  is  that  that  was  a  sale  that  was  made 
by  the  company  themselves,  sir. 

Q.  A  purchase?  A.  A  purchase,  and  the  reason  it  is  down 
in  my  name  is  because  it  was  bought  in  my  name. 

Q.  Do  you  know  who  the  real  seller  was?  A.  I  think  it  was  the 
Lawyers'  Mortgage  Insurance  Company  itself.  1  never  owned 
any  350  shares  of  Lawyers'  Mortgage. 

Q.  Did  the  ofEcers  of  the  Equitable  acquire  shares  of  the 
Lawyers'  Mortgage  ?    A.  Yes. 
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Q.  Ill  what  way?    A.  By  their  increasing  their  capital. 

Q.  "When  was  that  —  how  long  after  this  time,  if  you  remem- 
ber?   A.  Well,  that  seems  to  be  the  first  transaction. 

Q.  When  was  it  that  the  capital  was  increased  and  the  officers 
received A.  T  think  about  the  date  you  have  there. 

Q.  Then,  in  that  case,  instead  of  the  Equitable  getting  the 
allotment  from  the  company  as  in  the  case  of  the  Lawyers'  Title 
Insurance  Company  you  got  the  allotment  and  made  the  division 
outside?     A.  Exactly. 

Q.  What  was  the  entire  amount  that  you  got  from  the 
Lawyers'  Mortgage  Company?  A.  That  I  have  forgotten.  I 
have  a  memorandum  of  it  somewhere. 

Q.  Do  you  remember  who  obtained  shares  on  the  division?  A. 
jSTo.     Isn't  that  in  the  same  place  that  the  other  was? 

Q.  You  see  the  other  was  a  ease  where  the  Equitable  took  the 
stock  and  transferred  it,  but  in  this  case  you  apparently  got  the 
stock  and  divided  it  and  made  over  to  the  Equitable  the  share  the 
Equitable  was  to  take?    A.  Yes. 

Q.  So  that  the  Equitable's  books  apparently  do  not  show 
what  the  officers  received.  Are  you  able  to  state?  A.  No,  I 
would  have  to  refer  to  the 

Q.  Was  it  the  same  individuals?  A.  Well,  to  a  certain  extent. 
Mr.  Hughes,  I  am  very  glad  that  I  remember  that,  because  I 
never  had  650  shares  of  Lawyers'  Mortgage  in  my  life. 

Q.  Now,  take  James  H.  Hyde  —  did  he  have  some  of  the  Law- 
yers' Mortgage  stock?     A.   The  new  stock? 

Q.  On  that  division?     A.  Yes. 

Q.  Did  Annie  E.  Hyde,  also?     A.  I  am  not  sure  about  that. 

Q.  How  much  did  James  H.  Hyde  have?  A.  I  could  not  tell 
you. 

Q.  He  and  his  mother  had  two  hundred  shares  of  the  Lawyers' 
Title  Insurance  Company  stock?     Do  you  know  what  they  had  in 
the  other?     A.  Well,  I  should  have  to  refer  you  to  James  H." 
Hyde,  himself. 

Q.  Do  you  know  what  James  W.  Alexander  had?  A.  I  should 
have  to  refer  you  to  Mr.  Alexander. 

Q.  Do  you  know  if  he  had  any  of  it?  A.  I  know  he  had  some 
of  it. 

Q.  Did  Mr.  Jordan  have  some  of  it?     A.  Yes. 

Q.  And  you  kept  some  of  it?     A.  Yes. 

Q.  And  General  Fitzgerald?  A.  I  am  not  quite  sure  about 
that. 
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Q.  Mr.  Depew  ?    A.  'Mr.  Depew,  I  think,  had  some  of  it  —  yes. 

Q.  Mr.  C.  B.  Alexander?     A.  I  think  not. 

Q.  Mr.  H.  M.  Alexander?  A.  I  would  have  to  answer  those 
questions  by  referring  you  to  those  gentlemen  themselves. 

Q.  What  is  your  best  recollection?  A.  T  cannot  tell  who  I 
divided  them  up  among. 

Q.  Mr.  Mclntyre?     A.  Mr.  Mclntyre  had  some. 

Q.  Mr.  Wheelock?     A.  No. 

Q.  Mr.  Marcellus  Hartley?     A.  I  don't  know. 

Q.  jSTow,  the  transaction  that  I  called  your  attention  to  a  mo- 
ment ago,  on  October  11,  1901,  when  there  was  a  purchase  of  both 
Lawyers'  Title  Insurance  Company  stock  and  Lawyers'  Mortgage 
Insurance  Company  stock  is  referred  to  with  reference  to  the 
Mortgage  Company's  stock  in  this  second  item,  October  11th,  805 
shares  at  211.  Do  you  remember  anything  about  that?  A.  No, 
I  don't  remember  anything  about  it. 

Q.  Do  you  remember  the  resolutoin  that  was  passed  confirming 
purchases  in  the  case  of  the  Mortgage  Company  stock?     A.  Yes. 

ME.  HUGHES:  I  -mil  read  that  on  the  record.  This  is  the 
same  resolution  that  applied  to  both  .classes  of  stocjk,  that  I  read 
before. 

ME.  HUGHES :  Now,  there  are  a  good  many  things  that  we 
would  like  to  have  your  testimony  about,  but  in  view  of  your 
physical  condition,  I  shall 

THE  WITNESS:    I  should  like  to  have  you  go  on. 

ME.  HUGHES:  I  do  not  want  to  proceed  at  the  risk  of  your 
health,  and  I  am  merely  explaining  why  it  is  that  we  leai^e  that 
subject  now  in  order  that  we  may  take  up  one  or  two  matters  be- 
fore the  close  of  the  hearing. 

THE  WITNESS:  Allow  me  to  say  that  I  think  that  that 
805  —  it  just  occurs  to  me  —  that  the  805  shares  of  Lawyers' 
Mortgage  was  probably  for  some  of  the  other  participants  who 
had  their  loans  In  that  company. 

Q.  Was  not  the  transaction  that  they  were  purchased  by  Wil- 
liamson &  Squire  in  the  names  of  Thomas  D.  Jordan  and  James 
H.  Hyde,  the  stock  being  delivered  to  the  American  Deposit  & 
Loan  Company  and  then  by  the  American  Deposit  &  Loan  Com- 
pany transferred  to  the  Equitable,  and  the  check  for  the  profits 
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being  given  to  you  as  I  have  said?     A.  That  belonged  to  James 
II.  Hyde,  W.  H.  Mclntyre,  and  George  H.  Squire. 

Q.  You  remember  about  that  now?     A.   Yes,  now. 

Q.  Now,  I  shall  be  very  glad  to  have  you  state  the  facts  about 
it,  Mr.  Squire,  as  you  remember  it.  A.  When  the  stock  of  the 
Lawyers'  Mortgage  Insurance  Company  was  increased,  the  amount 
that  Mr.  Hyde,  Mr.  Mclntyre  and  myself  took  was  paid  for  by 
the  American  Deposit  and  Loan  Company  and  afterward  trans- 
ferred to  the  Equitable  Trust  Company.  When  I  was  in  the 
hospital  a  year  ago  or  over  a  year  ago  that  stock  was  sold  by  the 
Equitable  Trust  Company  to  Williamson  &  Squire.  Am  I  not 
right  in  that? 

Q.  I  think  you  are  referring  to  a  transaction  subsequent  to 
the  one  which  appears  upon  this  sheet.  The  transaction  I  have 
called  your  attention  to  is  a  purchase  by  the  Equitable  Life  Assur- 
ance Society,  on  October  11,  1901,  of  805  shares  from  the  Ameri- 
can Deposit  &  Loan  Company.  Ifow  it  appears  in  evidence  that 
the  American  Deposit  &  Loan  Company  had  been  acquiring  the 
stock  from  Williamson  &  Squire  from  time  to  time  in  the  pre- 
ceding weeks  or  months,  and  that  when  a  block  had  been  ob- 
tained it  was  sold  by  the  American  Deposit  &  Loan  Company  to 
the  Equitable  at  an  increased  price,  and  the  profits  on  this  trans- 
action as  well  as  on  a  similar  transaction  in  the  Lawyers'  Title 
Insurance  Company's  stock  were  paid  over  to  you.  That  is  the 
transaction  that  I  intended  to  call  your  attention  to.  This  mat- 
ter you  mentioned  was  evidently  later?  A.  I  think  the  trans- 
action I  had  later,  whatever  profit  was  on  it,  was  paid  over  to  Mr. 
Hyde. 

Q.  That  was  at  a  later  time?     A.  That  was  at  a  later  time. 

Q.  That  is  what  is  known  between  you  and  Williamson  & 
Squire  as  the  Hyde,  Squire  &  Mclntyre  joint  account?  A.  _That 
is  what  was  known  in  the  Equitable  Trust  Company. 

Q.  As  the  Hyde,  Squire  &  Mclntyre  joint  account  ?     A.  Yes. 

Q.  And  in  whose  name  was  the  account  kept — was  that  the 
name  of  the  accoimt?     A.  I  think  it  wao. 

Q.  With  the  Equitable  Trust  Company?  A.  With  the  Equi- 
table Trust  Company. 

Q.  Were  there  profits  on  that  transaction?  A.  Well,  it  is 
very  difficult  to  tell  how  much  the  profits  were,  because  we  paid 

a  regular  rate  of  interest  on  the  whole  amount that  is,  the 

whole  value,  and  got  a  sinall  rate  of  interest  upon  the  par  value, 
but  there  was  a  profit,  we  will  say,  yea. 
'80 
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Q.  And  who  got  the  profit?  A.  Mr.  Hyde,  Mr.  Mclntyre  and 
mvself. 

Q.  You  don't  know  how  much  it  was?     A.  I  do  not,  really. 

Q.  Approximately?  A.  Well,  I  should  say  in  the  neighborhood 
of  $4,000. 

Q.  Was  that  $4,000  apiece  ?     A.  Tes,  apiece. 

Q.  How  long  ago  was  that?  A.  That  was  last  Octoher,  a 
year  ago. 

Q.  And  that  stock  which  was  sold,  the  profits  from  which  were 
divided  in  this  way,  was  part  of  the  shares  which  had  been  ac- 
quired in  your  individual  name  at  the  time  of  the  increase  in  the 
stock   of  the  Lawyers'  Mortgage   Company?     A.  Yes,   sir. 

Q.  And.  which  was  not  transferred  to  the  Equitable,  but  kept 
by  the  ofiicers?     A.  Yes. 

Q.  Before  we  part  to-day  T  want  to  ask  you  about  this  George 
H.  Squire,  Trustee,  account  ?     A.  Well,  I  am  very  glad  you  have. 

Q.  If  we  have  a  minute  or  two  will  you  state  briefly  what  it 
was  ?  A.  Mr.  Alexander  came  to  me  one  day  and  said  that  they 
wanted  to  open 

BY  ME.  EANSOM: 

Q.  The  president  ?  A.  President  Alexander — that  they  wanted 
to  open  a  separate  account  in  the  Equitable  Trust  Company,  and 
asked  me  if  I  had  any  objection  to  having  that  account  opened  ia 
my  name,  as  trustee.  At  the  same  time  he  made  the  remark  that 
all  institutions — ftll  large  institutions  found  it  sometimes  con- 
venient to  have  accounts  outside  of  their  own  books.  I  told  him ' 
I  had  no  objection  so  long  as  it  was  all  right  and  proper,  and  that 
account  was  opened  in  that  way. 

BY  ME.  HUGHES : 

Q.  ISTow,  these  proceeds  of  certain  shares  that  were  carried 
to  the  credit  of  George  H.  Squire,  Trustee,  account,  beginning 
with  April  11,  1900,  were  proceeds  of  shares  belonging  to  the 
Equitable  Life  Assurance  Society,  were  they  not?  (Showing 
witness  book.)  A.  I  Avould  like  to  say  that  this  book  is  not  the 
book  that  the  George  H.  Squire,  Trustee,  account  was  kept  in. 
It  ^vas  kept  by  Mr.  Jordan.     That  is  simply  a  copy  of  the  book. 

Q.  Copied  by  Mr.  Graves  ?  A.  It  is  copied  by  Mr.  Graves,  but 
I  presume  it  is  correct. 

Q.  You  refer  to  Exhibit  921  for  identification  ?     A.  Yes. 
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Q.  And  afterwards  Exhibit  207  in  evidence.  Go  on,  ^Ir. 
Squire.  "Were  all  the  securities  mentioned  there  proceeds  of 
Avhich  went  into  that  account  the  property  of  the  Equitable  Life 
Assurance  Society  ?     A.  I  could  not  tell  you. 

Q.  Did  you  deposit  any  individual  moneys  to  the  credit  of 
that  account  ?  A.  No ;  but  I  will  tell  you,  if  you  will  allow  me. 
]\Ir.  Jordan  came  to  me  from  time  to  time  with  some  securities — 
where  he  got  them  from  I  don't  know ;  they  were  not  the  secur- 
ities such  as  we  had  on  our  statement,  and  which  was  in  the  secur- 
ity department,  which  I  was  supposed  to  be  custodian  of.  Where 
they  came  from  I  absolutely  don't  know.  I  could  perhaps  gi^'e 
a  guess,  but  I  absolutely  don't  know ;  but  he  would  bring  them  to 
me,  and  they  would  be  sold,  and  they  would  be  deposited  to  the 
credit  of  this  account. 

Q.  I  find  under  date  of  July  22,  1901,  a  deposit  in  your  account 
with  the  American  Deposit  &  Loan  Company,  that  is  the  account 
of  George  H.  Squire,  Trustee,  of  forty  thousand  dollars  which 
I  do  not  find  mentioned  in  the  book  which  you  have.  Can  you  tell 
me  what  was  the  source  of  that  forty  thousand  dollars  ?  A.  No, 
I  can  say  this — it  had  no  connection  whatever  with  this  matter. 

Q.  The  deposit  to  the  credit  of  George  H.  Squire,  Trustee,  on 
the  left-hand  side  (indicating)  ?  A.  Then  on  the  opposite  side 
there  is  a  check  drawn  the  same  date  for  the  same  amount. 

Q.  "Well,  what  was  that  ?  A.  The  only  way  I  can  account  for 
that  is  to  get  thut  voucher  and  see  it. 

Q.  You  don't  remember  anything  about  it?  A.  I  don't  re- 
member it. 

Q.  You  don't  know  what  occasion  there  was  for  a  payment  of 
$40,000  about  that  time  which  would  make  it  advisable  to  have 
it  go  through  your  account  as  trustee  ?  A.  'No,  unless  it  \tas  an 
error  and  it  was  made  up  again ;  but  it  is  evidently  a  credit  and 
debit  the  same  day. 

Q.  "Would  it  be  an  explanation  of  that  that  there  would  be  a 
desire  to  make  a  payment  of  $40,000  which  it  wag  preferred 
should  go  through  your  account  as  trustee?  A.  I  really  cannot 
understand  it  at  all  except  that  it  was  an  error,  and  been  cor- 
rected, because  it  is  exactly  the  same  day. 

Q.  Yes,  but  it  would  hardly  be  an  error  that  that  account  would 
be  credited  in  the  bank  with  $40,000.  A.  And  then  charged 
with  it. 
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Q.  An  explanation  would  be,  there  was  a  deposit  made  and 
then  a  draft  for  the  same  amount,  not  that  there  was  an  error,  but 
you  don't  remember  anything  about  it?  A.  I  don't  remember 
anything  about  it  at  all.  The  only  man  that  can  tell  you  about 
that  would  be  Mr.  Jordan. 

Q.  How  many  checks  did  yoii  sign  upon  that  account?  A.  I 
think  two. 

Q.  What  were  they?  A.  One  of  them  was  $100,000  to  the 
order  of  J.  W.  Alexander. 

Q.  And  that  went  to  the  J.  W.  Alexander  'So.  3  accoimt  with 
the  Mercantile  Trust  Company  ?  A.  I  don't  know  where  it  went 
to.     It  was  deposited  with  the  Mercantile  Trust  Company. 

Q.  You  don't  know  to  what  account  they  credited  it?     A.  No. 

Q.  And  the  other  check?  A.  $65,000  which  was  drawn  pay 
to  the  order  of  the  Mercantile  Trust  Company. 

Q.  You  don't  know  to  what  account  that  was  put?  A.  Both 
of  those  checks  were  drawn  by  the  order  of  the  president. 

Q.  Who  drew  the  other  check  on  that  account?  A.  I  don't 
recollect  whether  I  drew  —  who  drew  —  which  one  drew  that. 

BY  MR.  COX: 

Q.  Were  there  but  three  checks  drawn  against  it? 

ME.  HUGHES:  Five  I  think. 

MR.  RANSOM:    He  only  remembers  two. 

THE  WITNESS:  Here  it  says,  "  Paid  cash  drawn  by  T.  D. 
Jordan,  $2,000."  Here  seems  to  be  another  check  that  was 
drawn,  Paid  to  the  Equitable  Trust  Company  to  reduce  loan 
account. 

BY  MR.  HUGHES: 

Q.  That  was  a  check  that  was  drawn  on  a  participation  in 
a  syndicate  which  had  been  taken  by  George  H.  Squire,  trustotj, 
where  the  calls  were  paid  through  moneys  loaned  by  the  Equitable 
Trust  Company  ?     A.  Exactly. 

Q.  And  you  drew  a  check  on  this  account  of  George  H.  Squire, 
trustee,  in  reduction  of  that  loan  account?  A.  No,  it  was  not 
that  for  that.     It  was  for  margin.  .. 

Q.  Margin  on  what  ?     A.  On  the  loan. 
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Q.  AVhat  do  yoii  mean  by  that?  A.  Well,  I  mean  that  the 
loan  was 

Q.  A  little  too  much  for  the  security?  A.  A  little  more  se- 
curity than  the  loan  required  just  at  that  time,  so  that  the  $20,000 
went  in  it. 

Q.  The  participations  upon  which  the  loan  was  made  —  that  is 
the  certificates  of  participation  \ipon  which  the  loan  was  made 
were  of  such  a  value  that  the  Equitable  Trust  Company  desired 
some  margin  in  the  account  and  thereupon  you  drew  this  check 
of  $25,000  to  supply  the  margin  upon  the  account  of  George  II. 
Squire,  trustee  —  that  is  it,  isn't  it?  A.  Yes,  that  is  it.  Would 
you  allow  me  to  make  another  remark?  I  do  not  see  in  this  ac- 
count here'  that  you  have  got  here,  any  reference  that  could 
charge  me  wi:h  $40,000. 

Q.  1^0,  there  is  nothing  in  that  bank  book  about  it,  and  that  is 
the  reason  I  asked  you  for  an  explanation  of  what  appeared  m 
the  bank  book  that  did  not  appear  in  Exhibit  207  ?  A.  All  the 
moneys  that  was  received  was  put  in  here  in  the  book  (referring 
to  Exhibit  207). 

Q.  So  possibly  Mr.  Jordan  could  have  dejDosited  to  the 
credit  of  the  account  $40,000  and  then  drawn  against  it?  A. 
Well,  that  is  my  feeling  that  that  is  the  case. 

Q.  The  $40,000  which  appear  to  have  been  deposited  on  July 
12,  1901,  to  the  credit  of  George  H.  Squires,  trustee,  and  from 
the  statement  from  the  other  side  of  the  account  to  have  been 
withdrawn,  does  not  appear  at  all  in  the  book  Exhibit  192,  for 
identification,  was  that  ever  entered  in  any  book  of  account  that 
you  know  of  apart  from  this  bank  book?     A.   i>io. 

Q.  Did  you  have  anything  to  do  with  the  deposit  of  that 
money  or  with  its  withdrawal  ?     A.   jS^o. 

Q.  Now,  where  did  you  get  the  moneys  that  were  placed  to  the 
credit  of  the  account  —  that  is  the  other  moneys?  A.  Two  syn- 
dicates are  they  not?  Received  from  Kuhn,  Loeb  &  Company  a 
check  to  the  order  of  the  Equitable  Life  Assurance  Society,  and 
those  checks  were  shown  to  Mr.  Alexander  and  by  him  ordered  to 
be  placed  to  the  credit  of  this  account  and  endorsed  and  upon 
receiving  such  instructions  they  were  endorsed  by  T.  D.  Jordan  as 
comptroller. 

Q.  And  the  other  moneys  that  were  placed  to  the  credit  of 
George  II.  Squire,  trustee  account,  were  proceeds  of  securities 
placed  in  your  hands  by  Mr.  Jordan  for  sale?     A.  Exactly. 
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Q.  And  you  don't  know  the  origin  of  those  securities?  A.  I 
don't  know  the  origin  of  those  securities. 

Q.  Do  you  have  any  reason  for  doubting  they  were  the  property 
of  the  Equitable  Life?  A.  I  have  no  reason  for  doubting.  I  do 
not  believe  for  a  moment  he  would  deposit  to  that  credit  unless  it 
did  belong  to  them. 

Q.  To  the  Equitable  Life?     A.  To  the  Equitable  Life. 

Q.  Now,  the  drafts  on  the  account  were  first  $2,000  drawn  in 
cash  by  Mr.  Jordan.  Do  you  know  what  was  done  with  that? 
A.  '^0. 

Q.  And  a  check  for  $100,000  which  according  to  the  entry 
in  the  book  went  to  the  Mercantile  Trust  Company  to  reduce 
the  J.  W.  A.  ISTo.  3  account?  A.  That  I  never  saw.  I  knew  that 
it  went  to  —  it  was  drawn  I  taike  it  ought  to  be  put  there  —  it 
was  drawn  to  the  credit  of  James  W.  Alexander  and  endorsed  over 
to  the  Mercantile  Trust  Company. 

Q.  The  entry  in  your  book  is  check  drawn  to  the  order  of  J. 
"VV.  Alexander  and  endorsed  over  to  the  Mercantile  Trust  Com- 
pany to  reduce  J.  W.  A.  ISTo.  3  account?  A.  I  say  I  never  saw 
that. 

Q.  You  merely  know  there  was  a  check  for  $100,000?  A.  I 
knew  there  was  a  check  of  $100,000  given  to  Mr.  Alexander. 

Q.  And  it  went  to  the  Mercantile  Trust  Company?  A.  And  it 
went  to  the  Mercantile  Trust  Company. 

Q.  Then  the  check  of  $65,000  on  October  4,  1902,  went  to  the 
Mercantile  Trust  Company?     A.  Exactly. 

Q.  Then  there  was  a  check  of  $20,000  that  went  to  the  Equit- 
able Trust  Company  to  reduce  a  loan  account  upon  a  syndicate 
participation?     A.  Exactly. 

Q.  The  profits  of  which  syndicate  participation  went  to  the 
Equitable  Life  Assurance  Society?  A.  I  think  they  have  already 
assumed  that. 

Q.  Then  there  was  another  check  of  $75,000  which  went  to  the 
Equitable  Trust  Company  to  reduce  a  loan  on  the  bond  and  navi- 
gation syndicate,  and  that  was  an  Equitable  transaction?  A. 
Yes,  sir. 

Q.  And  the  balance  of  the  account  $365.45  was  transferred  to 
the  account  of  Louis  M.  Bailey,  trustee?     A.  Yes. 

^Q.  That  closes  the  whole  matter  so  far  as  that  account  ig  con- 
cerned?    A.  That  closes  the  whole  matter, 

Adjourned, 
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MR.  HUGHES :  Tlie  deposition  was  continued  on  November 
24:tli  as  follows: 

21  West  76th  Street,  New  York  City. 

Novemter  24,  1905. 

DEPOSITION  OF  GEORGE  H.  SQUIRE  (Continued). 

JUDGE  RANSOM:  I  want  to  state  for  the  record,  in  behalf 
of  Mr.  Squire,  that  speaking  from  my  recollection  of  the  hearing 
that  we  had  here  at  the  house  a  week  ago,  or  thereabout,  I  recol- 
lect, it  seems  to  me,  that  there  was  some  expectation  on  your 
part,  Mr.  Hughes,  that  Mr.  Squire  would  try  to  inform  himself 
from  an  examination  of  his  books  and  papers,  if  he  could  find 
them,  in  regard  to  some  matters  you  asked  him  about,  especially 
in  regard  to  the  twenty-two  thousand  dollar  item. 

I  want  to  say  that  Mr.  Squire  has,  for  two  reasons,  been  utterly 
unable  to  do  anything  about  that  so  as  to  inform  himself  to  an- 
swer, by  the  aid  of  any  examination  of  his  papers,  first  because 
he  is  utterly  physically  unable  to  do  it;  if  he  had  them  spread 
out  before  him  all  the  time  he  could  not  have  done  it;  and  next, 
that  he  has  not  had  them  in  his  possession,  and  has  not  been  able 
to  get  them.  It  was  only  yesterday,  I  think,  or  the  day  before, 
and  Mr.  Winthrop  will  correct  me,  if  I  am  wrong,  that  I  heard 
from  Mr.  Winthrop  that  the  information  that  I  had  had  about 
those  papers,  and  where  they  had  gone  and  who  had  taken  them 
away,  had  been  a  mistake,  and  that  the  papers  had  been  sent  lo 
Mr.  Squire's  brokers,  and  then  found  that  that  was  true.  Bat 
I  did  not  get  that  information  until  late  yesterday,  so  ihat  really 
there  has  been  no  opportunity  to  examine  those  papers,  even  if 
Mr.  Squire  had  been  able  to  do  it. 

MR.  HUGHES:  Would  it  be  more  convenient  for  Mr.  Squire 
to  have  the  examination  proceed  at  a  later  date,  after  he  had  had 
such  opportunity? 

JUDGE  RANSOM:  I  think  if  you  could,  in  justice  to  your 
own  plans,  in  regard  to  what  you  expect  or  want  to  do,  or  cover 
by  your  examination  of  Mr.  Squire,  go  on  and  finish  with  him 
to-day,  it  would  be  a  very  agreeable  thing  to  him,  and  important 
to  him,  and  if  you  can  do  anything  at  all  to-day,  even  if  you  have 
tp  take  another  day,  I  would  rather  you  would  do  it  to-day,  and 
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get  as  much  done  as  possible  to-day.  That  is  the  way  we  feel 
about  it.  The  reason  I  want  you  to  go  on  to-day,  is  on  account 
of  Mr.  Squire's  health.  Mr.  Squire  is  a  very  sick  man,  and  the 
examination  the  other  day,  which  he  seemed  to  sustain,  I  thought, 
splendidly,  broke  him  down  very  much,  and  he  has  been  very  much 
worse,  and  I  have  had  a  conversation  with  his  physician,  as  I  told 
you  the  other  day,  talking  to  me  about  this  examination,  and 
he  said  that  it  must  be  concluded,  and  must  be  concluded  right 
away. 

MR.  HUGHES:    Judge  Eansom,  have  you  got  Mr.  Squire's 
checkbook  of  October,  1901? 

JUDGE  EAISrSOM:  I  think  I  have.  I  am  not  entirely 
certain. 

MR.  HUGHES:  And  will  you  permit  me  to  look  at  that  for 
the  purpose  of  identifying  the  entry,  if  possible,  of  the  twenty- 
two  thousand  dollars,  and  the  disposition  of  it? 

JUDGE  RANSOM:    I  certainly  will. 

THE  WITNESS:     My  physician  says  I  must  not  go  on 


MR.  HUGHES:  I  have  no  desire,  Mr.  Squire,  to  continue 
the  examination  at  peril  to  you. 

THE  WITNESS:     I  know  you  have  not. 

MR.  HUGHES :  And  to-day,  as  the  other  day,  when  the  point 
if  reached  when  it  would  not  be  just  or  proper  for  the  examina- 
tion to  continue,  I  desire  to  have  Judge  Ranson  indicate  that,  and 
the  examination  will  be  suspended. 

THE  WITNESS:  Thank  you,  very  much.  We  are  entirely 
willing  and  anxious  to  give  you  everything  we  have. 

JUDGE  RANSOM:  Of  course,  we  have  nothing  to  conceal. 
I  shall  regard  that  authority  as,  of  course,  subject  to  reasonable 
limitations. 

BY  MR.  HUGHES: 

Q.  Mr.  Squire,  when  did  you  first  begin  to  receive  syndicate 
allotments  for  yourself  and  associates  or  under  the  name  of 
George  H.  Squire  and  associates  ?  A.  I  have  not  any  data  or  any 
date. 

Q.  How  did  you  happen  to  receive  allotments  in  the  name  oi 
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(seoi-gc  H.  Squire  and  associates?  A.  I  was  requested  l>y  Mr. 
Alexander  and  Mr.  Hyde,  if  there  were  any  syndicates  that  I  hoard 
of,  to  try  to  get  such  proportion  as  I  thought  desirable,  provided, 
in  my  opinion,  the  syndicate  was  desirable. 

Q.  Which  Mr.  Hyde  was  this?  A.  That  was  James  H. 
Hyde. 

Q.  When  was  this?  A.  That  I  could  not  tell  you.  It  was  a 
very  short  time  before^a  very  short  time  before  the  com- 
mencement of  James  H.  Hyde  and  associates.  If  I  mistake  not, 
it  is — ^I  don't  think  there  were  but  very,  very  few  and  very  small 
amounts. 

Q.  Do  you  remember  the  syndicate  participation  under  the 
name  of  Louis  Fitzgerald,  or  Louis  Fitzgerald  and  associates? 
A.  Well 

Q.  Didn't  you  ever  hear  of  those  ?  A.  I  knew  that  there  were 
some  such. 

Q.  Did  you  participate  in  any  of  those?  A.  Some  of  them, 
yes. 

Q.  I  find  here,  in  1895,  Union  Pacific  Reorganization  Syndi- 
cate, Louis  Fitzgerald,  one  million  fire  hundred  thousand  dol- 
lars.    Did  you  participate  in  that?     A.  I  could  not  tell  you. 

Q.  I  find  January  26,  1897,  Union  Pacific  Purchase  Money 
Syndicate,  Louis  Fitzgerald,  participation  of  three  million  nine 
hundred  thousand  dollars.  Did  you  participate  in  that?  A,  [ 
could  not  tell  you.  I  think  perhaps  it  would  save  time  to  say  I 
have  neither  books — ^I  have  not  kept  any  books  in  fifteen  or 
eighteen  years,  being  out  of  business. 

Q.  Except  your  check  books  ?  A.  Except  my  check  books. 
If  I  got  any  money  in  I  put  it  in  deposit.  If  I  had  any  money 
tu  pay  out,  I  paid  it  out,  and  whatever  was  left 

Q.  Have  you  got  any  money  on  any  syndicate  participation 
that  will  appear  in  your  check  book,  if  your  check  book  is  in  ex- 
ifctence. 

Q.  Would  it  not  appear  on  the  deposit  part  of  the  book?  A. 
The  amount  would  appear  but  what  it  was  for  would  not  appear. 

Q.  Did  not  you  customarily  enter  the  sources  of  the  deposits? 
A.  No,  sir. 

Q.  Simply  so  much  money?  A.  Just  so  much  money  and  if 
there  were  three  or  four  checks,  put  them  all  down  together. 

Q.  As  a  total?     A.  As  a  total. 

Q.  Without  entering  the  checks?  A.  Without  entering  the 
ahecks. 
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Q.  What  was  the  reason  for  that  practice?  A.  There  was  no 
reason  whatever  and  no  reason  against  it. 

Q.  Did  you  have  any  memorandum  or  memorandum  bool; 
of  your  syndicate  participations?  A.  There  was  a  memoran- 
dum book  kept  in  the  Equitable  in  my  office  in  the  Equitable 
Society  and  I  think  in  that  book  is  almost  every  syndicate  that 
I  ever  had  anything  to  do  with. 

Q.  What  kind  of  a  book  was  that?  A.  Well,  Koger,  you  must 
have  seen  it.  It  is  a  book  about  that  wide  and  about  that  long 
(indicating). 

MR.  WDSTTHEOP:    In  the  cabinet? 

THE  WITNESS:  Yes. 

MR.  WINTHROP:  Then  Judge  Ransom  and  I  will  go  through 
that  cabinet. 

THE  WITISTESS:  I  think  every  syndicate  that  I  know  any- 
thing about  is  in  there. 

BY  JUDGE  RANSOM: 

Q.  Who  wrote  in  that  book?     A.  Sometimes  I  did  and  some- 
times my  private  secretary. 
Q.  Graves?     A.  Graves. 

BY  MR.  HUGHES: 

Q.  Does  this  include  all  the  George  H.  Squire  and  associ- 
ates syndicates?     A.  Yes. 

Q.  Does  it  also  include  the  syndicates  of  Loijis  Fitzgerald 
and  associates?     A.  Not  ali  of  them. 

Q.  But  it  does  not  include  all  in  which  you  were  a  partici- 
pant? A.  No.  Louis  Fitzgerald  and  associates  kept  his — per- 
haps I  am  saying  something  now  because  I  don't  know  whether 
he  kept  it  or  not,  but  he  had  separate  accounts  of  such  syndi- 
cates as  were  allotted  to  Louis  Fitzgerald  and  associates. 

JUDGE  RANSOM:  Perhaps  it  would  be  iair  for  you  to  ad- 
monish Mr.  Squire  that  you  do  not  want  any  information  from 
him  which  is  business  information  or  hearsay.  I  am  induced 
to  make  that  suggestion  because  he  is  saying  now  something  about 
Mr.  Fitzgerald's  syndicate  bookkeeping,  and  he  really  does  not 
know  anything  about  it. 

MR.  HUGHES:  I  do  not  think  it  necessary  that  the  Com- 
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inittee  shall  limit  itself  to  what  is  absolutely  personal  knowledge. 
If  Mr.  Squire  has  such  information  and  he  can  state  something 
which  is  entitled  to  credit,  of  course  I  do  not  want  his  surmises 
or  mere  conjectures,  but  if  from  his  information  and  experi- 
ences and  business  knowledge  he  has  information  upon  which  one 
could  fairly  act,  I  think  the  Committee  is  entitled  to  it. 

JUDGE  EANSOM:  I  think  so  too.  I  do  not  mean  to  sug- 
gest any  more  strict  application  of  the  rules  of  evidence  that 
ought  to  pertain  to  this  Committee  than  that.  If  it  were  some^ 
where  else  perhaps  I  would. 

THE  WITNESS:  I  can  then  state,  as  perhaps,  possibly,  the 
Committee  knows,  I  was  treasurer  of  the  Mercantile  Trust 
Company  before  I  went  up  as  financial  manager  of  the  Equi- 
table Life. 

JUDGE  KA^SOM:  I  think  you  ought  to  answer  questions 
and  not  be  giving  information  without  answering  questions. 

THE  WITNESS:  Well,  I  have  to  lead  up  to  it.  And  while 
I  was  treasurer  of  that  company  I  did  see  a  book  that  had  some 
of  these  syndicates  in, 

BY  MK.  HUGHES: 

Q.  Where  did  you  see  that,  Mr.  Squire  ?  A.  That  was  in  the 
ofiice  of  the  Mercantile  Triist  Company. 

Q.  Do  you  recall  the  Manhattan  Railway  Stock  Underwriting 
Syndicate  in  which  the  Mercantile  Trust  Company  had  a  partici- 
pation of  $9,000,000  in  1899  ?     A.  No,  I  do  not. 

Q.  It  would  appear  that  you  had  a  participation  in  that  syn- 
dicate of  $40,000.  Was  that  an  individual  participation  ?  A. 
I  cannot  say  even  that  I  had  the  $40,000. 

Q.  You  remember  nothing  about  it?  A.  I  don't  remember 
anything  about  it  at  all. 

Q.  Do  you  remember  the  Chicago  &  Alton  syndicate  of  March, 
1899,  in  which  Louis  Eitzgerald  had  a  participation  of  $1,000,000 
and  you  appeared  to  have  had  a  participation  of  $50,000  ?  A. 
No,  sir,  I  do  not.  I  do  not  mean  to  say  it  is  not  so,  understand 
me,  Mr.  Hughes,  I  only  say,  I  do  not  remember. 

Q.  You  do  not  remember  anything  about  that.  It  appears  that 
in  March,  1899,  there  was  a  syndicate  of  St.  Louis,  Iron  Mountain 
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and  Southern,  in  which  you  had  a  participation  of  $50,000  and  a 
'profit  of  $1,515.88.    Do  you  recall  that  ?    A.  I  could  not  recall  it, 

Q.  You  don't  remember  anything  about  it?  A.  I  could  not 
recollect  it. 

Q.  When  you  got  a  syndicate  participation  or  any  profit  upon 
a  syndicate  participation,  did  you  turn  the  profits  over  to  the 
Equitable?  A.  If  they  belonged  to  the  Equitable,  but  if  they 
belonged  to  me  and  I  paid  for  them  I  did  not. 

Q.  How  did  you  draw  the  distinction  ?  A.  You  just  said  there 
that  Louis  Fitzgerald  allotted  to  me  $40,000.  If  he  did  so,  there 
was  no  possible  question  of  doubt  but  what  I  paid  the  $40,000, 
therefore  I  would  have  taken  the  $1,500  —  was  it  $1,500  —  profit. 

Q.  In  other  words,  where  you  had  an  individual  participation 
efcd  there  was  a  profit  upon  it  that  was  an  individual  profit  which 
you  retained?     A.  Yes. 

Q.  ISTow,  under  what  circumstances  did  George  H.  Squire  and 
associates  obtain  allotments  ?  Were  they  requested  or  voluntarily 
given  ?  A.  I  thftik,  if  I  recall,  Mr.  Alexander  requested  Kuhn, 
Loeb  &  Company  and  J.  P.  Morgan  &  Company  if  they  had  any 
allotments  or  had  any  syndicates  that  they  would  send  the  allot- 
ments to  me  and  my  associates 

Q.  Upon  what  principle  did  you  divide  up  such  allotments  as 
came  to  George  H.  Squire  and  associates  ?  A.  It  was  divided  up 
to  Mr.  Alexander,  Mr.  Hyde,  Mr.  Mclntyre  and  myself.  And 
first,  before  any  division  was  made,  it  was  placed  before  the 
Executive  Committee  and  a  statement  was  made  that  we  had  been 
offered  by  so  and  so  such  and  such  a  participation,  and  they  were 
asked  what  part,  if  any,  they  wished.  After  they  had  decided 
then  the  rest  was  divided  up  in  the  manner  I  spoke  of. 

Q.  When  yo  say  they  were  asked  what  they  wished,  to  whom 
do  you  refer  ?  A.  What  the  Executive  Committee  thought  that 
the  Equitable  itself  would  be  wise  to  take  in  them. 

Q.  And  it  was  imderstood  that  what  the  Society  did  not  take  the 
different  members  of  the  Executive  Committee  would  have  an 
opporunity  to  take  individually?  A.  Yes,  but  they  did  not  — 
they  did  have  an  opportunity  but  they  did  not  always  take  it. 

Q.  Were  there  any  others  outside  the  members  of  the  Execu- 
tive Committee  to  whom  you  gave  a  participation  out  of  the  allot- 
ment to  George  H.  Squire  and  associates?    A.  Yes. 

Q.  Who  were  they  ?  A.  Well,  I  have  forgotten  now.  I  think 
the  Fidelity  Trust  Company  had  a  small  one  in  one  of  them. 
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Q.  That  was  exceptional,  was  it  not?  A.  I  don't  remember  — 
I  don't  remember  tlieir  having  but  one  - — no,  they  did  not  have 
one  of  mine.  It  was  another  one.  I  cannot  state  decidedly  who, 
outside  of  the  Executive  Committee  of  the  Equitable,  participated 
in  any  of  these  George  H.  Squire  and  associates  syndicates. 

Q.  Did  the  Executive  Committee  determine  what  allotment,  if 
any,  should  be  made  to  subsidiary  companies,  such  as  the  Mercan- 
tile Trust  Company  or  the  Equitable  Trust  Company  ?  A.  After 
their  own  decision  had  been  reached? 

Q.  After  they  had  reached  their  decision  as  to  what  the  Equi- 
table should  take,  then  did  they  proceed  to  decide  what  they 
themselves  should  take  or  allot  to  subsidiary  companies  ?  A.  Yes, 
and  the  subsidiary  companies  were  then  told  that  they  could  have 
that  allotment,  if  they  saw  fit. 

Q.  This  was  all  done  at  the  same  meeting,  they  determined 
what  the  Equitable  should  take  and  what  they  themselves  should 
take?    A.  I  think  so. 

Q.  And  you  made  the  entries  following  upon  that  in  the  book 
which  you  kept  for  that  purpose?     A.  Exactly,  sir. 

Q.  Mr.  Schiff  has  testified  as  follows: 

''  Q.  jSTow,  I  find  in  several  cases  a  reference  to  an  allotment 
to  George  H.  Squire  being  out  of  Kuhn,  Loeb  &  Company's  share. 
What  does  that  mean  ?  A.  That  is  a  special  favor  to  Mr.  Squire, 
who  asked  us  for  it.  We  gave  him  a  participation  out  of  our  o^vn 
allotment  so  that  it  would  not  fall  to  anybody  else's  share.  After 
the  allotment  had  been  made,  we  had  alloted  to  ourselves  so  and 
so  much,  Mr.  Squire  came  and  asked,  '  Cannot  I  have  a  small 
participation  in  that.'  We  gave  him  in  a  number  of  instances  a 
little  of  our  own  share. 

Q.  Well,  what  was  the  object  of  that?  A.  The  object  of  that 
v/as  that  Mr.  Squire  asked, us  for  it.  He  had  sons  who  were  in 
the  brokerage  business,  I  think  he  once  stated  to  us  that  he  wanted 
to  have  something  for  them. 

Q.  Sirajjly  a  favor  to  him  ?    A.  We  gave  it  no  attention. 

Q.  You  let  him  have  it.  A.  He  asked  us  just  as  you  would 
come  and  say  you  would  like  to  have  a  small  participation  in  some 
business,  and  if  it  was  not  a  menace  to  us  we  would  not  hesitate. 

Q.  Would  you  expect  me  to  buy  any  bonds?  A.  I  don't  think 
I  would. 

Q.  You  did  not  expect  Mr.  Squire  to  buy  any  bonds?  A.  I 
don't  think  we  did;  I  don't  think  we  did. 
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Q.  He  did  not  take  any  bonds  from  the  syndicate  managers 
in  those  cases  ^  A.  I  don't  think  he  did.  He  may  have  in  one  or 
two  instances;  I  don't  remember. 

Q.  My  attention  is  called  to  the  fact  that  you  had  Mr.  Squire 
on  your  list  before  he  became  financial  manager  of  the  Equitable  ? 
A.  He  was  an  old  friend." 

Q.  Do  you  recall  requesting  such  participation?  A.  Yes,  but 
with  all  due  respect  to  Mr.  SchifF,  I  don't  think  that  they  were 
numerous. 

Q.  What  was  the  occasion  for  the  request?  A.  Why,  I  thought 
there  Avas  money  to  be  made  from  it,  and  I  requested  an  allotment. 

Q.  Upon  what  basis  did  you  expect  Kuhn,  Loeb  &  Company 
to  faror  you  with  an.  allotment?  A.  Mr.  Schiff  and  myself  have 
always  been,  or  for  many  years,  very  close  friends,  and  I  would 
ask  hira  for  things  that  I  would  not  ask  any  other  banker  or 
broker  on  the  street  for. 

THE  CHAIRMAIST:  Mr.  Hughes,  had  we  better  try  to  finish 
before  having  an  adjournment? 

ME.  HUGHES:    I  think  we  had  better  adjourn. 

■  (Recess  to  2.30  P.  M.) 


AFTER  RECESS. 

(Mr.  Hughes  continued  r-eading  the  deposition  of  Mr.  George 
H.  Squire  as  follows:) 

Q.  You  were  at  that  time,  or  during  a  part  of  the  time  a  mem- 
ber of  the  Executive  Committee  of  the  Equitable?     A.  Yes,  sir, 

Q.  You  were  aware  that  the  Equitable  was  dealing  with  Mr. 
Schiff  or  Kuhn,  Loeb  &  Company  in  regard  to  securities  floated 
by  the  firm  as  syndicate  managers  ?     A.  Yes. 

Q.  In  regard  to  which  you  requested  a  particpation?     A.  Yes. 

Q.  My  attention  is  called  to  the  syndicate  of  C.  B.  &  Q.  pur- 
chase syndicate,  where  the  Equitable  Life  received  a  direct  par- 
ticipation of  $1,500,000  and  kept  $500,000  and  the  residue  was 
divided  among  a  number,  including  yourself,  ^s  lollows: 
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Mr.  Alexander $100,000 

Gen.  Fitzgerald 100,000 

J.  H.  Hyde 100,000 

C.  H.  Depew 100,000 

M.  Hartley 100,000 

W.  A.  Wheelock 100,000 

Mercantile  Trust  Co 100,000 

American  Deposit  &  Loan  Co 50,000 

Fidelity  Trust  Company 50,000 

George  H.  Squire,  et  al 200,000 

Do  you  recall  that?     A.  Yes. 

Q.  Who  were  associated  with  you  under  the  name  of  George 
IT.  Squire,  et  al  ?  A.  I  think  I  took  that  other  hundred  thousand 
dollars — I  took  one  hundred  thovisand  dollars  for  myself  and  an 
additional  one  hundred  thousand  dollars  for  Mr.  Wheelock. 

Q.  What  Mr.  Wheelock?     A.  Mr.  William  A.  Wheelock. 

Q.  Well,  Mr.  W.  A.  Wheelock  appears  to  have  had  $100,000. 
A.  Yes,  hut  my  impression  is  that  he  had  two  hundred  thousand 
dollars.     I  am  not  sure  about  that. 

Q.  How  did  it  happen  that  he  took  two  hundred  thousand  dol- 
lars ?  A.  Well,  I  presume — ^this  is  only  surmise — that  there  was 
$100,000  over  after  they  had  decided  what  the  Equitable  was  to 
have,  and  what  the  rest  of  them  were  to  have,  and  he  took  it. 

Q.  Do  you  recollect  that  the  Equitable  paid  all  the  calls  ?  A. 
Yes,  and  it  is  the  only  one 

Q.  For  the  entire  amount  of  $1,500,000  ?  A.  Yes,  I  remem- 
ber that  very  distinctly,  because  it  is  the  only  syndicate  that  we 
ever  entered  into  that  the  Equitable  Life  paid  the  whole  of  the 
money. 

Q.  Why  was  it  done  in  that  case  ?  A.  It  was — the  payment 
was  called  upon  one  morning,  and  when  I  got  down  there  I  found 
a  letter  from  J.  P.  Morgan  &  Company,  I  think,  it  war.  J.  P. 
Morgan  &  Company,  and  I  took  it  in  to  Mr.  Alexander,  as  I 
always  consulted  with  him  and  he  said,  "  We  have  got  more  money 
than  we  need,  why  not  pay  it  for  ourselves,  and  when  it  is  closed 
out  cliarge  each  individual  so  much  interest  and  divide  the  profit 
np." 

Q.  You  are  referring  now  to  the  time  of  the  first  call?  A, 
Yes.     Will  you  kindly  give  me  the  date  of  that  ? 

Q,  Yes,  the  first  call  was  May  14,  1901,  ten  per  cent,  one.  h\u\- 
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dred  and  fifty  thousand  dollars  on  iie  entire  allotuiemt.     A.   Yes. 

Q.  Made  by  J.  P.  Morgan  &  Company  ?     A.  Yes,  sir. 

Q.  And  the  second  call  was  in  July  for  $187,500.     A.  Yes. 

Q.  Will  you  explain  why  the  second  call  was  paid  by.  the  Equit- 
able? A.  The  second  call  was  probably  paid  by  the  Equitable 
for  the  reason  that  being  in  the  summer  there  were  very  few  there, 
particularly  about  that  date.  I  admit,  Mr.  Hughes,  that  the 
Equitable  paid  the  whole  of  that  participation. 

JUDGE  EANSOM:  In  that  regard,  would  it  not  be  in  line 
Avith  your  A\'ishes,  and  perhaps  you  had  it  in  mind  to  have  it  appear 
that  the  Equitable  loaned  this  money  out  to  the  individua,ls  and 
charged  them  interest? 

ME.  HUGHES:  That  will  come  in  a  few  moments.  That 
is,  the  Equitable,  at  the  time  of  the  final  settlement  of  interest, 
but  at  the  time  of  the  payments  it  did  not  make  any  loan,  in  form 
at  least,  to  the  individuals,  but  paid  the  entire  amount,  and  it  was 
settled  later,  when  the  profit  came  in. 

THE  WITNESS :  I  would  like  to  have  it  strictly  understood, 
because  there  has  been  so  much  said  about  it,  if  you  will  pardon 
me  again,  that  that  is  the  only  syndicate  that  the  Equitable  ever 
paid  any,  one  dollar,  for  any  single  participator  of  the  syndicate, 
excejDt  themselves. 

Q.  J.  P.  Morgan  &  Company  only  knew  the  Equitable  in  that 
transaction,  did  they  not  ?  That  is,  J.  P.  Morgan  &  Company 
made  the  calls  upon  the  Equitable  ?     A.  Yes. 

Q.  And  J.  P.  Morgan  &  Company  remitted  the  profits  to  the 
Equitable?     A.  Yes. 

Q.  And  it  appears  that  the  check  for  the  profits  was  turned 
over  by  the  Equitable  to  you  for  division  ?     A.  Yes. 

Q.  That  is,  the  entire  profit  when  the  syndicate  closed  out 
came  to  the  society  in  a  check  which  was  turned  over  to  you, 
and  you  then  divided  it  up,  do  you  recall  that?    A.  I  do. 

Q.  Why  was  that  done?  A.  That  was  simply  done --we 
could  not  ^  somebody  had  to  have  the  check  to  divide  it  up. 

Q.  Why  did  not  the  Equitable  divide  it  up?  A.  That  I  cannot 
teU. 

Q.  You  took  the  entire  amount  of  money  received  from  J.  P. 
^lorgan  &  Company,  and  then  paid  over  to  the  EqiutaUe  an 
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amount  which  equalled  their  advances  and  interest,  and  their 
share  of  the  profit  and  then  divided  the  residue  among  the  partici- 
pants, the  other  participants  ?    A.  That  seems  to  he  the  case. 

Q.  Did  you  have  any  consultation  with  any  of  the  officers  of 
the  Equitable  about  that?  A.  "Well,  they  were  all  there- — do 
you  mean  when  the  division  was  made  ? 

Q.  Yes,  or  at  any  other  time  as  to  the  way  in  which  it  should 
be  done?  A.  Yes,  and  I  Avill  even  go  further,  and  state  that  I 
never  made  any  division  or  payment  without  the  consent  of  the 
•  fficers. 

Q.  Why  did  not  the  Equitable  keep  the  entire  amount  of  the 
allotment  made  to  it?  A.  I  don't  know,  they  did  not  seem  to 
want  it. 

Q.  Is  there  any  reason  known  to  you  why  the  Equitable  could 
not  have  retained  the  one  million  five  hundred  thousand  dollars 
participation  in  the  C,  B.  &  Q.  syndicate?  A.  Yes,  because  at 
that  time  it  was  considered  a  rather  risky  thing,  and  I  was  rather 
doubtful  about  it,  because  of  the  enormous  syndicate,  it  was  as 
you  say,  seventy- five  million  dollars.  I  think  it  was  more  than 
that. 

Q.  Why  did  you  go  into  it  for  one  hundred  thousand  dollars? 
A.  Well,  I  was  perfectly  willing  to  trust  one  hundred  thousand 
dollars.    I  could  not  lose  over  one  or  two  or  three  per  cent. 

Q.  Why  did  not  the  same  argument  apply  to  the  Equitable? 
A.  Because  we  had  no  business  to  go  into  anything  where  we 
thought  they  might  lose  anything.  It  was  merely  a  question  of 
judgment. 

Q.  How  soon  after  did  your  own  opinion  change  as  to  the 
chances  of  the  venture?  A.  Well,  I  called  upon  Mr.  Morgan, 
and  I  saw  Mr.  Perkins,  and  he  gave  me  such  information  that  I 
thought  it  might  be  better  than  I  had  first  supposed. 

Q.  When  was  that  ?    A.  That  I  could  not  tell. 

Q.  How  long  after  the  allotment  to  the  Equitable?  A.  Oh,  I 
sboiild  think  within  a  week. 

Q.  What  was  the  substance  of  that  conversation  with  Mr. 
Morgan  and  Mr.  Perkins?     A.  Mr.  Morgan  was  not  there. 

Q.  Well,  was  Mr.  Perkins?  A.  I  could  not  tell  you  —  I  could 
not  go  into  details.  I  know  it  left  the  impression  on  my  mind 
that  it  would  be  what  we  call  a  fair  business  risk. 

Q.  Then,  why  did  you  not  relinquish  to  the  Equitable  the 
participation  which  you  had  just  taken  out  of  its  share?  A.  Well, 
I  did  not  see  any  reason  why  I  should, 
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Q.  Was  the  matter  brought  up  with  other  members  of  the 
Executive  Committee?  A.  J^o,  this  conversation  was  discussed 
at  the  Executive  Committee. 

Q.  This  what?  A.  The  conversation  I  had  with  Mr.  Perkins 
was  discussed  there. 

Q.  In  May,  1901,  shortly  after  the  allotment?  A.  "Whatever 
date  it  was. 

Q.  "Was  that  discussion  before  the  division  of  the  allotment 
among  the  individuals  ?    A.  I  really  don't  remember. 

Q.  Was  it  nearly  at  the  same  time?  A.  There  could  not  have 
been  very  much  difference. 

Q.  You  are  aAvare  that  the  Equitable  subsequently  invested 
A'ery  heavily  in  the  securities  which  were  floated  by  this  syndi- 
,cate?    A.  Yes,  they  became  very  popular  and  very  successful. 

Q.   That  was  within  a  few  months  of  the  time A.  Within 

a  few  months,  or  I  guess,  I  should  hardly  say  a  few  months,  but 
it  may  have  been. 

Q.  Do  you  know  to  what  extent  the  Equitable  bought  those 
securities?     A.  I  have  forgotten  now,  it  is  a  matter  of  record. 

Q.  Was  it  two  million  five  hundred  thousand  dollars  approxi- 
mately?   A.  It  is  a  matter  of  record;  I  have  forgotten. 

Q.  Well,  it  was  an  amount  far  in  excess  of  a  million  and  a  half? 
A.  I  don't  remember.     Mr.  Hughes,  you  may  think  that  I  am 

trying 

Q.  Not  at  all.  A.  But  I  am  not  at  all,  I  cannot  remember  ten 
thousand  transactions  that  we  had  down  there  year  in  and  year 
out. 

Q.  Do  yoii  recall  what  took  place  in  the  discussion  in  the  Exec- 
utive Committee  in  regard  to  this  C,  B.  &  Q.  syndicate,  as  to  why 
the  Equitable's  share  should  be  limited  to  one-third  of  their  allot- 
ment, that  is,  to  five  hundred  thousand  dollars?  A.  No,  it  was 
generally  —  manner  of  putting  it  was  this  way:  The  Committee 
was  informed  that  certain  bankers  or  brokers  had  offered  them 
certain  participations  and  whether  we  —  and  the  question  then 
came  up,  how  much,  if  any,  we  should  take.  Of  course,  a  great, 
great  many  syndicates  were  offered  that  we  did  not  take  any  of. 

JUDGE  RANSOM:  When  you  say,  "  we,"  may  I  inquire  what 
you  mean? 

THE  WITNESS:    Individuals  or  the  syndicates.        ..;, 
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JUBGE  EANSOM:    Individuals  or  the  syndicates* 

THE  WITNESS :    Or  the  Society,  I  mean.     Then  again,  some 
-of  them  came  up  that  the  indivduals  took,  but  they  were  of  a  class 
that  it  was  our  rule  not  to  deal  in  for  the  Society,  such  as  in- 
dustrials. 

Q.  Confining  your  attention  at  present  to  this  C,  B.  &  Q.  syn- 
dicate, do  you  recall  any  conversation  at  which  the  amounts  of  the 
individual  particpations  were  discussed ?     A.  Do  I  recall  any? 

Q.  Yes,  in  the  Executive  Committee  or  otherwise.  In  other 
words,  how  did  it  happen  that  one  hundred  thousand  dollars  was 
allotted  to  each  one  of  several  members  of  the  Committee?  A. 
I  think,  Mr.  Hmghes,  I  have  answered  perhaps  not  very  clearly, 
but  after  the  Society  was  offered  their  allotment  then  each  one  was 
offered  an  allotment. 

Q.  Well,  Mr.  Wheelock  apparently  thought  it  was  such  a  good 
thing  that  he  wanted  $200,000?  A.  I  am  not  sure  about  that, 
Mr.  Hughes,  I  am  not  sure  about  that;  but  my  impression  is  it  was 
Mr.  Wheelock. 

Q.  How  do  you  explain  his  desire  to  have  $200,000  in  this  syn- 
dicate allotment?     A.  I  do  not  explain  it. 

Q.  He  must  have  thought  it  was  a  good  thing,  didn't  he  ?  A.  It 
may  possibly  be  he  didn't  take  the  $200,000.     In  am  not  sure  of  it. 

Q.  Well,  you  took  $200,000  for  yourself  and  somebody  else? 
A.  Well,  I  have  got  to  get  those  checks  and  see. 

Q.  Did  various  members  of  the  Executive  Committee  say  they 
would  like  to  have  so  much?     A.  Yes. 

Q.  One  after  another  would  speak  up  and  say,  "  I  will  take  so 
much  ? "  A.  Usually  speaking  the  chairman  would  ask  each  in- 
dividual. 

Q.  And  who  was  the  chairman?  A.  The  chairman  was  Mr. 
James  H.  Hyde. 

Q.  Would  he  first  intimate  what  he  himself  would  taike?  A. 
N^ot  always,  as  is  shown  there. 

Q.  I  notice  a  participation  in  the  Pennsylvania  Coal  purchase 
syndicate  in  the  early  part  of  1901.  The  first  payment  was  Janu- 
ary 15,  1901.     Do  you  recall  that?    A.  What  was  the  title? 

Q.  Pennsylvania  Coal  purchase  syndicate.  You  appear  to 
have  had  a  participation  of  $100,000.     A.  Was  I  the  only  one? 

Q.  No,  Mr.  Wheelock  had  $100,000;  General  Fitzgerald,  $10Q,- 
000;  Mr.  Hadley  and  Mr.  Alexander,  $100,000  each.     A.  Well, 
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no  use  of  going  over  it,  I  suppose  it  is  the  same  thing.  I  do  not 
mean  to  say  there  is  no  use  of  going  over  it,  but  I  mean  I  sup- 
pose it  is  the  same  as  the  others,  with  this  difference,  each  man 
paid  his  own  allotment. 

Q.  And  the  participation  was  originally  allotted  to  General 
Fitzgerald  and  associates?     A.  I  don't  remember  about  that. 

Q.  Do  you  recall  what  discussion  there  was  in  the  Executive 
Committee  in  regard  to  that?  A.  I  don't  remember  any  other 
discussion  than  as  I  just  said,  that  giving  you  the  mode  in  which 
these  things  were  done. 

Q.  To  the  same  effect?  A.  One  would  be  the  same  as  the 
other. 

Q.  Did  you  regard  that  at  the  time  as  likely  to  be  a  good  busi- 
ness venture?  A.  Well,  I  probably  did  or  else  I  should  not  have 
gone  into  it. 

Q.  Did  you  have  any  reason  to  suppose  that  it  would  not  result 
in  a  profit?  A.  I  had  no  reason  in  that  particular  case  to  sup- 
pose that  it  would  not  result  in  a  profit,  although  from  experi- 
ence I  knew  that  a  good  many  of  them  did  not  result  in  a  profit. 
That  was  a  chance  I  took.     It  was  a  risk  that  I  took. 

Q.  Did  you  buy  any  bonds  from  the  syndicate  managers  indi- 
vidually in  these  syndicates?     A.  IST — oh,  beg  your  pardon,  yes. 

Q.  In  what  cases?  A.  Well,  the  only  case  that  J  can  remem- 
ber, was  Tobacco  syndicate. 

Q.  Was  the  Equitable  in  that?     A.  No. 

Q.  In  any  of  the  cases  in  which  the  Equitable  bought  bonds 
from  the  syndicate  managers  and  you  individually  were  inter- 
ested in  the  syndicate,  did  you  buy  any  bonds  from  the  syndicate 
managers?  A.  I  only  recalt  one  other  instance  and  that  is  the 
Third  Avenue  syndicate. 

Q.  In  all  other  cases  you  did  not  buy  any  bonds  ?  A.  We  did 
not  buy  them,  they  were- 

Q.  Withdrawn?     A.  They  were  turned  in  to  us. 

Q.  You  knew  that  the  Equitable  went  into  the  market  and 
bought  bonds  from  the  syndicate  managers  where  members  of 
the  Executive  Committee  were  interested  in  the  syndicate,  did 
you  not?     A.  Not  until  after  the  syndicate  had  been  formed. 

Q.  Naturally  not,  but  after  the  syndicate  had  been  formed  and 
members  of  the  Executive  Committee  had  individually  taken  sub- 
scriptions, you,  as  financial  manager,  were  aware  that  the  Society 
purchased  bonds  from  the  syndicate  managers?     A.  I  don't  think 
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at  the  time — oli,  yes,  they  bought  honds,  of  course,  and  very  glad 
to  get  them.     Put  that  down,  please;  very  glad  to  get  them. 

Q.  And  in  that  regard  the  case  of  the  Society  differed  from 
the  case  of  individual  participators — the  Society  bought  bonds 
on  the  public  offering  and  the  individuals  did  not?  A.  The  only 
difference  between  the  Society  and  the  individuals,  if  I  can  make 
myself  imderstood — I  don't  know  whether  I  can — was  that  in 
the  Society  they  bovight  the  bonds  and  took  the  risk  and  paid  the 
money,  and  the  individuals  took  the  risk  and  paid  the  money  and 
did  not  buy  any  bonds. 

Q.  Exactly.     A.  But  could  have  done  so  if  they  had  liked. 

Q.  And  you  were  aware  that  in  buying  bonds  from  the  syndi- 
cate managers  you  contributed  to  the  fund  which  was  divided  as 
profits  among  the  members  of  the  syndicate?  A.  Well,  natur- 
ally. 

Q.  Yes.     A.  You  mean  that  the  Equitable  buying  bonds? 

Q.  Yes,  helped  to  swell  the  profits  of  the  syndicate.  ISTow, 
frankly,  Mr.  Squire,  the  members  of  the  Executive  Committee  of 
the  Equitable  went  into  these  syndicates  to  make  money,  did  they 
not?     A.  Yes. 

Q.  Expecting  to  make  money?  A.  Yes,  and  put  their  money 
i;j,  too. 

Q.  And  they  took  the  participations  with  that  idea?  A.  Yes, 
but  not  always  meeting  the  result  that  they  anticipated. 

Q.  But  generally  doing  so?  A.  As  an  illustration,  if  you  will 
allow  me  to  illustrate 

Q.  Eirst  let  us  have  the  general  result  and  then  you  can  illus- 
trate.    A.  Well,  as  a  general  result  in  my  case,  no. 

Q.  I  will  be  glad  to  have  you  illustrate.  A.  In  the  celebrated 
or  much  talked  of  James  H.  Hyde  and  associate  syndicate,  I  lost 
$50,000  more  than  I  made. 

Q.  Which  syndicate  do  you  refer  to?  A.  I  mean  take  all  the 
syndicates  which  James  H.  Hyde  and  associates  went  into. 

Q.  How  are  you  able  to  state  that  without  information  as  to 
what  your  participations  were?  A.  Because  the  Frick  Com- 
mittee wrote  me  a  letter  stating  that  they  had  found  that  I  had 
made  so  much  money  in  the  James  H.  Hyde  and  associates  syndi- 
cates, and  I  remember  distinctly  telling  them  that  it  might  have 
been  so  but  that  I  could  safely  say  that  I  had  lost  $50,000  more 
than  I  had  made  on  them. 

Q.  In   what  syndicates   did  you •     A.  I  suppose  you   are 

seeking  after  information 
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Q.  Certainly.  A.  In  all  these  syndicates  there  is  no  interest 
credited  to  any  of  the  participants,  and  some  of  them  run  two  or 
three  years.     I  don't  know  whether  I  make  myself  clear 

Q.  You  mean  that  the  loss  of  interest  on  the  money  you  put 
up  should  be  set  off  against  the  proiits  that  you  received?  A.  I 
mean  not  set  off,  but  I  mean  that  they  went  to  lessen  the  profits 
which  I  received. 

Q.  Can  you  state  now,  what  your  syndicate  participations 
were  and  in  what  syndicates  you  sustained  a  loss,  and  in  what 
syndicates  you  obtained  a  profit?  A.  I  cannot,  I  never  kept  any 
memorandum  of  them. 

'  Q.  When  you  made  this  statement  to  the  Friek  Committee, 
what  did  you  base  it  on  in  the  absence  of  memoranda?  A. 
They  claimed  that  I  had  either  made  fourteen  thousand  or  sixteen 
thousand  dollars,  I  havo  forgotten  which,  and  in  my  mind  I  had 
three  or  four  syndicates  in  which  it  would  be  over  sixty  thousand 
dollars  loss. 

Q.  What  were  they?  A.  Well,  one  of  them  I  have  got  one 
hundred  and  fifty  thousand  dollars  that  I  ought  to  give  the  Equi- 
table in  the  Marine — in  the  ITavigation  syndicate.  I  had,  I  thinlv, 
seventy-five  thousand  dollars  in  the  United  States  Eealty  &  Con- 
struction Company.  I  had  one  hundred  thousand  dollars  which  I 
lost  ten  thousand  dollars  on  in  the  United  States  Steel  Conversion 
syndicate. 

Q.  The  preferred  stock  retirement  syndicate?  A.  Yes.  When 
I  got  my  bonds  I  very  foolishly  sold  them. 

Q.  You  lost  on  the  sale  and  not  on  the  syndicate?  A.  I  lost 
on  the  syndicate. 

Q.  Through  the  premature  sale?  A.  Well,  it  might  have  gone 
down  ten  per  cent,  lower. 

Q.  Yes,  go  on.     A.  That  is  all  I  think  you  will  find 

Q.  Can  you  remember  also  your  profits?     A.  Beg  pardon? 

Q.  Now,  can  you  remember  your  profits?  A.  ISTo,  I  cannot. 
The  only  memorandum  that  I  have  got  at  all,  and  that  I  can-- 
liot  put  my  hand  on,  and  I  don't  know  whether  it  is  in  existence  or 
not,  is  a  letter  which  I  received  from  the  Frick  Committee. 

Q.  You  say  you  lost  ten  thousand  dollars  on  the  Steel  Con- 
version syndicate.  Was  the  Equitable  interested  in  that?  A 
No. 

Q.  Directly  or  indirectly?     A.  No,  none  of  those  industrials, 

Q.  Was  the  Equitable  interested  in  the  original  United  States 
Steel  svndicate?     A.  No. 
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Q.  Were  any  of  the  officers  of  it  interested  in  it  ?  A.  Yes,  all 
of  tliem  pretty  much. 

Q.  Including  yourself?  A.  Including  myself — I  was  not  an 
officer — ^I  should  say  all  the  officers  besides  myself. 

Q.  Did  the  Equitable  participate  in  the  United  States  Steel 
syndicate  through  any  of  its  trust  companies,  I  mean  by  taking 
any  share  of  a  participation  allotted  to  any  of  the  trust  companies  ? 
A.  I  am  not  sure. 

Q.  Was  it  the  practice  of  the  Equitable  to  disguise  its  interests 
in  any  syndicate  participation  by  taking  a  part  of  a  trust  com- 
pany participation?  A.  No,  sir,  absolutely  never.  Everything 
was 

Q.  Then  when  the  Equitable  took  a  participation  which  con- 
stituted part  of  an  allotment  made  to  a  trust  company  that  ap- 
peared on  the  Equitable's  books  ?  A.  No,  that  went  to  the  trust 
company,  and  the  trust  company  paid  for  it. 

Q.  I  don't  think  you  understood  me.     A.  I  beg  pardon,  sir. 

Q.  When  'the  Equitable  took  a  part  of  an  allotment  made  to 
a  trust  company,  as  for  example,  if  an  allotment  was  made  of  five 
hundred  thousand  dollars  to  the  Mercantile  Trust  Company  and 
the  Equitable  took  two  hundred  thousand  dollars  of  that  allotment, 
we  will  say,  then  did  the  transaction  as  to  the  two  hundred  thou- 
sand dollars  appear  on  the  Equitable's  books?     A.  Yes. 

Q.  In  other  words  there  was  no  effort  made  to  conceal  a  partici- 
pation by  using  a  trust  company  as  a  subscriber  ?  A.  No,  abso- 
lutely none. 

Q.  All  the  participations  by  the  Equitable  in  syndicates  are 
participations  either  directly  in  its  own  name  or  through  allot- 
ments made  from  General  Fitzgerald  and  associates,  or  Squire  and 
associates  or  from  one  of  its  trust  companies  or  James  H.  Hyde 
and  associates;  is  that  true  ?    A.  That  is  true. 

Q.  Now,  have  all  the  profits  that  it  has  received  from  syndi- 
cates come  in  that  way  ?  A.  No,  because  in  a  great  many  syndi- 
cates they  got  the  whole  of  it. 

Q.  Well,  that  is  covered  under  the  statement  referring  to  direct 
participations  in  its  name.  Has  it  ever  received  any  profits  from 
any  syndicate  transaction  where  its  own  interest  in  the  syndicate 
has  been  cancelled  ?    A.  Never  to  my  knowledge,  never. 

Q.  Did  you  know  of  the  purchase  of  the  private  car  that  be- 
longed to  the  Equitable  ?  A.  I  heard  that  a  private  car  had  been 
purchased,  but  I  never  saw  it. 
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Q.  Do  you  know  what  was  paid  for  it  ?     A.  No. 

Q.  Or  what  was  realized  for  it  ?     A.  ISTo. 

Q.  It  would  appear,  Mr.  Squire,  that  the  Equitable  received 
from  George  H.  Squire  and  associates  a  participation  of  $250,- 
000  from  the  Southern  Pacific  25  year  41/2  Gold  Bond  syndicate 
and  that  on  March  28,  1901,  there  was  a  profit  paid  by  Speyer 
on  account  of  the  Society's  participation  of  $11,931.85.  "We  are 
informed  that  the  Society  has  been  unable  to  trace  the  account  to 
which  this  profit  was  placed.  A.  Will  you  allow  me  to  ask  Mr. 
Winthrop  a  question. 

Q.   Certainly. 

THE  WITNESS :  Did  you  look  at  the  bond  account  itself  ? 

MR.  WINTHEOP:  Yes. 

THE  WITNESS :  And  it  is  not  there? 

ME.  WINTHROP:  No. 

(The  question  was  then  read). 

Q.  You  are  not  familiar  with  the  matter  ?     A.  No. 

Q.  You  do  not  know  anything  about  the  account  to  which  the 
profits  were  placed  or  what  was  done  with  the  check  which  Speyer 
sftnt?  A.  No.  But  I  would  like  to  have  the  Judge  see  if  he 
cannot  find  it. 

JUDGE  RANSOM:    But  you  do  not  know  anything  about  it? 

THE  WITNESS :     No,  I  don't  know  anything  about  it. 

JUDGE  RANSOM:  I  have  just  got  the  memorandum  of  the 
date  of  the  checks  and  the  amount,  and  from  whom  it  was  received. 

MR.  HUGHES:  I  would  like  to  have  such  information  as  may 
be  obtainable  from  yourmemoranda  and  deposits  and  checkbooks, 
so  far  as  it  applies  to  the  concerns  of  the  Society  or  to  transac- 
tions in  matters  in  which  the  Society  had  any  interest,  and  I 
understand  we  can  obtain  that  through  Judge  Ransom. 

THE  WITNESS:     I  see  no  objection. 

JUDGE  RANSOM:     That  is  right. 

MR.  HUGHES:     Then  that  will  be  all. 

JUDGE  RANSOM:  That  will  conclude  Mr.  Squire's  exam- 
ination ? 

MR.  HUGHES:     Yes. 


COUNCIL  CHAMBER. 
City  Hall,  New  Yoek  City. 

November  21,  1905. 

Tlie  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

MR.  HUG-HES:  I  will  state  that  the  deposition  of  George  H. 
Squire  has  not  yet  been  completed,  it  being  impossible  for  the 
Sub-Committee,  on  account  of  Mr.  Squire's  health,  to  continue  the 
examination  beyond  an  hour  and  a  half  on  Friday,  and  it  would 
seem  proper  to  withhold  the  reading  of  it  until  it  is  completed. 

JOHN  A.  NICHOLS,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Nichols,  you  are  an  attorney  of  the  Bar  of  the  Supreme 
Court  of  the  State?     A.  Yes,  sir. 

Q.  And  how  long  have  you  been  such  an  attorney?  A.  I  guess 
it  must  be  about  thirty-five  years,  now,  sir,  since  I  came  to  this 
Bar. 

Q.  Have  you  at  any  time  held  public  oiEce?     A.  Yes,  sir. 

Q.  What  office?     A.  Quarantine  Commissioner. 

Q.  For  how  long  a  time  and  during  what  years?  A.  Twelve 
years,  and  over,  I  think  from  1880  until  1892 ;  I  think  it  was  about 
that. 

Q.  Have  you  at  any  time  been  connected  with  the  life  insurance 
business?     A.  Yes,  sir. 

Q.  -In  what  way?  A.  I  was  first  a  manager  or  a  general  agent 
and  subsequently  became  president. 

Q.  Of  what  company?  A.  The  Knickerbocker  Life  Insurance 
Company.       \ 

Q.  Have  you  in  recent  years  been  connected  with  the  life  in- 
surance business?     A.  Yes,  sir. 

Q.  In  what  way?     A.  As  counsel. 
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Q.  For  what  compaBy  or  companies  have  you  been  counsel? 
A.  The  Equitable  and  the  Mutual  Life ;  I  have  been  employed  by 
both. 

Q.  How  long  have  you  been  employed  by  the  Equitable  Life  ? 
A.  Well,  more  or  less,  I  think,  for  twenty-five  years,  perhaps 
twenty  to  twenty-  five.     I  think  that  covers  all  the  time. 

Q.  Have  you  been  under  an  annual  retainer?     A.  Yes,  sir. 

Q.   Of  what  amount?     A.  $1,000. 

Q.  Are  you  still  under  retainer  by  that  company?  A.  I  sup- 
pose so,  sir,  until  the  31st  of  December. 

Q.  You  are  usually  paid  at  the  end  of  the  year?  A.  That  is 
the  rule,  sir. 

Q.  What  services  did  you  render  to  the  Equitable  Life  in  the 
year  1904?  A.  Oh,  I  don't  know  that  there  were  any  special 
services. 

Q.  Were  there  any  services  at  all?     A.  Yes. 

Q.  AVhat  were  they  ?  A.  Well,  I  had  some  business  delegated 
to  me  by  them  and  I  was  consulted  twice  I  think  by  — 1904  — 
yes,  I  was  consulted  twice  I  think  by  them  in  regard  to  certain 
matters. 

Q.  What  was  the  business  that  —  did  you  say  was  delegated 
to  you?     A.  Yes,  sir. 

Q.  What  was  that?  A.  It  was  taking  care  of  some  matters 
that  they  wanted  to  be  looked  after. 

Q.  What  were  the  matters?  A.  Well,  they  were  not  in  any 
sense  connected  with  the  Legislature. 

Q.  What  were  they  connected  with?  A.  They  were  connected 
with  the  business. 

Q.  Well,  what?  A.  Well,  I  should  say  that  where  the  parties 
were  inimical  to  the  companies,  where  they  were  having  to  be 
looked  after. 

Q.  Who  were  these  parties  ?  A.  Well,  there  was  one  man  whom 
I  remember. 

Q.  Last  year?     A.  Yes.  ■    • 

Q.  1904?     A.  Yes.  '' 

Q.  Who  was  he?     A.  Mr.  Manning. 

Q.  What  Mr.  Manning,  what  were  his  initials?  A.  W.  S. 
Manning. 

Q.  W.  S.  Manning?     A.  Yes,  sir. 

Q.  Where  did  lie  live?     A.  He  lives  in  Albany,  I  think,  now. 

Q.  What  was  his  business?  A.  Well,  for  I  think,  ten  years 
Of  more  past  he  has  been  a  traveling  salesman, 
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Q.  For  whom?  A.  For  a  chemical  company  up  there;  I  don't 
remember  the  name. 

Q.  What  has  he  to  do  with  the  Equitable  Life?  A.  Only  he 
was  originally  before  he  became  this  salesman  an  actuary  and 
familiar  with  the  different  companies  and  was  all  the  time  em 
ployed,  or  a  great  deal  of  the  time  was  employed,  by  differeiit 
people,  sometimes  in  matters  inimical  to  the  companies. 

Q.  Sometimes  in  matters  inimical  to  the  companies?     A.  Yes. 

Q.  "What  do  you  mean  by  that?  A.  I  mean  antagonistic  to 
the  company. 

Q.  Yes,  I  understand  that  is  the  meaning  of  the  word  inimical. 
A.  Yes. 

Q.  But  what  was  the  nature  of  the  matters  to  which  you  refer? 
A.  Well,  matters  connected  with  the  conduct  of  the  company, 
with  the  charges  of  the  company. 

Q.  What  charges?     A.  Charges  for  premiums. 

Q.  Charges  for  premiums?  A.  Yes,  sir,  and  charges  for  re- 
serve. 

Q.  How  could  those  be  matters  inimical  to  the  company?  A. 
From  the  standpoint  of  people  who  were  antagonistic,  they  might 
result  in  a  good  deal  of  trouble. 

Q.  HoAV?  A.  Oh,  by  these  men  who  were  fluent  with  the  pen, 
all  the  time  keeping  the  matters  before  the  public  and  in  a  sense 
making  charges  that  they  were  greater  or  less  than  they  ought  to 
be. 

Q.  That  is  that  the  premiums  were  greater  than  they  ought  to 
be?     A.  Yes. 

Q.  Or  the  reserves  less  than  they  ought  to  be?  A.  Not  the 
reserves,  no,  but  the  dividends. 

Q.  The  dividends  less  than  they  ought  to  be?  A.  Yes,  I  don't 
think  anybody  ever  charged  that  the  reserve  was  less  than  it 
ought  to  be. 

Q.  'No.  Did  Mr.  Manning  make  any  such  charges?  A.  Not 
for  himself,  no,  sir. 

Q.  For  whom  did  he?     A.  For  people  who  employed  him. 

Q.  Who  employed  him?  A.  That  is  more  than  I  can  remem- 
ber now,  but  they  were  people  who  at  that  time — at  different  times 
—not  in  1904,  but  at  different  times,  there  have  been  people  who 
have  made  the  companies  a  target  for  all  sorts  of  attacks. 

Q.  Who  were  they?  A.  Well,  I  don't  remember  the  names 
now. 
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Q.  Do  you  remember  any  of  them?     A.  No,  I  don't  think  I  do. 

Q.  "Well,  try,  if  you  please?  A.  Well,  it  has  not  been — ^tbose 
things  have  not  been  in  the  last  few  years. 

Q.  Tou  paid  Mr.  Manning  in  1904,  didn't  you?     A.  Yes,  sir. 

Q.  "What  did  you  pay  him?     A.  $450. 

Q.  "When  was  that  payment  made?  A.  In  the  early  part  of 
the  year. 

Q.   W^nat  ?    A.  In  the  early  part  of  the  year. 

Q.  Then  did  you  pay  him  in  1905?    A.  Yes,  sir. 

Q.  "What  was  the  amount  of  that  payment?  A.  "Well,  it  ought 
to  be  the  same  amount,  I  think. 

Q.  $450  ?     A.  Yes,  sir. 

Q.  Each  of  these  payments  was  made  out  of  the  thousand 
dollars  he  received  from  the  Equitable  Life?    A.  Yes,  sir. 

Q.  And  what  did  you  make  the  payment  for?  A.  So  that  — 
well,  in  short,  so  that  he  could  be  —  he  would  be  instead  of  being 
inimical  to  the  company,  he  would  be  friendly  to  the  company 
and  not  take  any  of  these  cases. 

Q.  Had  he  been  making  any  threats  against  the  company?  A. 
Not  at  all,  I  never  heard  of  his  making  any  threats. 

Q.  "Who  did  you  understand  employed  him  in  1904?  A.  I  did 
not  hear  that  anyone  employed  him  in  1904. 

Q.  "What  reason  was  there  then  for  paying  him  ?  A.  To  keep 
him  from  being  employed,  I  suppose. 

Q.  Eor  how  many  years  has  this  payment  by  the  Equitable  to 
Mr.  Manning  gone  on?  A.  I  cannot  tell  you  the  number  of 
years;  I  don't  know. 

Q.  "Well,  ten  years?    A.  Yes. 

Q.  Longer  than  ten  years  ?  A.  I  should  think  it  must  be  ten 
or  more  years. 

Q.  Was  it  longer  than  ten  years?  A.  Well,  it  may  have 
been. 

Q.  It  may  have  been  fifteen  years?    A.  Possibly. 

Q.  Did  you  always  pay  him  $450?  A.  No,  sir;  I  have  paid 
him  at  an  earlier  time  $650. 

Q.  During  what  period  did  you  pay  him  $650?  A.  I  don't 
remember;  I  cannot  tell  you. 

Q.  Did  you  make  any  other  payments  to  any  person  out  of  the 
thousand  dollars  you  received  from  the  Equitable?  A.  I  cannot 
remember  years,  that  is  the  trouble  with  me.  I  did  make  other 
payments. 
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Q.  To  whom?  A.  I  made  a  payment  for  two  years  I  think  — 
two  or  three  years  —  a  man  name  Kerr. 

Q.  Kerr?     A.  Kerr. 

Q.  What  is  his  first  name?  A.  I  cannot  tell  you  his  first 
name. 

Q.  "What  was  he  engaged  in?  A.  He  was  a  correspondent  of 
some  paper  in  New  York. 

Q.  Where  does  he  live?    A.  He  is  dead. 

Q.  For  the  same  purpose?  A.  Well,  he  was  attacking  the 
com.pany  in  his  correspondence  and  I  was  sent  for  and  asked  to 
go  and  take  hold  of  him  and  stop  him. 

Q.  Did  you  pay  out  of  the  thousand  dollars  that  you  received 
last  Decemher  from  the  Equitable  Life  anything  to  any  person 
except  the  $450  that  you  paid  to  Mr.  Manning?    A.  ISTo,  sir. 

Q.  Or  out  of  the  thousand  dollars  that  you  received  at  the  end 
of  December,  1903,  did  you  make  any  payment  except  to  Mr. 
Manning?    A.  No,  sir. 

Q.  Or  out  of  the  payment  in  1902?  A.  I  don't  remember  that 
I  did  in  1902. 

Q.  The  balance  was  for  your  service*?    A.  Yes,  sir. 

Q.  (Handing  paper.)  From  these  vouchers,  signed  by  you,  it 
would  appear  that  your  connection  with  the  Equitable  goes  back 
to  about  1885  ?  A.  Well,  Mr.  Hughes,  I  cannot  read  this.  Will 
you  be  kind  enough  to  read  it? 

Q.  That  is  a  receipt  on  June  18,  1885,  for  $225?  A.  I  suppose 
it  was  for  some  special  work. 

Q.  Here  is  the  first  payment  of  $1,000  in  1888  ?    A.  Yes. 

Q.  Was  that  the  time  you  began  these  payments  to  Mr.  Man- 
ning? A.  Well,  I  could  not  tell  you  the  years,  it  must  be  some- 
wbtre  about  that. 

Q.  Here  is  a  payment  in  July,  1889,  of  $6,000.     A.  Yes. 

Q.  Is  that  your  signature?  A.  Let  me  see  that  one  I  was  just 
looking  at  last.     I  was  studying  it  out  to  see  what  it  is. 

Q.  Are  you  able  to  tell  me  what  this  $6,000  was  for,  on  July 
1,  1889  ?  A.  I  am  not,  unless  I  could  recall  it  —  I  don't  remem- 
ber what  it  was. 

Q.  That  was  an  exceptional  payment,  was  it  not  ?  A.  Yes,  that 
was  a  specific  payment. 

Q.  It  was  a  payment  to  enable  you  to  pay  somebody  else,  wasn't 
it?    A.  Possibly. 

Q.  Is  not  that  your  best  recollection  ?    A.  Well,  I  have  not,  to 
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tell  the  tnithj  I  have  not  any  best  recollection  about  that.  I  think 
1  "can  recall  it. 

Q.  "We  would  be  very  glad  if  you  would.  Here  is  another 
of  October  18,  1888,  for  $6,407.14.  Do  you  remember  what  that 
was  for?  A.  October  14,  1888,  no  sir,  I  do  not.  I  think  I  can 
recall  that,  too. 

Q.  Here  is  one  July  1,  1890,  of  $6,000.    A.  Yes. 

Q.  What  is  that  for?     A.  I  don't  know. 

ME.  HUGHES :  These  vouchers  that  have  been  handed  to  the 
witness  will  be  marked  for  identification  in  the  order  named. 

(The  papers  were  marked  Exhibits  412,  413  and  414  for  identi- 
fication.) 

Q.  ISTow  with  the  exception  of  these  three  checks  and  vouchers 
which  I  have  handed  you,  the  payments  made  to  you  appear  to  be 
a  thousand  dollars  a  year  since,  1895  ?     A.  Yes,  sir. 

Q.  Apparently  there  were  no  payments  between  1890  and 
1S95.  Does  that  accord  with  your  recollections?  A.  No  pay- 
ments ? 

Q.  T  have  no  vouchers  here.  Were  you  on  retainer  during 
that  time  ?     A.  I  think  I  was. 

Q.  Yes?    A.  I  am  not  so  sure  about  that. 

Q.  Are  you  able  to  recall  any  persons  to  whom  you  have  paid 
money  on  behalf  of  the  Equitable  other  than  Mr.  Manning?  A. 
I  can  do  it,  if  you  give  me  time. 

Q.  I  will  be  glad  if  you  can  state  with  certainty.  A.  But  my 
memory  is  not  very  good  at  present. 

Q.  I  show  you  this  letter  addressed  to  Senator  Depew,  under 
date  of  December  19,  1896,  Exhibit  No.  410.  To  whom  did  this 
letter  refer  ?    A.  That  refers  to  Mr.  Manning. 

Q.  Why  did  you  speak  to  or  write  to  Mr.  Depew  about  the 
matter?  A.  Well,  sir,  for  two  reasons,  one  was  that  I  was  on 
intimate  terms  with  him  at  that  time.  I  do  not  wish  to  make 
it  any  stronger  than  it  is.  I  was  on  very  friendly  terms  at  that 
time  and  he  was  on  the  Einance  Committee,  and  I  wrote  to  him 
reminding  him  of  this  matter,  for  the  reason  that  Mr.  Manning 
had  a  number  of  times  made  it  plain  that  he  would  like  to  with- 
draw from  the  arrangefaent. 
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Q.  Mr.  Nichols,  we  cannot  hear  yon  at  all.  A.  I  "will  try  to 
make  it  plain. 

Q.  I  wish  you  would.  A.  I  will  try  to  do  so.  Mr.  Hughes 
asked  me  the  question,  for  what  reason  I  wrote  to  Mr.  Depew, 
wasn't  that  it. 

BY  ME.  HUGHES: 

Q.  That  is  it.  You  have  said  that  Mr.  Manning  had  intimated 
that  he  would  like  to  withdraw  from  the  arrangement?    A.  Yes. 

Q.  Had  you  an  arrangement  with  him  that  was  to  continue  for 
some  years  ?    A.  No,  sir,  only  year  to  year. 

Q.  Then  what  arrangement  was  there  to  withdraw  from?  A. 
If  there  was  no  further  continuance  of  the  arrangement  that  was 
all  there  was  to  it. 

Q.  Why  should  you  write  to  Mr.  Depew  as  to  it  ?  A.  Because 
he  was  on  the  Finance  Committee  and  so  I  expected  he  would  hand 
it  over  to  the  proper  people. 

Q.  You  had  been  under  retainer  of  the  Equitable  for  a  good 
many  years  ?    A.  Yes,  sir. 

Q.  And  you  were  receiving  sums  of  money  regularly  from  the 
Equitable  for  this  purpose;  why  didn't  you  communicate  with  the 
executive  officers  ?  A.  Because  I  did  not  know  from  year  to  year, 
and  I  had  not  known  from  year  to  year,  whether  they  were  going  to 
continiie  the  arrangement  or  not. 

Q.  Had  you  originally  made  the  arrangement  through  Mr. 
Depew?  A.  I  think  not,  I  think  I  made  it  originally  through 
Mr.  Hyde ;  that  is  my  recollection  of  it. 

Q.  Mr.  Henry  B.  Hyde?    A.  Yes. 

Q.  Had  you  previous  to  this  letter  of  December,  1896,  brought 
the  matter  to  Mr.  Depew's  attention  in  any  way  ?  A.  I  can't  re- 
member ;  I  don't  remember. 

Q.  Do  you  know  any  reason  why  you  should  take  it  up  with  Mr. 
Depew  for  the  first  time  in  December,  1896,  when  you  had  been 
paying  Mr.  Manning  for  some  years  ?  A.  I  cannot  explain  it  to 
you,  Mr.  Hughes,  any  further  than  I  have. 

Q.  Was  Mr.  Manning  a  friend  of  Mr.  Depew's  ?  A.  ISTo,  sir,  I 
don't  think  he  knew  him. 

Q.  Why  did  you  begin  the  letter  with  the  words  "  our  friend  ? " 
A.  Probably  I  may  have  spoken  to  him  about  him,  I  don't  know. 

Q.  Wliy  did  you  call  him  "  our  friend  ? "  Was  he  a  mutual 
friend  ?     A.  JSTo,  sir,  it  was  merely  an  every  day  remark,  the  same 
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as  saying  to  you,  "  Mr.  Hughes  our  friend  across  the  street  has  just 
got  married." 

Q.  Why  did  you  underline  that  remark  ?  Ai.  I  suppose  I  wanted 
to  call  his  attention  to  it. 

Q.  That  he  was  the  friend  ?    A.  That  he  was  the  man. 

Q.  How  did  he  know  to  whom  you  referred  ?  A.  I  don't  know, 
I  cannot  tell  you  that,  unless  we  had  at  times  talked  ahout  it  be- 
fore ;  I  cannot  tell  you. 

Q.  Well,  now,  between  December,  1896,  and  December,  1900, 
did  you  refer  this  matter  to  Mr.  Depew  in  any  way  ?  A.  I  don't 
know  whether  I  did  or  not ;  I  cannot  tell  you.  j 

Q.  On  December  24,  1900,  you  wrote  Senator  Depew:     ! 

"  My  dear  Senator : 

Our  friend  up  the  river  has  been  very  cantankerous  of  late 

and  wants  to  know,  you  know,  don't  care  a  hang,  and  so  forth  and 

so  forth.     As  soon  as  you  can  definitely  say,  will  you  kindly  do  so. 

Wishing  you  all  the  good  things  of  life  in  this  holiday  seasons 

I  am  as  ever, 

Faithfully  yours, 

John  A.  Nichols." 

Q.     To  whom  did  that  refer  ?    A.  Mr.  Manning. 

Q.  Had  you  had  any  interview  with  Mr.  Depew  before  this  let- 
ter and  since  the  other  letter?  A.  I  cannot  tell  you.  I  know  it 
referred  to  Mr.  Manning,  and  I  know  at  different  times  Mr.  Man- 
ning was  desirous  of  - — •  expressed  himself  as  being  extremely  de- 
sirous to  get  out  from  under  my  arrangement,  or  control,  whatever 
it  may  be. 

Q.  You  mean  he  was  exceedingly  desirous  not  to  accept  the 
money?  A.  Yes,  sir.  What  I  mean  to  say  is,  Mr.  Hughes, 
and  I  want  to  make  it  very  plain,  is  that  Mr.  Manning  originally 
went  into  this  matter  with  me  under  pressure. 

Q.  From  whom?  A.  From  me._  I  mean  under  persuasion — 
I  persuaded  him  to  leave  his  business  as  an  actuary  and  to  take 
up  some  other  business,  and  to  keep  away  from  from  all  things 
connected  with  insurance  companies. 

Q.  What  had  his  business  been  as  actuary — pitching  into  the 
insurance  companies?  A.  He  did  all  sorts  of  business  as  actuary, 
Mr.  Hughes.  I  don't  think  that  was  the  most  of  his  business,  but 
I  think  he  was  retained  by  parties — ^that  is  my  understanding  of 
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it — that  he  was  retained  by  parties  who  were  antagonistic  to  the 
company. 

Q.  Did  you  tell  him  if  he  would  give  that  up  and  go  into 
some  other  business  he  could  count  on  a  certain  ajtnount  of  money 
from  the  Equitable  every  year?     A.  No,  sir. 

Q.  What  did  you  tell  him?  A.  I  had  no  authority  whatever 
to  make  arrangement  longer  than  for  the  year. 

Q.  What  persuasion  were  you  able  to  use?  A.  Oh,  I  don't 
know,  I  had  been  friendly  with  him  before  this,  and  I  had  prob- 
ably— I  don't  know — I  don't  remember  anything  about  it — I 
probably  talked  to  him  on  the  ground  of  friendship  Or  on  the 
ground  of  its  being  unfair  for  him  to  do  this  kind  of  business. 

Q.  You  say  in  the  letter  of  December,  1900, — "has  been  very 
rantankerous" — in  what  way?     A.  He  had  been  pushing  me. 

Q.  Did  he  want  more  money?  A.  No,  he  was  pushing  me 
1 5, know  what  I  was  going  to  do,  if  I  was  going  to  continue  the 
matter. 

Q.  Do  you  know  anything  about  the  investigation  of  insur- 
ance companies  in  1877?  A.  Well,  it  was  somewhere  about  that 
time. 

Q.  Was  Mr.  Manning  connected  in  anyway  with  that  investi- 
gation?    A.  I  think  he  was. 

Q.  Yes,  in  what  way?    A.  I  don't  remember  in  what  connection. 

Q.  Was  he  one  of  the  stenographers?  A.  I  don't  think  he  was 
a  btenographer. 

Q.  In  what  way  was  he  connected  with  the  investigation?  A. 
That  is  more  than  I  recall  now — 1877 — ^I  don't  think  I  knew  him 
very  well  at  that  time. 

Q.  Do  yoii  remember  whether  he  published  any  proceedings 
which  were  not  known  to  the  public?  A.  No.  I  know  that 
he  published  a  book  containing  the  results  of  the  examination  in 
detail,  I  think. 

Q.  Did  he  publish  a  book  containing  the  results  of  an  exam- 
ination which  had  not  been  previously  made  public?  A.  I  don't 
recall  that  he  did  so. 

Q.  Did  he  threaten  to  publish  any  proceedings  that  had  not 
been  made  public?  A.  I  don't  recall  that  he  did,  but  he  may 
have  done  so,  but  I  do  not  recall  it. 

Q.  Was  it  his  connection  Avith  any  investigation,  and  his  ac- 
tion with  regard  to  it  which  had  some  influence  upon  you  in 
making  this  arrangement?     A.  Well,   possibly;   I  cannot  recall 
the  influences  and  workings  of  my  mind  at  that  time. 
81 
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Q.  Well,  now,  as  a  matter  of  fact,  he  claimed  to  be  in  pos- 
session of  certain  information  affecting  the  Equitable,  and  it 
was  thought  desirable  by  the  Equitable  that  it  should  not  be  pub- 
lished. Was  not  that  the  reason  for  giving  him  the  money? 
A.  ISTo,  sir,  that  was  not  the  reason,  I  do  not  think,  I  do  not  re- 
call it. 

Q.  Did  not  Mr.  Manning  publish  a  report  charging  that  mat- 
ters relating  to  Mr.  Henry  B.  Hyde  and  others  had  been  sup- 
pressed in  the  official  report?  A.  I  don't  know;  I  never  saw  it; 
I  never  heard  of  it. 

Q.  Did  you  ever  hear  of  such  a  thing?  A.  I  do  not  recall 
that  I  ever  heard  of  it.     It  may  have  been  so;  I  do  not  know. 

Q.  Now,  I  notice  that  this  voucher  —  I  notice  that  this  pay- 
ment of  July  1,  1890,  of  six  thousand  dollars  to  you  is  approved 
by  Mr.  McCall  as  comptroller  of  the  Equitable.  Was  he  the 
one  that  was  familiar  with  your  services  at  that  time?  A.  I 
cannot  tell  you  that,  Mr.  Hughes. 

Q.  Does  that  refresh  your  memory  at  all?  A.  Just  let  me 
look  at  this.  I  know  that  Mr.  McCall  was  comptroller  of  the 
Equitable. 

Q.  Now,  I  find  in  your  voucher  of  December  20,  1904,  ren- 
dered to  the  Equitable  Life  for  the  thousand  dollars  paid  on 
December  22,  1904,  the  statement,  "  In  the  matter  of  Pierson  "  ? 
A.  Yes,  sir. 

Q.  Who  was  Pierson?  A.  Those  specific  names  were  in  this 
way.  I  wanted  to  cover  up  —  I  will  tell  you  frankly,  I  did  not 
want  to  disclose  Manning's  name;  he  was  a  different  sort  of  a 
man  from  that,  and  it  was  suggested  by  someone  when  I  went 
to  make  a  voucher  for  the  general  retainer  that  I  should  put  in 
the  name  of  somebody,  and  I  did. 

Q.  Who  suggested  it?  A.  Well,  I  cannot  tell  you  now;  it 
is  years  ago ;  I  don't  know ;  I  cannot  tell  you. 

Q.  When  it  started?  A.  I  don't  know  when  it  started  but  it 
was  some  time 

Q.  I  find  that  the  voucher  of  January  5,  1897,  says  "  In  the 
matter  of  Bouker."  Was  there  any  matter  of  Bouker?  A.  I 
don't  think  there  was. 

Q.  January  3,  1898,  "  In  the  matter  of  Balderson."  Was 
there  any  matter  of  Balderson?  A.  That  name  and  Bourker's 
both  recall  something,  but  I  cannot  tell  you. 

Q.  December  30,  1898,  in  the  matter  of  Colvin — was  there 
any  matter  of  Colvin  ?     A.  I  do  not  recall  it. 
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Q.  And  do  these  various  names  we  find  tlirougli  ttese  vouchers, 
matter  of  so  and  so  were  simply  used  for  the  purpose  of  conceal- 
ing M.T.  Manning's  name  ?  A.  You  understand  that  I  do  not  say 
that  the  Equitable  used  them  for  that  purpose  or  had  them  used 
for  that  purpose.  I  had  a  desire  myself  to  keep  Mr.  Manning's 
name  out  of  the  matter  as  far  as  I  could. 

Q.  Did  the  Equitable  officers  know  who  Mr.  Manning  was? 
A.  Mr.  Hyde  knew  very  well. 

Q.  Mr.  Henry  B.  Hyde?    A.  Yes,  sir;  he  knew  very  well. 

Q.  Since  his  death  has  anyone  but  Mr.  Depew  known  who  he 
was?     A.  Yes.  sir,  Mr.  Alexander. 

Q.  Then  what  reason  was  there  for  keeping  Mr.  Manning's 
name  off  the  Equitable  voucher  ?  A.  E"o  reason,  except  I  thought 
it  was  best.  There  was  nothing  intended  in  the  matter  to  do 
anybody  any  harm;  it  was  simply  a  question  of  keeping  his 
name  off. 

Q.  I  see  here  a  check  to  your  order,  January  2,  1895,  from  the 
Equitable  for  a  thousand  dollars  drawn  to  the  order  of  J.  A. 
Nichols  or  McCall  &  Arnold?     A.  Yes. 

Q.  And  endorsed  for  deposit  only,  McCall  &  Arnold,  why  was 
that  drawn  in  that  way?  A.  I  don't  know.  I  never  saw  the 
check  before  and  don't  know  anything  about  it.  Let  me  look  at 
it,  please ;  I  don't  recall  that  at  all,  sir. 

Q.  !N"ow,  during  this  same  period  you  have  been  getting  a  thou- 
sand dollars  a  year  from  the  Mutual  Life  Insurance  Company 
had  you  not?     A.  Yes,  sir. 

Q.  And  what  have  been  the  services  which  you  have  rendered 
to  the  Mutual?     A.  In  the  beginning,  practically  the  same,  sir. 

Q.  Looking  after  Manning?     A.  Yes,  sir. 

Q.  Anybody  else?  A.  Well,  I  do  not  recall  that  there  was 
anybody  else. 

Q.  And  how  much  on  behalf  of  the  Mutual  did  you  pay  Man- 
ning yearly?     A.  I  paid  him  in  both  cases  the  same  amount. 

Q.  $450  a  year  ?     A.  Yes. 

Q.  Always?  A.  Yes — ^weU,  no,  not  always,  but  since  some 
time  when  I  reduced  him  from  $650  to  $450. 

Q.  Then  you  cannot  remember  the  exact  date  ?  A.  No,  I  can- 
not remember  just  when  it  was — ^no. 

Q.  I  notice  that  you  adopted  the  same  practice,  put  it  in  the 
matter  of  so  and  so  in  the  Mutual  Life  vouchers — is  that  the  same 
reason  ?    A.  Yes,  sir,  just  the  same. 
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Q.  Those  were  not  real  matters,  any  person  other  than  Man- 
ning? A.  ISTo,  sir.  I  want  to  add  right  here  that  it  was  not 
always  that  I  collected  the  money  or  got  the'  money — received  the 
money  from  the  Mutual  Life.  I  sometimes  received  it  through 
the  Equitable.     They  collected  it  or  made  some  arrangement. 

Q.  I  find  vouchers  here  from  1889  to  1904,  inclusive,  of  a 

thousand  dollars  received  from  the  Mutual  Life .     A.  If  I 

did  collect  anything  in  that  way  I  gave  them  a  voucher  for  it  and 
they  collected  the  money  —  that  is,  I  gave  them  a  voucher  to  the 
Mutual. 

Q.  Did  not  the  Mutual's  payments  to  you  for  Mr.  Manning 
start  at  the  same  time  that  the  Equitable  payments  started  — 
haven't  they  been  continued  along  at  the  same  time  at  the  same 
rate  ?     A.  I  think  they  have,  as  near  as  I  can  remember. 

Q.  It  seems  you  would  get  the  money  from  the  Mutual  through 
the  Equitable,  giving  the  Mutual  a  voucher  ?  A.  I  explained  to 
you — I  explained  to  you  fully  that  I  made  the  arrangement  with 
Mr.  Hyde.  I  never  made  any  arrangement  directly  with  the 
Mutual. 

^  Q.  Did  you  ever  see  anyone  over  at  the  Mutual  Life  ?     A.  ISTo, 
sir;  I  don't  think  I  ever  saw  anyone. 

Q.  I  see  the  voucher  of  December  31,  1900,  rendered  to  the 
Mutual  has  endorsed  upon  it,  "  Authorized  by  president "  ?  A. 
Yes. 

Q.  "  J.  K.  Duer,  private  secretary."  Did  you  ever  have  any 
interview  with  Mr.  McCurdy  about  the  matter  ?  A.  I  don't  re- 
member. 

Q.  Will  you  say  that  you  had  not  ?  A.  I  don't  regard  it  as 
within  the  range  of  possibility  at  all. 

Q.  Did  you  ever  have  any  interview  with  Mr.  Gillette  about 
it?  A.  No,  sir,  I  don't  know  Mr.  Gillette;  never  saw  him.  If 
I  had  any  interview  with  anybody  it  would  be  with  Mr.  McCurdy, 
but  I  never  had  any  interview  that  I  sou_ght  or  was  sent  for  bv 
him.  '' 

Q.  I  see  here  on  December  28,  1901,  on  the  Mutual  voucher 
"Approved,  McO."  A.  I  don't  know  anything  about  that,  sir; 
I  am  not  m  any  sense  connected  with  that. 

Q.  Now,  during  the  same  period  you  were  getting  a  thousajid 
dollars  from  the  New  York  Life,  were  you  not  ?  A.  No,  sir  not 
during  the  same  period.  '       ' 

Q.  Eor  how  long  a  time  did  you  get  a  thousand  doUars  from 
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the  New  York  Life?     A.  I  cannot  tell  you.     They  discontinued 
it  some  years  ago. 

Q.  When  did  they  discontinue  it  ?     A.  I  don't  know. 

Q.  Was  it  in  1900  or  1889?  A.  It  may  have  been;  I  think 
very  likely  it  was. 

Q.  What  happened  to  them  when  they  discontinued  it?  A. 
Nothing,  except  notice  of  discontinuance. 

Q.  Did  Mr.  Manning  follow  the  matter  up?  A.  Wanted  to, 
but  he  didn't  do  it. 

Q.  Why  didn't  he  do  it?     A.  I  don't  know. 

Q.  Did  you  have  any  interview  with  him  about  it  ?  A.  I  sup- 
pose I  may  have  had;  I  don't  know;  I  jinow  it  was  finally — I 
finally  succeeded  in  quieting  him — keeping  him  down. 

Q.  Did  you  quiet  him  as  to  the  New  York  Life  without  the  use 
of  any  money  ?     A.  Yes,  sir. 

Q.  Why  couldn't  you  do  the  same  thing  for  the  Equitable? 
A.  Any  additional  money?  Well,  because  I  don't  think  that 
was  the  way — they  have  always  wanted  me  to  keep  him  straight — 
they  always  talked  that  way  about  it,  Mr.  Hyde  did  —  he  always 
gave  me  those  instructions. 

Q.  Did  you  pay  for  the  New  York  Life  down  to  1899  the  same 
amount  of  $450  a  year?  A.  No,  for  most  of  that  time  I  paid 
$650. 

Q.  $650  a  year,  and  the  payments  on  behalf  of  the  New  York 
Life  began  at  the  same  time  as  the  payments  on  behalf  of  the 
Equitable  and  Mutual?  A.  I  think  so,  yes.  I  want  you  to  bear 
in  mind  that  the  arrangement  was  made  with  the  Equitable. 

Q.  Did  you  have  any  interview  with  anyone  about  it  at  the 
New  York  Life?     A.  No,  sir. 

Q.  Now,  can  you  go  back  in  your  memory  to  the  time  that 
this  thing  began  with-J\Ianning?  A.  I  think  I  can  tell  by  refer- 
ence to  some  of  my  papers  —  I  mean  the  distinct  year. 

Q.  How  long  after  the  investigation  to  which  reference  h*s  been 
m^ade?    A.  Oh,  well,  it  was  some  years  after  thai 

-  Q.  Can  you  give  me  a  statement  of  when  it  began  —  do  you 
think?     A.  I  think  I  can,  yes,  sir;  I  can  do  it. 

Q.  Did  Mr.  Manning  have  anything  to  do  with  the  investigation 
of  1885?     A.  What  was  that?     I  don't  remember. 

Q.  With  regard  to  tontine  policies?  A.  No,  sir,  I  don't  think 
he  did. 

Q.  His  relation  to  the  matter  was  the  investigation  of  1877? 
A-  I  don't  know  that  that  was  in  relation  to  the  matter. 
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Q.  I  mean  his  relation  to  any  investigation  was  to  tbat  one? 
A.  Yes,  sir. 

Q.  Did  he  have  anything  to  do  with  the  investigation  of  1882? 
A.  What  was  that? 

Q.  With  regard  to  insolvent  companies,  as  I  am  advised?  A. 
No,  sip. 

Q.  Is  it  not  a  fact,  Mr.  Nichols,  that  Mr.  Manning  seemed  to 
be  possessed  of  information  as  to  the  suppression  of  facts  in  con- 
nection with  the  Legislative  investigation  and  for  that  reason  was 
-paid  by  the  companies?  A.  Well,  you  have  asked  me  that  ques- 
tion before. 

Q.  I  want  you  to  search  your  memory?  A.  I  say  I  have  no 
recollection  —  I  want  to  say  that  definitely  —  I  have  no  recollec- 
tion whatever  of  any  such  factor  entering  into  it. 

Q.  Are  you  in  a  position  to  deny  that  there  was  any  such  fac- 
tor? A.  As  far  as  I  am  concerned,  as  far  as  I  know,  I  deny  it, 
jges,  sir. 

Q.  Did  you  represent  Mr.  Manning  as  an  attorney?  A.  I  did 
not,  air. 

Q.  Do  you  know  where  Mr.  Manning  is  now?  A.  I  do  not, 
except  when 

Q.  When  did  you  see  him  last?  A.  I  think  it  was  last  springs 
last  summer — I  have  not  seen  him  since. 

Q.  Do  you  usually  pay  him  by  check  or  in  cash?  A.  I  think  I 
have  not  always  paid  him  in  cash.  Which  ever  is  most  conven- 
ient.    If  he  happened  to  be  around,  I  have  given  him  money. 

Q.  What  is  the  name  of  the  company  with  which  he  is  con- 
nected? A.  I  am  not  certain,  but  I  think  it  is  called  the  Al- 
bany      He  is  not  connected  with  it  now,  but  up  to  the  1st  of 

January  last  —  the  Albany  Chemical  Company. 

Q.  What  is  he  connected  with  now?  A.  I  don't  know  that  ho 
is  doing  anything. 

Q.  Has  he  any  business  address?     A.  I  don't  know  that  he  has. 

Q.  Is  he  connected  with  the  distinguished  Albany  family  of 
Mannings?     A.  I  don't  know  that. 

Q.  Do  you  know  anything  about  his  relationships?  A.  I  have 
always  understood  that  he  is  a  man  of  good  family  — ^he  was  a 
brother-in-law  of  Shepard  Homans. 

Q.  Brother-in-law  of  Shepard  Homans?  A.  Shepard  Homans 
was  a  renowned  actuary  of  fifteen  or  twenty  years  ago. 

Q.  How  did  you  ever  get  into  connection  with  him?     A.  Well 
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I  told  you  that  Mr.  Hyde  sent  for  me,  and  retained  me  to  try  and 
i?top  this  constant  annoyance  that  there  was. 

Q.  Had  you  known  Mr.  Manning  previously?  A.  Yes,  sir.  I 
had  known  him  previously. 

Q.  Had  you  known  that  there  was  any  annoyance  of  this  sort 
before  Mr.  Hyde  retained  you?  A.  Well,  I  rather  think  I  had, 
yes,  sir.  I  was  in  the  business,  as  I  said  in  my  testimony  —  I  was 
connected  with  the  business  for  many  years  up  to  1880,  I  guess, 
or  1881,  somewhere  around  there,  and  I  heard  from  time  to  time 
that  Mr.  Manning  had  said  this  or  that  or  the  other  thing.  I 
may  add  that  I  understood  that  he  though  he  had  a  grievance 
against  the  companies,  but  I  don't  remember  wlaat  that  grievance 
was  now,  and  I  never  knew,  or  never  heard  or  any  effort  on  his 
part  to  extract  any  money  from  anybody. 

Q.  Except  the  insurance  companies?  A.  I  never  knew  of  any- 
thing of  that  sort  at  all. 

Q.  He  did  extract  it,  didn't  he?  A.  Well,  I  don't  know;  I 
don't  know  whether  it  was  his  fault  that  it  was  extracted — do 
you  mean  in  this  matter? 

Q.  Yes.  A.  I  think  that  it  was  the  result  of  considerable  per- 
suasion on  my  part. 

Q.  That  he  should  take  it  ?    A.  Yes,  sir. 

Q.  He  was  more  anxious  to  go  on  with  his  attack  than  to  take 
the  money?  A.  I  cannot  say  that,  but  he  wanted  to  be  inde- 
pendent, he  did  not  want  to  make  any  arrangement  with  me. 

Q.  But  you  persuaded  him  that  the  money  was  better  than  the 
independence?  A.  I  don't  know  anything  about  thatj  I  per- 
suaded him  that  I  wanted  him  to  do  it,  and  he  did  it. 

Q.  Did  you  have  any  other  business  during  this  period  than 
the  Manning  matter  which  you  can  recall  now  ?  A.  I  cannot 
recall  now;  I  know  I  did  have  business. 

Q.  Did  you  ever  have  any  business  with  the  Mutual  except 
this  Manning  matter?    A.  I  don't  recall  any. 

Q.  So  that  the  thousand  dollars  you  have  had  from  the  Mutual 
as  salary  related  to  this  Manning  matter?    A.  I  think  it  has. 

Q.  And  the  money  paid  you  by  the  New  York  Life  down  to 
1899  was  solely  relating  to  the  Manning  matter?  A.  I  think  it 
was. 

Q.  Did  you  originally  go  to  Mr.  Hyde  or  represent  Mr.  Man- 
ning in  any  way  with  regard  to  the  grievance  which  he  claims 
to  have?    A.  I  did  not,  sir. 
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Q.  Did  you  see  anybody  connected  with  the  Equitahle  about  it 
before  Mr.  Hyde  took  it  up  with  you  ?    A.  I  did  not. 

Q.  Had  yoii  ever  been  retained  by  the  Equitable  as  counsel 
previously?  A.  I  had  not,  because  I  had  only  a  little  while  before 
that  left  the  insurance  business. 

Q.  Did  Mr.  Hyde  know  you  were  a  friend  of  Manning?  A. 
I  don't  know  whether  he  did  or  not.  I  have  forgotten  about  that 
now.     I  think  very  likely  he  knew  him. 

MR.  HUGHES:  That  is  all.  I  would  be  glad  to  have  a  state- 
ment of  the  $6,000  when  you  can  furnish  it. 

THE  WITNESS:    Yes,  sir. 

THOMAS  COMAN",  being  duly  sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  reside  in  the  City  of  New  York?    A.  Yes,  sir. 

Q.  What  is  your  occupation?  A.  Connected  with  the  Equi- 
table, an  attache  of  the  Equitable. 

Q.  How  long  have  you  been  employed  by  the  Equitable  Life? 
A.  Twenty-three  years. 

Q.  Did  you  at  one  time  hold  office  under  the  City  govern- 
ment?   A.  I  did,  sir. 

Q.  What  office  ?  A.  President  of  the  Board  of  Aldermen  for 
several  years. 

Q.  President  of  the  Board  of  Aldermen  for  what  time?  A. 
From  1868  to  1872. 

Q.  And  what  other  office  have  you  held  in  the  city  govern- 
ment ?     A.  Supervisor,  acting  Magistrate 

Q.  Acting  Mayor?     A.  Yes,  sir. 

Q.  When  were  you  acting  Mayor  of  the  City?  A.  When* 
Mayor  Hoffman  was  elected  Governor. 

Q.  Until  what  time?     A.  Until  the  next  election. 

Q.  During  what  Mayor's  administration?  A.  Mayor  Hoff- 
man was  Mayor  and  he  was  elected  Governor. 

Q.  Were  you  ever  a  police  Magistrate?  A.  Acting  magis- 
'.rate  for  a  number  of  years. 

Q.  For  what  period  ?     A.  During  the  same  time. 

Q.  What  period  was  that?     A.  1866  to  1872. 

Q.  Were  you  in  the  city  after  1872?     A.  Yes. 

Q.  For  how  long?     A.  Since  that  date, 
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Q.  Ever  since?     A.  Yes. 

Q.  And  have  you  held  office  since  1872  ?     A.  No. 

Q.  Were  you  in  office  all  the  time  between  1866  and  1873  ? 
A.  Yes,  sir. 

Q.  Are  you  a  member  of  Tammany  Hall  ?     A.  Yes. 

Q.  What  were  you  employed  to  do  by  the  Equitable  Life  when 
you  were  first  employed?     A.  As  an  agent. 

Q.  As  an  agent?     A.  Yes. 

Q.  When  was  that?     A.  1882  or  1883. 

Q.  How  long  were  you  continued  as  an  agent?  A.  Not  long, 
I  was  not  adapted  to  it. 

Q.  How  long?  A.  Not  long,  a  short  while.  I  was  not  adapted 
to  the  business. 

Q.  How  many  years  ?     A.  Oh,  not  a  year. 

Q.  Who  arranged  for  your  employment  as  an  agent?  A. 
James  W.  Alexander. 

Q.  And  that  was  in  1880  ?     A.  1882  or  1883. 

Q.  And  what  employment  did  you  take  up  after  that?  A. 
I  looked  after  the  city  matters  in  the  different  departments,  com- 
plaints against  the  company,  violations. 

Q.  And  what  sort  of  city  matters  and  what  sort  of  complaints  ? 
A.  Violations  of  the  health  laws,  in  relation  to  the  property  and 
real  estate,  houses,  building  department. 

Q.  Were  you  connected  with  the  Building  Department?  A. 
No,  sir. 

Q.  I  mean  not  of  the  city  but  of  the  Equitable  ?  A.  I  was  in 
the  real  estate  department,  in  the  comptroller's  office. 

Q.  What  salary  did  you  get?  A.  When  I  first  went  there, 
$2,000. 

Q.  Was  that  later  increased?     A.  Yes. 

Q.  Will  you  state  what  your  successive  salaries  have  been  ?  A. 
$2,000,  $3,000,  $4,200,  $5,400. 

Q.  What  is  your  present  salary  ?     A.  $5,400. 

Q.  How  long  has  it  been  $5,400  ?  A.  About  three  years — oh 
about  three  years. 

Q.  And  it  was  $4,200  for  how  long  before  that?  A.  About 
the  same  time  I  should  judge. 

Q.  I  find  that  in  the  payroll  submitted  to  Superintendent 
Hendricks  in  his  recent  examination  you  were  put  down  as 
having  a  salary  of  $6,000?  A.  It  was  reduced,  it  has  been  re- 
duced to  $5,400  now. 
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Q.  When  was  it  $6,000  ?  A.  Two  or  three  years  up  to  last 
June  or  July,  July  I  guess — September. 

Q.  Did  not  you  tell  me  it  had  been  $5,400  for  the  last  three 
or  four  years?  A.  It  is  $5,400  now.  It  was  reduced  from 
$G,000. 

Q.  Did  not  you  state  just  now  you  had  had  a  salary  of  $5,400 
for  the  last  three  or  four  years  ?  A.  No,  sir,  I  did  not  mean  it 
had  been  that.  It  was  $6,000  for  the  last  three  or  four  years  and 
now  reduced  to  $5,400. 

Q.  When  was  it  reduced  ?     A.   September  of  this  year. 

Q.  Why  was  it  reduced  ?     A.  A  general  reduction. 

Q.  What  have  you  done  in  the  last  year^  say  the  year  1905,  for 
(he  Equitable  Life  ?     A.  What  have  I  done  ? 

Q.  Yes.     A.  Attended  to  all  matters  referred  to  me. 

Q.  What  matters  have  been  referred  to  you?  A.  Violations 
of  the  Health  Department. 

Q.  Have  there  been  any  such  in  the  past  year,  have  you  had 
to  act  on  any  such  matters?  A.  Not — last — ^well  in  the  early 
part  of  the  sununer. 

Q.   Of  this  summer  ?     A.  Yes. 

Q.  What  matters  were  those  ?  A.  Complaints  about  the  King 
houses. 

Q.  The  King  model  houses  ?     A.  Yes. 

Q.  How  long  did  that  take  ?     A.  JSTot  long. 

Q.  How  long?     Two  or  three  visits  there?     A.  Yes. 

Q.  Is  that  all?     A.  Yes. 

Q.  What  else  have  you  had  to  do  this  year  with  complaints 
connected  with  the  Health  Department?     A.   Fire  escapes. 

Q.  What  buildings  ?     A.  34th  Street. 

Q.  When  ?     A.  Three  or  four  months  ago. 

Q.  How  long  did  that  take  ?  A.  Three  or  four  times,  three  or 
four  visits  there. 

Q.  In  the  former  case  you  dealt  with  the  Health  Department  ? 
A.  With  the  Sanitary  Department. 

Q.  What  did  you  do,  go  to  see  them  and  talk  about  it?  A 
res. 

Q.  M^ho  did  you  talk  with  about  it  ?  A.  The  Sanitary  Depart- 
ment, I  don't  remember  his  name.  The  assistant  sanitary  super- 
intendent. 

Q.  Who  did  you  talk  with  in  regard  to  fire  escapes  ?  A.  The 
Tenement  House  Department. 
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Q.  Who  did  you  talk  with  there  ?     A,  I  sent  to  the  deputy. 

Q.  You  sent  to  the  deputy  ?     A.  Yes. 

Q.  Did  you  not  have  three  or  four  visits  ?  A.  I  sent  to  him, 
and  then  followed  it  up  three  or  four  different  days. 

Q.  Who  did  you  see  when  you  went  there  ?  A.  I  sent  to  him, 
I  did  not  say  I  went  there.  It  took  me  three  or  four  days  to  look 
after  it. 

Q.  What  other  matters  have  you  had  this  year  to  look  after  for 
the  Equitable  ?     A.  l^ot  much. 

Q.  What?     A.  Very  little. 

Q.  Have  you  had  anything  else  ?  A.  Nothing  that  I  could  re- 
member. 

Q.  What  did  you  have  for  the  Equitable  in  the  year  1904  ?  A. 
About  the  same  thing. 

Q.  What  were  they  specifically  ?  A.  Matters  in  relation  to  the 
Ilazen  building  and  the  erection  of  that,  streets  torn  up,  I  remem- 
ber that. 

Q.  In  relation  to  what  did  you  say  first  ?  A.  The  Ilazen  build- 
ing. 

Q.  When  was  that?  A.  I  don't  remember  what  time,  during 
the  year. 

Q.  What  did  you  have  to  do  about  that  ?  A.  Complaints  there 
about  encumbering  the  streets,  building  materials. 

Q.  You  mean  building  material  on  the  sidewalk?  A.  On  the 
streets. 

Q.   Who  did  you  see  about  that  ?     A.  The  deputy. 

Q.  Who  was  he?    A.  Mr.  Jordon. 

Q.  How  often  did  you  see  him  ■ —  you  mean  the  deputy  of  what 
department  ?     A.  The  Building  Department. 

Q.  What  else  was  there  in  1904?  A.  I  cannot  call  to  mind, 
sir. 

Q.  Was  there  anything  else?     A.  I  could  not  call  to  mind. 

Q.  Was  there  anything  else?  A.  I  am  not  positive  if  there 
were. 

Q.  Well  what?    A.  Well,  I  could  not  state  just  now. 

Q.  What  was  there  in  1903?     A.  About  the  same  things, 

Q.  Well,  you  do  not  seem  to  be  a  very  busy  man.  A.  Well,  at 
times 


Q.  A  great  deal  of  the  time  you  have  to  yourself,  don't  you? 
A.  Yes. 

Q.  What  reason  is  there  that  the  Equitable  should  pay  you 
$6,000  a  year?  A.  Well,  I  don't  know;  I  have  had  a  good  deal 
to  do  there,  with  business  for  the  officers. 
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Q.  Are  you  the  intermediary  between  the  city  departments  and 
the  Equitable  ?     A.  AVhenever  they  require  anything. 

Q.  I  see  that  in  the  report  made  by  the  company  to  Superin- 
tendent Hendricks  in  the  recent  examination  that  you  are  put 
down  as  looking  after  assessments  levied  on  the  Society's  real 
estate,  for  street  openings,  improvements,  condemnation  proceed- 
ings, etc.  Have  you  looked  after  any  assessments?  A.  I  have 
went  to  the  Comptroller's  office  to  expedite  the  payments  in  street 
opening  matters. 

Q.  Is  that  all  you  have  done  in  looking  after  assessments?  A. 
I  have  looked  after  personal  assessments. 

Q.  Whose  personal  assessments  ?     A.  Different  officers  of  the 
company. 
■  Q.  To  get  their  personal  assessments  reduced?     A.  Yes,  sir. 

Q.  What  officers?     A.  Mr.  Alexander. 
■'Q.  Who  else?     A.  Mr.  Hyde. 

Q.  James  H.Hyde?     A.  His  father. 

Q.  His  father  and  not  James?     A.  ISTo,  Henry  B.  Hyde. 

Q.  Who  else  ?    A.  Mr.  Tarbell's  and  Mr.  Jordan's. 

Q.  What  have  you  done  on  behalf  of  the  company  in  looking 
after  street  openings  or  assessments  levied  for  street  openings? 
A.  Nothing. 

Q.  What  have  you  done  on  behalf  of  the  company  in  leaking 
after  street  openings  or  assessments  levied  for  street  openings?  A. 
Condemnation  proceedings  on  one  or  two  occasions. 

Q.  How  could  you  expedite  them?  A.  Going  to  the  Comp- 
troller's office  and  inquiring  about  when  the  warrant  would  be 
ready,  and  sometimes  to  see  that  the  papers  were  sent  from  the 
Corporation  Counsel's  office  to  the  Board  of  Estimate  and  from 
there  to  the  Comptroller's  office. 

Q.  Have  you  received  from  time  to  time  moneys  from  anyone 
connected  with  the  Equitable  outside  of  your  salary?  A.  On  two 
or  three  occasions. 

Q.  What  were  those  occasions  ?  A.  One  was  in  a  legal  —  in 
a  law  matter  of  one  of  the  agents,  a  Captain  Thompson,  who  was 
charged  with  obtaining  money  under  false  pretences.  Mr.  Alex- 
ander sent  me  to  see  what  could  be  done  about  it.  The  papers 
published  several  articles  about  it,  and  he  stated  that — the  coun- 
sel —  he  did  not  wish  them  to  have  anything  to  do  with  it.  He 
asked  me  to  provide  counsel.  I  did.  Counsel  took  charge  of  the 
matter  and  had  him  bailed  out,  and  followed  the  matter  up  for 
some  months  and  finally  he  was  discharged. 


Testimony  of  Thomas  Coman.  2573 

Q.  When  was  that?     A.  Two  or  three  years  ago. 

Q.  Have  you  received  moneys  for  payment  over  to  anyone  for 
political  purposes?    A.  "No,  sir. 

Q.  Have  you  ever  received  any  money  for  Tammany  Hail?  A. 
Xo,  sir. 

Q.  For  any  campaign  contributions?     A.  ~No. 

Q.  Did  not  you  get  money  from  Mr.  Jordan  from  time  to  time? 
A.  ISTo. 

Q.  What  contributions  have  been  made  for  official  purposes  by 
die  Equitable?     A.  I  don't  know  of  any. 

Q.  You  don't  know  of  any?     A.  ISTo. 

Q.  Did  you  use  any  part  of  your  salary  for  such  purposes?  A. 
I  did  not. 

Q.  Tour  son  is  also  employed  by  the  Equitable  ?    A.  Yes. 

Q.  What  is  his  name  ?    A.  John  H.  Coman. 

Q.  How  long  has  he  been  employed  ?    A.  Five  or  six  years. 

Q.  In  what  capacity  ?    A.  Messenger  and  clerk. 

ME.  HUGHES:  Mr.  Piatt  is  here,  and  if  you  will  permit  me 
to  suspend  your  examination  I  will  put  you  on  the  stand  again 
later. 

Mr.  Piatt. 

THOMAS  0.  PLATT,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

MR.  EOBEET  C.  MOEEIS:  Will  the  stenographer  note  the 
appearance  of  Eobert  C.  Morris  as  Counsel  for  Senator  Piatt. 

Mr.  Chairman,  Senator  Piatt  has  come  here  to  attend  pursuant 
to  the  request  of  your  honorable  body,  and  as  the  result,  I  pre- 
sume, of  the  testimony  given  on  November  16th,  wherein  Gov- 
ernor Odell  testified 

THE  OHAIEMAN:  Are  you  Mr.  Morris? 

ME.  MOEEIS:  I  am. 

THE  CHAIEMAIST:  We  do  not  permit  the  appearance  of 
counsel  formally,  and  we  will  hardly  want  to  make  an  exception 
in  this  case.  We  are  willing  you  should  have  your  appearance 
noted,  but  not  for  the  purpose  of  making  a  statement  or  sugges- 
tion, other  than  to  our  counsel. 
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ME.  MOKKIS:  I  do  not  intend  to  make  a  statement,  but  1 
simply  wanted  to  say  that  Senator  Piatt  will  answer  fairly  and 
fully  any  question  you  may  put  to  him. 

THE  CHAIRMAlSr:  We  have  not  any  doubt  about  it  at  all. 
"We  know  that  Senator  Piatt  is  capable  of  answering  any  question. 

BY  MR.  HUGHES: 

Q.  Senator  Piatt,  evidence  has  been  given  here  as  to  the  con- 
tributions made  by  Insurance  corporations  for  political  purposes. 
We  shall  be  glad  to  have  your  testimony  upon  that  subject  so  far 
as  the  matters  are  within  your  knowledge.  A.  Well,  I  have 
received  contributions  from  some,  more  particularly  from  the 
Equitable. 

Q.  Would  you  state^  please,  what  contributions  you  have  re- 
ceived from  the  Equitable  for  political  purposes.  A.  I  could 
not  state  what  contributions  because  I  have  not  any  record  of 
it  all  in.  ; 

Q.  During  what  period  of  years  have  such  contributions  been 
made  ?    A.  I  should  think  at  least  ten  years. 

Q.  Have  you  had  anything  to  do  with  the  receiving  of  con- 
tributions in  connection  with  national  campaigns?  A.  ISTo,  not 
national  campaigns,  State  campaigns. 

Q.  Solely  vsdth  reference  to  state  campaigns  ?    A.  Yes,  sir. 

Q.  Has  it  been  the  practice  of  the  Equitable  Life  to  make  con- 
tributions for  State  campaigns  to  the  Eepublican  Party?  A.  Well, 
as  far  as  they  made  any  contributions  to  me  they  were  calculated 
to  be  for  State  campaigns. 

Q.  For  how  long  and  in  what  amounts  have  these  contributions 
been  ?  A.  The  contributions  from  the  Equitable  have  been  about 
seven  thousand  dollars  at  a  time. 

Q.  At  a  time?   A.  Yes. 

Q.  And  your  connection  with  the  receiving  of  such  contribu- 
tions began  about  what  date  ?  A.  I  cannot  tell  that.  My  memory 
fails  me  as  to  that.  I  cannot  tell  when  they  commenced  but  I 
f'ould  tell  that  it  was  every  year  for  some  time.  I  cannot  tell 
what  date.     I  have  not  any  record  of  it. 

Q.  When  you  say  every  year,  you  mean  literally  every  calen- 
Jar  year  in  connection  with  the  State  election?     A.  Yes. 

Q.  Have  you  received  any  money  from  the  Equitable  Life  as  a 
contribution  for  local  campaigns?     A.  No,  sir. 
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Q.  Municipal  campaigns?     A.  iJTone  whatever. 

Q.  Or  as  a  contribution  to  the  expenses  of  any  candidates  for 
the  Legislature?  A.  No,  sir,  I  have  not  received  anything  at  all 
for  that  purpose. 

Q.  Then  the  amount  you  have  received  for  the  purposes  i)i 
State  campaigns  cover  all  the  amounts  you  have  received  from 
the  Equitable  Life?  A.  Yes,  and  they  were  general  in  their  char- 
acter; there  was  not  any  specific  sum  mentioned  for  any  cam- 
paign, for  what  it  was  to  be. 

Q.  But  you  divided  tip,  or  some  committee  divided  up  this 
money  that  was  received  in  such  a  way  as  it  was  thought  expe- 
dient? A.  They  usually  made  the  contributions  to  me,  and  I 
think  they  did  always,  by  a  special  messenger  who  came  to  my 
oiiice  and  delivered  a  package  of  money,  and  I  could  only  tell 
what  it  was,  and  I  immediately  turned  it  over  to  tl^e  State  Com- 
mittee, either  the  chairman  or  secretary  or  treasurer. 

Q.  So  these  contributions  were  cash  contributions?  A.  Cash 
contributions. 

Q.  Did  3'ou  ever  receive  any  contributions  directly  from  any 
officer  of  the  Equitable?  A.  ISTo,  I  don't  think  I  ever  did  from 
the  Equitable.  I  am  not  quite  sure  about  that.  But  they  in- 
variably sent  the  money  over  by  a  special  messenger  a-nd  handed 
it  to  me,  and  I  did  not  keep  it  over  night.  I  would  take  it  \ip 
to  the  State  Committee. 

Q.  Did  you  make  any  request  for  these  contributions?  A.  I 
did  not. 

Q.  They  came  voluntarily?     A.  They  came  voluntarily. 

Q.  At  the  inception  of  the  making  of  these  contributions  or  the 
practice  of  making  them,  did  you  make  any  request  for  them? 
A.  I  don't  remember  about  that.     I 

Q.  Then  ten  thousand  dollars  will  cover  all  the  contributions — 
that  is  the  annual  contributions — that  you  have  ever  received 
from  the  Equitable  Life?  A.  So  far  as  T  remember,  that  was  all 
it  was,  ten  thousand  dollars. 

Q.  Ten  thousand  dollars  a  year?     A.  Yes. 

Q.  Was  that  a  fixed  sum  each  year,  or  did  it  vary?  A.  Well, 
it  was  a  fixed  sum,  that  is,  it  did  not  exceed  that,  and  they  did  not 
reduce  it  either. 

Q.  Did  you  receive  any  contributions  for  political  purposes 
from  the  Mutual  Life?  A.  I  am  not  quite  certain  about  tliaf,  but 
I  think  I  did,  daring  the  ten  years  that  I  speak  of.  I  i-pcoived 
some  contributions  from  the  Mutual  Life. 
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Q.  In  what  amount?  A.  Well,  my  memorj  would  be  ten 
thousand  dollars. 

Q.  Annually?     A.  Oh,  no,  not  annually. 

Q.  Occasionally?     A.  Occasionally,  yes.  ^ 

Q.  Do  you  remember  in  what  campaign?  A.  Well,  I  do  not 
know  in  what  campaign,  I  could  not  tell  from  memory. 

Q.  Have  you  received  any  recently  from  the  Mutual  Life,  in 
recent  years,  the  last  three  or  four  years?  A.  I  thought  you 
were  asking  me  about  the  New  York  Life? 

Q.  1^0,  I  said  the  Mutual  Life.  A.  I  have  received  from 
the  Mutual  Life  some  donations  in  the  last  ten  years,  but  I 
don't  know  when  and  what  amounts,  but  they  were  about  ten 
thousand  dollars. 

Q.  Were  they  regular  annual  contributions?  A.  I  think 
so — ^I  say  annual  contributions,  but  they  did  not  give  me  any  sum 
annually,  only  on  stated  occasions. 

Q.  Well,  do  you  mean  by  that  they  did  not  give  you  something 
for  every  year's  campaign?     A.  They  did  not,  no. 

Q.  How  frequently  was  it?  A.  Well,  I  cannot  tell,  I  simply 
^received  it,  and  whatever  I  received  I  took  to  the  State  Committee. 

Q.  With  what  officer  of  the  Mutual  Life  did  you  deal,  in  re- 
ceiving these  contributions?  A.  I  think  it  was  Mr.  McCurdy, 
I  will  not  be  sure. 

Q.  Mr.  E.  A.  McCurdy?     A.  Yes. 

Q.  Did  you  get  the  money  from  him  directly?  A.  No,  it  was 
given  to  me  just  as  I  say. 

Q.  In  the  same  way  that  it  was  given  to  you  by  the  Equitable, 
sent  by  a  messenger  in  currency?     A.  Yes. 

Q.  How  did  it  happen  that  the  Mutual  Life  contributed  the 
money — was  it  in  pursuance  of  an  understanding  between  your- 
self and  Mr.  McCurdy?  A.  Well,  I  simply  asked  him  at  different 
limes,  that  the  necessities  were  very  great  for  money,  and  he  was 
very  glad  to  subscribe. 

Q.  This  was  for  the  state  campaign?     A.  Yes. 

Q.  And  Mr.  McCurdy  so  understood  it?  A.  He  understood 
it  and  could  not  have  understood  it  any  other  way,  because  I  was 
not  representing  the  National  campaign. 

Q.  Was  there  any  contribution  by  the  Mutual  at  any  time  for 
any  local  campaign?  Or  part  from  the  contribution  for  State 
campaign  purposes,  in  the  interest  of  any  candidate  for  any  legis- 
Ititive  office?     A.  No,  no. 
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Q.  Simply  the  one  contribution?     A.  That  was  all. 

Q.  The  practice  was  the  same  in  the  case  of  the  Mutual  as  in 
the  case  of  the  Equitable?     A.  It  was  just  the  same,  exactly. 

Q.  And  we  may  assume  that  you  got  generally  ten  thousand 
dollars  ?    A.  I  did  whe  I  got  anything. 

Q.  For  how  long  a  period  of  years  would  that  go  back?  A.  I 
could  not  state  that,  my  memory  would  not 

Q.  "Would  it  go  back  twenty-years?     A.  Oh,  no. 

Q.  Have  you  received  any  contributions  for  political  purposes 
from  the  New  York  Life?     A.  I  think  very  seldom. 

Q.  With  whom  did  you  deal  in  the  ]^©w  York  Life,  if  you  did 
at  all?     A.  I  dealt  with  the  president  of  that  company. 

Q.  Mr.  McOall?     A.  Yes. 

Q.  Have  you  received  at  any  times  any  contributions  from 
Mr.  McCall  for  state  purposes,  political  purposes?  A.  That  is 
what — ^if  he  subscribed  anything  at  all,  it  was  for  state  purposes. 

Q.  Yes,  of  course,  but  did  he  at  any  time,  for  his  company 
give  you  any  money?  A.  I  cannot  state  positively  as  to  whether 
he  did  or  not.  I  cannot  remember  whether  he  gave  me  any- 
thing or  not. 

Q.  And  that  would  mean  that  you  are  not  positive  as  to  whether 
the  ^ew  York  Life  has  given  you  anything  for  State  purposes? 
A.  I  am  not  jKJsitive,  my  memory  is  at  fault  with  reference  to 
that. 

Q-  It  has  been  suggested  to  me  that  you  had  something  to  do 
with  the  collection  of  funds  for  the  Harrison  campaign,  the  rais- 
ins^' of  a  fund  of  one  hundred  and  forty  thousand  dollars,  Do 
you  recall  that?     A.  I  do  not  recall  that, 

Q.  Or  any  fund,  I  may  not  have  the  amount  right.  A.  "Well, 
I  cannot — my  memory  will  not  tell  me  as  to  whether  it  was  a 
Harrison  campaign,  pr  what  campaign  it  was. 

Q.  You  aie  clear  in  your  mind  that  you  never  had  any  con- 
tributions made  to  you  for  the  purposes  of  a  National  cam- 
paign? A.  Yes,  they  never  were  given  to  me  for  a  National 
campaign,  although  I  sometimes,  in  talking  to  gentlemen  about 
it,  said  I  thought  it  would  be  a  good  thing  for  them  to  sub- 
scribe, because  of  the  bearing  of  the  National  campaign  on  the 
State  campaign. 

Q.  And  with  whom  have  you  had  such  conversations  ?  I  mean 
connected  with  the  insurance  companies,  of  course.  A.  I  am  not 
clear  as  to  whom  I  talked  with  on  that  subject. 
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Q.  Have  you  talked  with  Mr.  E.  A.  McCurdy  about  that?  A. 
I  don't  think  so. 

Q.  Or  Mr.  John  A.  McCall  ?  A.  I  think  very  likely  I  may  have 
talked  to  John  A,  MoOall  on  that  subject  as  to  the  necessities  of  our 
campaign  and  what  we  had  to  do.  I  do  not  remember  when  I 
talked  with  him,  though. 

Q.  What  other  insurance  companies  doing  business  in  the  State 
of  New  York,  Senator,  have  made  contributions  to  you  for  politi- 
cal purposes?    A.  Not  any  that  1  know  of. 

Q.  Not  the  Metropolitan  ?     A.  No. 

Q.  And  none  of  the  other  companies  ?     A.    No. 

Q.  Have  any  of  these  other  companies  made  any  contributions 
to  anybody  else  that  you  know  of  for  political  purposes?  A.  I 
don't  know  of  any  others  contributing  anything  at  all. 

Q.  Then  ten  thousand  dollars  from  the  Mutual  and  ten  thou- 
sand dollars  from  the  Equitable — I  refer  of  course,  to  the  annual 
coiit<i'ibution,  comprise  all  the  contributions  you  have  any  knowl- 
lUge  of  for  political  purposes?  A.  I  have  not  had  from  the  New 
York  Life  any  ten  thousand  dollars  a  year. 

Q.  I  said  the  Mutual  ten  thousand  dollars  and  ten  thousand 
dollars  from  the  Equitable?  A.  I  don't  think  I  ever  had  any 
such  sum  from  the  Mutual. 

Q.  No,  you  said  it  was  not  every  year  from  the  Mutual,  and 
you  were  unable  to  state  just  what  years  they  were,  but  I  gath- 
ered from  your  testimony  that  it  was  frequently  from  the  Mutual. 
A.  No,  it  was  not  frequent — I  should  think  it  was — oh,  I  cannot 
tell  how  frequently  it  was. 

Q.  Take  1902,  was  there  a  contribution  in  that  year  by  the 
Mutual.  A.  I  should  think  there  was,  because  that  was  a  presi- 
dential year. 

Q.  And  it  would  be  likely,  according  to  your  recollection .  they 
would  give  for  State  purposes  that  year?     A.  Yes. 

THE  OHAIEMAN:  I  think  the  Senator  was  a  little  confused 
as  to  that  year,  1902. 

Q.  Now,  how  about  1902-?  A.  I  don't  remember  about  that 
paign?    A.     Yes. 

Q  Now,  how  about  1902  ?  A.  I  don't  remember  about  that  year. 

Q.  Or  1900  ?     A.  I  cannot  remember  specifically  as  to  that. 

Q.  That  was  a  presidential  year.  Would  it  be  your  recollection 
that  the  Mutual  subscribed  to  State  purposes  that  year?     A.  I. 
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should  think  naturally,  the  Mutual  would  subscribe  at  that  time, 
and  did. 

Q.  Are  you  acquainted  with  any  contributions  that  have  been 
made  to  any  one,  for  the  purposes  of  favoring  the  candidacy  of 
any  one  for  legislative  office?     A.  No. 

Q.  Outside  of  these  contributions  you  have  mentioned?  A. 
No,  I  never  had  any  such  thing  broached  to  me  at  all. 

Q.  Or  for  the  purpose  of  aiding  the  candidacy  of  any  candi- 
date for  judicial  office?  A.  ISTo,  sir,  there  never  has  been  a  sug- 
gestion made  in  reference  to  any  candidate. 

Q.  Well,  with  reference  to  the  matter  of  campaign  expenses  in 
connection  with  judicial  nominations?  A.  IsTo,  I  never  have 
heard  such  a  thing  in  my  life. 

Q.  Reference  has  been  made  here  to  the  activity  of  Andrew 
Hamilton  in  connection  with  Legislative  matters  at  Albany.  Did 
you  know  Mr.  Hamilton  ?     A.  I  did  not  know  him  at  all. 

Q.  Do  you  know  anything  about  his  work  at  Albany  ?  A.  I  do 
not  know  anything  about  it  at  all.  It  has  been  since  it  has  been 
broached  here,  is  the  first  I  ever  heard  of  him. 

Q.  Do  you  know  Andrew  0.  Fields?  A.  I  met  him,  I  think 
once  or  twice. 

Q.  Did  you  know  anything  of  his  work  at  Albany?  A.  ISTo, 
sir,  I  did  not. 

Q.  Or  of  any  money  contributed  by  insurance  companies  to 
him,  or  through  him,  for  any  purpose?  A.  I  did  not  know  of 
any  such. 

Q.  So  far  as  you  know.  Senator,  what  have  the  insurance  com- 
panies done  with  regard  to  shaping  legislation  or  preventing  legis- 
lation in  this  State?  A.  I  don't  know  anything  that  they  have 
done  at  all.  I  have  not  inquired  into  that,  nor  have  they  sought 
my  influence  at  all  in  reference  to  it. 

Q.  Do  you  know  what  uses  to  have  been  made  of  the  contribu- 
tions by  the  insurance  companies  for  State  campaigns?  A.  T 
don't  know  anything  about  it,  sir.  I  turned  it  over — I  turned 
these  contributions  over  to  the  State  Committee  and  my  connec- 
tion with  them  ceased. 

Q.  Did  you  know  whether  by  virtue  of  such  contributions  any 
allotments  of  money  were  made  for  the  purpose  of  heli)ing  the 
campaigns  of  candidates  for  the  Legislature?  A.  There  was  not 
any  that  I  know  of. 

Q.  Inquiries  have  been  made  from  time  to  time  with  regard  to 
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the  Insurance  Department.  Wiat  influence  have  the  insurance 
companies  in  the  appointment  of  Superintendent  of  Insurance  as 
far  as  you  know?  A.  I  don't  think  they  have  any  influence  as 
far  as  I  know. 

Q.  Did  you  know  James  F.  Pearce  ?  A.  I  did  know  him  when 
he  was  Superintendent  of  Insurance. 

Q.  Was  he  an  attorney  of  the  Mutual  Life  prior  to  his  becom- 
ing Superintendent  of  Insurance  ?    A.  I  did  not  know  that  he  was. 

Q.  Do  you  know  how  it  was  that  he  was  selected  as  Superin- 
tendent of  Insurance  in  view  of  his  relation  to  the  Mutual  ?  A.  I 
did  not  know  of  it,  I  did  not  know  that  his  relation  to  the  Mutual 
was  close  at  all. 

Q.  Have  you  ever  been  asked,  Senator,  on  behalf  of  any  of 
the  insurance  companies  to  intervene  in  their  favor  by  reason 
of  such  contributions  ?    A.  Never  in  the  world. 

Q.  In  connection  with  matters  of  legislation  or  with  the  insur- 
ance development  ?    A.  Never  in  the  world. 

Q.  I  said  on  account  of  such  contributions.  Have  you  ever 
been  asked  by  any  of  the  insurance  companies  to  intervene  in  their 
favor  at  all  in  matters  of  legislation  ?  A.  They  never  have  asked 
me  in  the  world. 

Q.  And  you  have  never  done  anything  of  the  kind?  A.  I  have 
not  done  anything  of  the  kind. 

Q.  Do  you  happen  to  know.  Senator,  what  contributions  were 
made  to  the  national  campaign  funds  in  1896  by  the  Mutual  or 
Equitable  ?    A.  I  could  not  tell  anything  abojtit  them  at  that  time. 

Q.  Or  in  1900?  A.  I  did  not  have  any  record  and  have  not 
any  record  now;  I  did  not  make  any  record.  As  I  said,  they 
turned  the  moneys  over  to  me  and  I  turned  the  moneys  over  to 
the  State  Committee  immediately. 

Q.  Was  there  any  co-operation  between  you  and  Mr.  Bliss  in 
the  effort  to  obtain  contributions  during  campaigns  when  both 
State  and  National  candidates  were  before  the  country?  A.  Not 
that  I  remember. 

Q.  Were  there  any  last  autumn,  in  1904  that  is?  A.  There 
was  not  any,  that  I  know  of,  at  least. 

Q.  Do  you  know  anything  about  the  contribution  of  approxi- 
mately $50,000  by  the  New  York  Life  in  the  last  presidential 
campaign?  A.  I  knew  nothing  about  it,  I  had  no  knowledge 
whatever. 
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Q.  Or  of  the  contribution  of  $50,000  by  the  Equitable  Lifr 
in  the  last  campaign  ?  A.  I  did  not  know  what  they  had  given 
and  it  was  not  brought  to  my  attention  at  all. 

Q.  I  am  asked  whether  you  desire  the  Committee  to  under- 
stand that  your  relation  to  contributions  by  insurance  companies 
began  only  ten  years  ago  ?  A.  I  would  not  say  ten  years  ago,  I 
would  not  specify  the  date,  but  I  should  think  as  much  as  ten  years 
ago. 

Q.  Was  it  not  a  considerable  longer  time  ago,  when  you  began 
to  receive  these  contributions  ?  A.  Well,  very  possibly  it  was,  but 
I  cannot  remember  now  when  I  began  to  receive  contributions. 

Q.  Was  it  not  as  long  as  twenty  years  ago  ?  A.  Well,  I  should 
doubt  it. 

Q.  About  1885  or  1886  that  it  began?  A.  I  don't  remember, 
I  cannot  remember  when  it  was. 

Q.  But  you  did  not  intend  to  be  understood  as  fixing  ten  years 
as  an  absolute  limit  ?    A.  No,  I  did  not.  , 

Q.  It  might  be  fifteen  years  or  more  ?    A.  Yes. 

Q.  But  these  figures  you  have  given  me  hold  good  for  whatever 
time  it  is  ?    A.  Yes. 

Q.  And  according  to  your  best  recollection  would  not  those  con- 
tributions extend  over  a  period  as  far  back  as  1886  ?  A.  Well,  I 
should  think  they  likely  would,  but  I  cannt  remember  about  that. 

Q.  We  should  be  glad  to  know,  Senator,  upon  what  basis  you 
think  an  insurance  company  is  justified  in  contributing  to  a  State 
campaign  ?  A.  Well,  I  should  think  that  they  were  justified  in 
making  contributions  while  the  gold  issue  was  at  stake;  I  should 
think  they  would  be  very  likely  to. 

Q.  Take  the  course  of  our  State  campaigns,  of  course  you  are 
familiar  with  them  for  many  years.  What  has  there  been  in 
them  which  would  justify  an  insurance  company  in  contributing 
to  the  expense?  A.  Well,  I  do  not — I  should  not  want  to  pass 
upon  that. 

Q.  If  you  have  any  opinion,  of  course  we  should  be  glad  to  have 
it,  but  the  point  that  I  want  particularly  to  get  at  is  this,  what 
suggestion  was  there  to  the  insurance  companies  of  any  quid  pni 
quo,  what  was  the  insurance  company  to  get  out  of  the  fact  that 
they  had  made  the  contribution  ?  A.  There  was  not  any  sug- 
gestion of  any  sort. 

Q.  What  advantage  really  could  they  get?  A.  They  get  it 
through  me  being  connected  with  the  State  Committee. 
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Q.  How  would  they  get  it  through  you  ?  A.  Well,  they  would 
suppose  that  I  would  be  very  likely  to  defend  them  at  any  time 
when  it  was  necessary,  if  I  had  occasion  to  do  it. 

Q.  What  would  that  extend  to,  what  would  you  mean  by  de- 
fending them  if  occasion  made  it  necessary  ?    A.  I  don't  know. 

Q.  What  had  you  in  mind  in  saying  that  ?  A.  That  they  would 
expect  me  to  support  them  naturally  in  anything  that  they  natur- 
ally thought  was  right  and  that  they  were  for.     , 

Q.  And  have  they  ever  requested  such  support  in  any  manner  ? 
A.  They  never, have. 

Q.  No  company  has  ?  A.  !N'o  company  has  ever  asked  my  sup- 
port. 

Q.  In  what  matters  could  you  properly  give  a  support  to  the 
companies  in  return  for  such  contributions'?    A.  Oh,  I  don't  know. 

Q.  I  understand  you  to  say  that  they  would  expect  you  would 
support  them  or  defend  them.  What  class  of  possibilities  had 
you  in  mind  in  saying  that?  A.  I  did  not  have  any  class  of 
possibilities  in  mind  at  all — where  their  interests  were  largely 
involved  and  they  might  come  to  me  for  help. 

Q.  To  see  that  the  legislature,  for  example,  did  not  enact  legis- 
lation which  they  thought  hostile  to  their  policyholders  ?  A.  That 
is  what  it  would  amount  to. 

Q.  That  is  what  it  would  amount  to.  How  could  you  control 
that  situation?     A.  I  could  not  control  it. 

Q.  How  could  you  in  any  way  influence  it?  A.  I  might  have 
some  influence. 

Q.  Through  the  disposition  of  the  moneys  in  the  election  of 
legislators?     A.  Well,  I  could  not  say  that. 

Q.  Is  not  that  the  way  it  really  comes  about,  Senator,  that  the^ 
use  of  these  contributions  in  the  election  of  candidates  to  office 
puts  the  candidates  under  more  or  less  of  a  moral  obligation  not 
to  attack  the  interests  supporting?  A.  That  is  what  would  natur- 
ally be  involved. 

Q.  That  is  really  what  is  involved,  is  it  not?  A.  I  should  think 
so. 

Q.  And  that  is  what  you  meant  when  you  said  that  they  would 
expect  you,  through  your  relations  to  the  State  Committee,  to 
defend  them  ?     A.  Yes. 

MK.  HUGHES:    That  is  all,  Senator. 
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mOMAS  COMAN,  resumed. 
BY  MR  HUGHES: 

Q.  Mr.  Coman,  since  you  were  last  on  the  stand  have  you 
been  able  to  recall  any  further  oases  in  which  you  were  acting 
for  the  Equitable  Life  and  received  money  outside  of  your  salary? 
You  have  mentioned  one.  Were  there  others?  A.  There  was 
one  other  occasion  I  remember. 

Q.  I  find  here  a  few  vouchers  for  payments  to  your  order  for 
legal  expenses,  for  payments  for  legal  expenses  which  bear  your 
endorsement,  one  of  March  13,  1903,  $500,  one  of  February  4th, 
$250,  and  one  of  June  22,  1903,  $200^  A.  This  June  22d,  was 
for  money  expended  in  the  defence  of  the  son  of  an  agent  in 
South  America.  He  wandered  on  here  and  ran  away  from  home 
I  take  it,  and  got  in  trouble  here  and  was  arrested  and  indicted 
for  larceny.  The  company  was  much  interested  about  him  and 
.  they  proposed"  if  judgment  was  suspended,  to  send  him  home. 
They  left  the  matter  to  me  and  I  employed  counsel  to  appear 
for  him  who  made  that  statement  and  the  Court  suspended  judg- 
ment and  the  company  guaranteed  to  send  him  home,  which  they 
did,  for  which  the  counsel  received  $200  fees  which  I  paid  him. 
Ralph  Meyer  I  think  was  his  name.  His  father  was  an  important 
man  in  South  America. 

Q.  Go  on.  A.  This  other  one  was  in  relation  to  Captain  Thomp- 
son who  was  an  agent  of  the  company  and  got  into  trouble.  Coun- 
sel was  employed  for  him  and  bail  furnished  and  the  case  at- 
tended to  and  'after  dismissal  there  was  $250  paid  to  the  counsel. 
This  one  of  March  13th  I  know  nothing  about,  sir.  It  has  my 
signature  on  the  back. 

Q.  Have  you  been  able  to  recall  since  you  left  the  stand  any 
other  matters  in  which  you  acted  for  the  Equitable  Life  in  your 
regular  employment  during  the  last  few  years  ?  A.  I  did  not  think 
of  them,  sir. 

Q.  Wby  was  it,  do  you  know,  that  you  should  be  put  down 
in  the  payroll  or  the  explanation  given  to  the  superintendent, 
that  you  were  employed  to  look  after  assessments  and  condemna- 
tion proceedings  for  the  company  when  you  did  not  do  that  work 
to  any  extent?    A.  I  don't  know  why. 

Q.  How  manj  buildiags  in  the  City  of  ISTew  York  within  the 
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last  cauple  of  years  have  you  looked  after  in  any  way?  A.  That 
I  am  unable  to  say. 

Q.  Well,  you  enumerated  two  or  three,  you  enumerated  the 
King  model  houses  and  you  enumerated  the  Hazen  building.  Do 
you  know  any  others?    A.  34th  Street. 

Q.  Were  there  any  others?     A.  The  Equitable  Building. 

Q.  What?     A.  The  Equitable  Building. 

Q.  What  have  you  done  about  that?  A.  There  have  been 
complaints  made  from  time  to  time  of  violations  in  the  different 
departments. 

Q.  Do  you  do  any  work  except  attend  to  such  matters  as  come 
up  with  the  city  departraeAts  ?  '  A.  For  the  officers. 

Q.  Well,  that  is  for  the  officers  in  their  own  matters  ?     A.  Yes. 

Q.  What  matters  have  you  attended  to  for  the  officers  aside 
from  their  personal  assessments?  A.  If  they  have  any  complaints 
from  the  city  departments. 

Q.  Do  you  mean  about  their  houses?     A.  And  the  streets. 

Q.  Well,  in  regard  to  what  matters  for  any  officer  have  you  — 
A.  Eor  instance,  if  there  is  a  leak  in  the  croton  main  in  front  of 
the  door,  a  break  in  the  street,  notice  to  take  wires  from  a  house. 

Q.  You  mean  their  individual  houses?     A.  Yes,  sir. 

Q.  What  cases  have  you  had  of  that  sort  for  any  officer  in 
recent  years?     A.  Mr.  Alexander. 

Q.  Any  one  else?     A.  Mr.  Hyde. 

Q.  James  H.  Hyde?    A.  Yes. 

Q.  What  place  of  his  and  what  places  of  Mr.  Alexander's? 
A.  His  house  where  he  lives  the  street  was  torn  up  there  for  the 
whole  winter. 

Q.  Well,  for  what  particular  reason  were  you  selected  to  deal 
with  the  city  departments?  A.  I  suppose  on  account  of  my  con- 
nection with  the  city  government  in  years  gone  by. 

Q.  You  have  a  large  acquaintance  in  the  departments,  have 
you  not?     A.  Some. 

Q.  And  you  have  had  for  a  great  many  years  close  relation 
with  the  departments?     A.  Well,  some. 

Q.  Have  you  lived  continuously  in  the  city  of  New  York,  ever 
since  1870?     A.  K"o,  sir. 

Q.  Where  did  you  live  at  any  time  you  were  away?  A,  I  was 
absent  eight  months. 

Q.  Where  were  you?     A.  Toronto. 

Q.  When  was  that?     A.  1874. 
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Q.  With  that  exception  have  you  lived  in  the  city  continuously? 
A.  Yes,  sir. 

Q.  Do  you  hold  any  office  in  connection  with  Tammany  Hall? 
A.  Nu. 

Q.  Are  you  a  member  of  the  General  Committee  ?     A.  No,  sir. 

Q.  Now,  searching  you  memory  cam  you  recall  a'ny  cases  of 
any  contributions  made  by  the  Equitable  for  any  local  political 
matters?     A.  JSTo,  sir. 

Q.  Has  the  Equitable  ever  paid  any  money  to  any  one  in  con- 
nection with  any  complaints  that  have  been  made?  A.  Not 
thi-ough  me. 

Q.  Through  any  one  else?     A.  Not  that  I  am  aware  of. 

Q.  Do  you  know  where  Mr.  Jordan  is?     A.  No,  sir,  I  do  not. 

Q.  Did  you  ever  receive  any  monys  for  disbursement  from  Mr. 
Jordan?     A.  No,  sir. 

Q.  Or  from  any  other  officer  of  the  Equitable?     A.  No,  sir. 

Q.  I  would  like  to  ask  you  what  you  did  specifically  to  get  per- 
sonal assessments  reduced  for  the  officers?  A.  I  merely  went 
with  them  to  expedite  their  cause  with  the  Tax  Office.  There  is 
always  a  crowd  there. 

Q.  How  did  you  expedite  it?  A.  There  is  always  a  crowd 
there.  I  went  with  them.  I  generally  knew  somebody  there  who 
gave  them  a  preference. 

Q.  You  went  in  with  them  when  they  made  their  statements? 
A.  r  never  was  present.  Introduced  them,  got  them  in  from  the 
crowd. 

Q.  To  whom  did  you  introduce  them?  A.  To  whoever  the 
party  Avas  who  was  taking  the  deposition. 

Q.  "What  compensation  did  you  receive  for  the  work  that  you 
did  in  connection  with  their  houses  or  their  assessments,  for  the 
individual  officers?     A.  None,  sir. 

Q.  Did  you  have  any  occupation  between  18Y1  when  you  re- 
turned from  Toronto  and  when  you  were  employed  by  the  Equi- 
table in  1882  or  1883  ?    A.  Real  estate  matters. 

Q.  "Were  you  at  any  time  Court  Commissioner?  A.  No,  sir. 
Court  House  Commissioner. 

Q.  Court  House  Commissioner?    A.  Yes,  sir. 

Q.  "Who  appointed  you  Court  House  Commissioner?  A. 
Mayor  Hall. 

Q.  Oakley  Hall?    A.  Yes,  sir. 

Q.  And  when  was  that?    A.  1870  or  1871. 
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Q.  What  led  to  the  increase  of  your  salary  three  years  ago 
from  four  thousand  dollars  to  six  thousand  dollars?  A.  I  asked 
for  it.  The  salaries  were  increased  there  every  year  and  mine 
ran  on  year  after  year  with  nothing  done  about  it. 

Q.  You  thought  it  fair  that  if  other  salaries  were  increased 
that  yours  should  be  increased  ?  A.  They  were  increased  yearly, 
everybody  except  mine. 

Q.  But  there  was  no  increase  in  your  work?     A.  !N^o,  sir. 

BY  ME.  PEEISTTICE: 

Q.  Just  one  moment,  Mr.  Coman.  Were  you  paid  for  your 
work  in  assisting  the  officers  about  their  personal  assessments  or 
about  their  houses  separately  from  the  salary  which  you  received 
from  the  Equitable?    A.  ~No  pay. 

GAGE  E.  TAEBELL,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Tarbell,  your  name  has  just  been  mentioned  by  Mr. 
Coman  in  connection  with  a  reduction  of  personal  assessments. 
Did  you  ever  engage  Mr.  Coman  for  that  purpose?  A.  Simply 
to  make  an  appointment  for  me  to  see  the  Tax  Commissioner. 

Q.  Why  should  you  ask  him  to  do  that?  A.  Because  I  knew 
that  he  was  familiar  with  all  the  city  departments  and  it  was  done 
simply  to  save  time  -^  that  is  all. 

Q.  Well,  did  he  also  have  an  acquaintance  with  the  men  em- 
ployed in  the  city  departments  ?  A.  I  understood  generally  that 
he  knew  almost  everybody  in  the  city  of  JSTew  York,  and  was 
familiar  with  all  city  departments.  I  knew  that  he  had  been  con- 
nected with  a  city  department. 

Q.  How  long  has  he  been  employed  by  the  Equitable  to  your 
knowledge  —  that  is,  how  long  have  you  known  him  ?  A.  Ever 
since  I  have  been  an  officer. 

Q.  What  have  you  known  as  to  the  duties  he  has  discharged  1 
A.  I  have  known  generally  that  he  did  such  things  as  he  men- 
tioned that  he  did  work  in  connection  with  the  real  estate  depart- 
ment or  comptroller's  depiartment,  and  looking  after  matters  that 
might  come  up  in  connection  with  the  property  of  the  Equitable 
—  that  is  all  —  only  in  a  general  way. 

Q.  Were  you  consulted  in  regard  to  his  retainer  or  his  em- 
ployment?   A.  No, 
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Q.  Did  you  ever  know  what  reason  there  was  for  the  increase 
of  his  salary  ?  A.  No,  sir,  never  knew  it  had  been  increased  or 
what  his  compensation  was. 

Q.  Or  what  he  did  for  his  compensation?  Were  you  on  the 
executive  committee  ?    A.  I  was  not  until  February  of  this  year. 

Q.  I  think  that  you  stated  that  the  other  day  ?    A.  Yes,  sir. 

Q.  Who  had  charge  of  increases  of  salaries  for  the  Equitable  ? 
A.  Generally  the  comptroller,  I  think,  Mr.  Jordan,  so  far  as  I 
know,  the  increases  were  usually  made  on  the  recommendation 
of  the  president  or  the  vice-president. 

Q.  Were  those  increases  reported  to  the  full  board?  A.  I 
never  heard  of  their  being  reported,  no,  sir. 

Q.  Were  you  attendant  at  the  meetings  of  the  board?  A.  I 
was,  yes,  eir. 

Q.  Did  Mr.  Coman  ever  have  anything  to  do  with  getting  tlie 
officers  excused  from  jury  duty  ?    A.  He  may  have  had. 

Q.  Has  he  been  used  or  his  services  obtained  by  you  for  that 
purpose?  A.  Possibly.  I  have  generally  referred  such  matters 
as  that  to  the  comptroller's  department. 

Q.  You  call  him  "  Judge  "  Coman,  do  you  not  ?  A.  Judge  Co- 
man,  I  think,  yes,  sir. 

Q.  Judge  Coman  has  been  used  generally  whenever  any  matter 
came  up  concerning  the  city  government?  A.  I  could  not  say 
that  that  is  so. 

Q.  That  is  your  general  understanding?  A.  Mj  general  un- 
derstanding he  was  more  or  less  in  connection  with  matters  that 
carae  up  here. 

Q.  You  said  the  other  day  that  you  had  an  interview  with  Mr. 
Hobert  A.  McCurdy  when  Mr.  Perkins  was  present  with  refer- 
ence to  measures  which  could  be  taken  by  the  companies  to  enlist 
the  influence  of  their  policyholders  in  opposition  to  any  legislation 
which  might  be  deemed  inadvisable.  Direct  your  attention  to 
that.  Will  you  state  what  led  to  your  taking  this  matter  up 
with  the  New  York  Life  and  the  Mutual?  A.  Why,  for  years 
I  had  known  of  the  bother  and  the  trouble  that  we  had  and 
other  companies,  in  connection  with  legislation,  the  offering  of 
bills  that  were  in  some  instances  immaterial,  some  that  were 
hostile,  some  of  one  kind,  and  some  another,  that  it  took  a  great 
deal  of  time.  I  also  knew  that  there  was  more  or  less  litiga- 
tion involving  principles  that  were  the  same  to, one  company  as 
another,  that  would  equally  affect  one  company  with  another, 
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and  it  had  seemed  to  me  for  years  that  it  would  be  wise  for  the 
companies  to  unite  together  in  the  defence  of  such  actions  at 
law,  and  also  in  the  use  of  their  policyholders  in  fighting  legisla- 
tion that  might  be  thought  to  be  undesirable. 

Q.  Well,  the  matter  of  the  large  expense  attending  the  present 
methods  of  fighting  legislation  was  also  under  consideration,  was 
it  not?  A.  Possibly,  indirectly,  I  don't  think  it  ever  was  dis- 
cussed generally. 

Q.  Was  it  not  recognized  as  one  of  the  important  reasons  for 
a  change  in  politics?  A.  I  knew,  of  course,  that  it  might  be 
more  or  less  expensive  to  have  to  employ  counsel  in  different 
States,  and  different  places  to  look  after  such  matters,  and  it  al- 
ways seemed  to  me  that  it  could  be  more  economically  and  more 
effectively  handled  through  a  concerted  action  on  the  part  of 
the  companies  and  the  use  of  their  policyholders  who  were 
directly  interested  in  the  matter. 

Q.  Did  Mr.  Perkins  explain  to  you  how  much  it  was  costing  ■ 
the  iNew  York  Life?     A.  I  don't  think  he  ever  made  any  state- 
ment to  me  as  to  the  amount  of  the  cost. 

Q.  Or  did  Mr.  McCurdy  or  anybody  connected  with  the  Mu- 
tual say  anything  about  that  ?  A.  No,  sir,  nobody  ever  told  me ; 
I  never  knew. 

Q.  You  have  liad  personal  charge  of  the  agency  department 
of  the  Equitable;  have  you  ever  had  any  consultation  with  the 
actuarial  department  for  the  purpose  of  determining  the  amount 
which  would  properly  be  expended  acquiring  new  business?  A. 
Yes,  sir;  we  have  never  made  a  commission  since  I  have  been  an 
officer  of  the  company  that  has  not  been  done  with  the  approval 
of  the  actuary. 

Q.  What  criteria  have  you  in  determining  the  amount  that  you 
can  properly  pay  as  commissions?  A.  Do  you  mean  by  that  in 
what  way  we  determine  the  amount? 

Q.  Yes.  A..  That  is  determined  by  the  actuary,  based  largely 
on  the  loading  that  goes  in  connection  with  the  premium.  In 
the  making  of  premiums,  they  start  with  the  net  pre- 
mium, then  they  add  a  definite  percentage  based  upon 
the  kind  of  policy,  as  a  loading  to  cover  -  the  expenses 
in  connection  with  getting  the  business  and  running  the  com- 
pany, and  the  commission  as  paid  and  as  determined  by  the 
actuary  is,  of  course,  to  a  greater  or  less  extent^  based  upon  the 
loading  that  goes  with  the  premium, 
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Q.  If  they  fix  the  commission  with  reference  to  the  loading, 
^\'ith  reference  to  what  do  they  fix  the  loading?  A.  The  loading 
is  generally  fixed  in  connection  with  the  premium  with  a  view 
to  having  it  ample  to  cover  all  contingencies  that  may  arise  and  the 
commissions,  and  then  the  effort  of  the  officers  is  to  make  as 
miieh  saving  out  of  the  loading  as  possible. 

Q.  It  would  seem  that  we  go  around  in  a  circle;  the  loading 
is  made  to  meet  all  contingencies  and  pay  the  commission,  and 
the  commission  is  fixed  to  bring  it  within  the  loading.  Now, 
what  is  the  real  standard  by  which  you  determine  the  amount 
which  can  be  expended  in  getting  the  new  business?  A.  I  sup- 
pose that  the  loading  is  first  fixed  upon  the  best  judgment  of 
the  actuary,  based  upon  his  knowledge  of  the  business  require- 
ments, the  competition  and  the  general  conditions  in  connection 
Vi'ith  it.  The  actuary  knows  about  how  much  of  that  loading 
will  be  required,  one  year  with  another,  in  general  expenses,  and 
he  also  knows  about  what  can  properly  be  paid  as  a  commission 
considering  the  loading.  There  is  no  doubt,  however,  but  what 
that  to  a  greater  or  less  extent  depends  upon,  we  might  say,  com- 
petition, the  usages  of  other  companies,  the  customs  of  com- 
panies in  connection  with  it.  That  has  caused  a  change  during 
the  last  twenty  years  of  commissions  from  time  to  time;  there  is 
in  fact  no  uniformity  in  that  matter,  in  the  matter  of  commis- 
c-ions. 

Q.  Is  it  a  fact  that  the  actuary  must  keep  in  view  the  com- 
missions the  company  will  have  to  pay  to  get  business  in  order 
to  compete  with  its  rivals  ?  A.  I  think  an  actuary  always  takes 
that  somewhat  into  consideration,  but  the  commissions  in  the 
Equitable,  I  know,  for  a  number  of  years,  have  not  been  made 
with  the  idea  that  it  would  enable  the  agent  to  compete  on  favor- 
able terras  with  the  agents  of  other  companies. 

Q.  Then,  with  what  idea  have  they  been  fixed?  A.  With  a 
view  to  giving  the  agents  sufficient  to  live  upon,  to  make  a  rea- 
sonable income,  and  at  the  same  time  to  be  fair  to  the  company 
and  to  bring  about  as  great  an  economy  as  possible. 

Q.  What  are  the  rates  of  commission  with  the  Equitable  at 
present?  A.  Generally  speaking,  the  rates  of  commission  vary 
from  fotry  to  fifty  pe  rcent.  of  the  first  year's  premium,  depend- 
iiig  on  the  amount  of  business  produced  or  the  kind  of  poh'cies. 
r  might  say  thirty-five  to  fifty  per  cent,  of  the  first  year's  premium, 
giaded  renewal  commission  the  second  year  of  twenty  per  cent 
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By  graded,  I  mean  that  twenty  is  the  maximum  that  is  paid  on  any 
policy,  and  a  less  amount  paid  on  many  policies.  The  graded 
renewal  commission  of  seven  and  a  half  per  cent,  the  third  year, 
and  graded  renewal  commission  of  fifteen  per  cent,  the  fourth, 
and  graded  renewal  commission  of  seven  and  a  half  per  cent., 
after  the  fourth  year. 

Q.  For  how  long?  A.  Generally  to  the  tenth  year  for  three 
years'  service,  and  to  the  fifteenth  year  for  five  years'  service. 

Q.  On  what  class  of  policies  is  the  maximum  commission 
paid?  A.  The  maximum  commission  is  paid  on  all  guaranteed 
cash  value  policies  that  are  for  life  or  for  twenty  payment  life, 
or  twenty  year  endowment,  that  have  a  distribution  period  of 
twenty  years,  and  some  that  have  a  distribution  period  of  only 
fifteen  years,  and  on  all  bond  policies  of  a  similar  nature, 
that  have  a  distribution  period  of  twenty  years.  The  maxi- 
mum first  year's  commission  is  also  paid  on  all  ordinary  life, 
annual  dividend  policies. 

Q.  Have  you  got  a  scale  there  so  that  we  can  have  it  put 
upon  the  record  ?     A.  Yes,  sir. 

Q.  We  will  be  glad  if  you  will  let  me  have  it,  or  dictate  it 
upon  the  record,  showing  precisely  the  commissions  paid  for 
difi^erent  kinds  of  insurance.  A.  In  speaking  of  commissions,  I 
mean  to  be  understood  as  indicating  first  year's  compensations, 
and  as  stated,  the  full  compensation  is  paid  on  all  guaranteed 

Q.  If  you  will  give  the  class  of  policy,  then  the  rate  of  com- 
pensation, so  that  we  may  have  it  on  the  minutes  in  a  tabular 
form,  it  will  be  more  convenient.  A.  On  guaranteed  cash  value 
policies,  gold  bond  policies,  endowment  bond,  double  endowments, 
indemnity  policies,  continuous  instalment  policies,  5-year  divi- 
dend policies,  having  20-year  periods,  either  at  ordinary  life 
rates,  20-payment  life  rates,  20,  25  or  30  year  endowments,  the 
full  commission  I  have  just  mentioned  is  paid. 

THE  CHAIRMAJST:  You  mean  by  full  commission  fifty  per 
cent? 

THE  WITNESS:  Full  compensation  based  upon  the  amount 
of  business  produced,  ranging  say  from  forty  to  fifty  per  cent. 

BY  ME.  HUGHES: 

Q.  If  you  will  just  give  the  exact  rate  for  each  class  of  poli- 
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cies  —  what  is  the  rate  for  that  class  you  have  just  mentioned? 
A.  The  rate  of  commission? 

Q.  Yes.  A.  I  say  if  it  is  a  full  commission  contract,  fifty 
per  cent. — if  it  carries  full  commission.  By  that,  I  mean  we 
often  arrange  that  a  contract  carries  forty  per  cent,  up  to  two 
Inindred  and  fifty  thotisand  dollars  of  business  paid  for  per 
annum,  five  per  cent,  additional  if  two  hundred  and  fiLfty  is  paid 
for  per  annum,  or  ten  per  cent.,  if  five  hundred  thousand  dollars 
is  paid  for  per  annum,  so  that  we  make  a  distinction  between 
an  agency  producing  five  hundred  thousand  dollars  of  business 
paid  for  per  annum  and  one  that  produces  only  one  hundred 
thousand  dollars  per  annum. 

Q.  Then,  your  distinctions  between  rates  of  commissions  with 
reference  to  the  same  class  of  insurance,  are  dependent  upon 
the  amount  of  insurance  written?  A.  The  amount  of  business 
done.  The  same  policies  I  just  mentioned  with  the  twenty 
distribution  periods,  but  where  the  premiums  are  paid  for  in 
fifteen  annual  payments,  it  carries  five  per  cent,  commission 
less  the  first  year,  and  the  same  policies  that  I  have  mentioned 
with  a  twenty  year  distribution,  where  the  premiums  are  paid  up 
by  ten  annual  payments,  or  twenty  year  endowment  policy,  ten 
armual  payments,  the  first  year's  compensation  is  ten  per  cent, 
less  than  I  have  stated. 

THE  CHAIRMAN":  In  saying  ten  per  cent,  less,  you  do  not 
mean  ten  per  cent,  of  the  commission? 

THE  WITNESS:  'No,  sir,  I  mean  instead  of  fifty,  forty- 
ten  per  cent,  less  of  the  premium;  and  the  same  policies  carry 
a  graded  second  year's  renewal  of  seventeen  and  a  half  per  cent., 
and  a  third  year  renewal  of  five  per  cent.,  and  a  fourth  year  re- 
newal of  twelve  and  a  half,  and  five  years  and  thereafter  five 
per  cent. 

BY  MR  HUGHES: 

Q.  Stop  there  if  you  have  finished  that  class.  Have  you 
finished  the  rates?  A.  I  have  finished  the  rates  with  that  class, 
yes,  sir. 

Q.  Why  do  you  give  a  less  commission  for  that  amount  of  in- 
surance than  for  the  other?  A.  Because  we  get  a  less  premium 
than  for  the  other.     We  get  a  less  premium,  it  is  paid  to  us  for 
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a  shorter  lengtli  of  time,  and  when  compounded  and  placed  at  in- 
terest, it  earns  less  for  the  benefit  of  the  policyholder. 

Q.  What  is  the  time  of  apportionment  in  the  class  you  have 
just  mentioned? 

A.  All  of  the  classes  I  have  just  mentioned  are  twenty  year 
distribution  policies,  but  the  premiums  stop  at  a  less  period,  the 
ten  payment  policies  carry  premiums  only  for  ten  years :  the  twenty 
year  endowmemt  is  paid  up  by  ten  annual  payments.  Where  it  is 
a  twenty  year  endowment  the  premiums  are  entirely  paid  in  ten 
3'ears. 

THE  CH AIRMAN:  You  mean  a  ten  payment  endowment 
policy  produces  less  money  to  the  company? 

THE  WITNESS:  Than  a  twenty  year  endowment. 

Q.  Than  a  twenty  year  endowment?  A.  Yes,  sir.  We  only 
get  the  premiums  for  ten  years  instead  of  twenty. 

Q.  But  they  are  much  larger  premiums?  A.  They  are  larger, 
but  they  are  not  enough  larger  to  make  up  for  the  difference. 

Q.  From  an  actuarial  standpoint  the  premiums A.  At  the 

end  of  the  policy? 

Q.  The  same.  A.  Will  result  in  the  company's  being  able  to 
get  the  same  amount  of  insurance  and  our  actuaries  say,  and  I 
think  properly,  that  they  cannot  afford  to  pay  so  large  a  commis- 
sion, in  fact;  but  the  agent  makes  more  money  on  a  less  commis- 
sion because  his  commission  is  based  on  the  size  of  the  premium 
and  not  on  the  amount  of  the  policies,  so  that  while  the  agent  gets 
his  lesser  commission  he  gets — lesser  percentage  commission — ^he 
in  reality  gets  more  commission  in  the  aggregata 

BY  MR.  HUGHES: 

Q.  Those  two  classes  are  endowments  payable  in  twenty  years? 

THE  CHAIRMAN:  He  gets  a  lesser  percentage  but  a  greater 
amount  in  the  aggregate. 

THE  WITNESS:  The  agent  on  the  higher  premium  shoorter 
term  policy  gets  a  lesser  percentage  commission,  but  his  commis- 
sion in  the  aggregate  is  larger  on  the  ten  payment  twenty  year 
endowment  than  it  would  have  been  on  the  twenty  year  endow- 
ment straight,  because  the  premium  is  larger. 
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BY  MK.  HUGHES: 

Q.  The  two  classes  of  insurance  are  endowment  policies  at  the 
end  of  twenty  years,  in  the  one  case  premiums  are  all  paid  in  ten 
years  and  the  other  twenty  years?  A.  On  twenty  year  endow- 
ments proper  the  premiums  run  twenty  years  and  on  the  ten  pay- 
ment the  premiums  are  paid  up  in  ten  years. 

Q.  At  the  end  of  twenty  years  the  company  has  the  same 
amount  of  money?     A.  The  same  amount  of  money. 

Q.  And  the  same  provision  in  both  cases  is  made  for  expenses? 
A.  There  is  a  different  loading  on  the  premiums. 

Q.  That  is,  there  is  a  different  loadiryg,  but  at  the  end  of  twenty 
years  each  policy  pays  the  same  amount?  A.  It  is  supposed  that 
one  policy  will  be  just  as  profitable  to  the  company  as  the  other 
on  the  basis  that  the  loading  is  arranged,  the  commissions  and  so 
forth. 

Q.  Why  should  the  agent  receive  more  or  less  on  the  one  than 
on  the  other?  A.  The  agent's  commission  is  on  a  percentage  on 
the  premiums. 

Q.  I  am  not  speaking  now  of  the  rates.  I  understand  your 
point  about  the  rates.  But  I  am  speaking  about  actual  results  in 
dollars  and  cents.  Why  should  he  get  more  or  less  on  the  one 
than  on  the  other?  A.  On  the  one  he  must  get  a  commission  for 
a  longer  period;  on  the  other  he  could  not  get  a  commission  ex- 
cept for  ten  years,  and  therefore  there  has  to  be  an  adjustment 
by  the  actuary,  which  he  supposes  makes  up  for  that  difference. 

Q.  Your  point  is  that  really  will  come  out  to  the  agent  about 
the  same  time?  A.  One  is  supposed  to  be  about  an  equivalent  of 
the  other. 

Q.  Go  on  with  the  others.  A.  The  next  is  ordinary  life  policy 
payable  at  death  with  annual  dividends.  That  carries  full  com- 
missions— full  compensation  the  first  year. 

Q.  For  how  long  a  time  has  the  compensation  been  the  same 
on  annual  dividend  policies  as  on  the  deferred  dividend  policies? 
A.  For  a  great  part  of  the — so  far  as  I  know  the  history  of  the 
companies  I  think  the  compensation  was  the  same.  Then  there 
was  a  period  when  thev  were  not  the  same. 

Q.  What  period  was  that?  A.  I  cannot  say  just  the  exact 
period,  but  during  part  of  the  time,  I  think  from  1900  down  to 
the  past  year. 

Q.  When  was  the  compensation  on  annual  dividend  policies 

82 
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made  the  same  as  on  deferred  dividend  policies?  A.  I  think  for 
some  time  we  have  paid  the  same  compensation  the  first  year,  50 
per  cent,  graded.  The  renewal  commission  on  annual  dividend 
policies,  however,  is  a  flat  renewal  of  7^  per  cent. 

Q.  "When  you  state  for  some  time  you  have  paid  the  same,  what 
do  you  mean  by  that — for  how  long  a  time?  A.  I  think  my  recol- 
lection is,  that  is,  during  this  year  since  the 

Q.  Since  what  time?  A.  Since  the  first  of  this  year — I  could 
ascertain  definitely. 

Q.  'Not  before  this  year.  A.  For  some  little  time  before  we 
had  not  paid,  but  formerly  we  did  pay  full  commissions. 

Q.  What  is  the  reason  for  paying  larger  commissions  at  any 
time  upon  a  deferred  dividend  policy  than  upon  an  annual  divi- 
dend policy?  A.  Well,  you  might  say,  generally  speaking,  be- 
cause there  is  really  more  to  pay  with;  I  think  the  company  can 
afford  to  pay  a  little  more  commission  on  renewals  because  of  the 
fact  that  they  have  in  hand  a  larger  amount  of  policyholder's 
money. 

Q.  You  mean  they  have  a  surplus  to  draw  on?  A.  They  have 
a  surplus,  yes,  sir,  and  that  surplus  never  goes  to  the  policyholder 
unless  he  survives  the  end  of  the  distribution  period. 

Q.  And  in  the  case  of  the  annual  dividend  policy?  A.  The 
policyholder  draws  dividends. 

Q.  He  draws  the  dividends  and  therefore  there  is  not  as  much 
of  a  fund  to  draw  on  ?  A.  He  has  not  as  much  of  fund  to  draw 
from. 

■  Q.  But,  theoretically,  does  not  a  deferied  di-vidend  policyholder 
get  the  same  amount  as  an  annual  dividend  policyholder?  A. 
Theoretically  the  deferred  dividend? 

Q.  Yes.  A.  Theoretically  I  think  the  deferred  dividend  policy- 
holder gets  more  than  the  annual  dividend  policyholder. 

Q.  And  therefore  should  pay  more,  you  mean,  for  commission? 
A.  He  gets  a  larger  result  for  very  many  reasons.  At  the  expira- 
tion of  his  dividend  period,  if -he  survives — he  takes  some  chances 
of  dying  within  the  period,  and  in  that  event  he  does  not  get  so 
much. 

Q.  Then  do  you  think  it  just  that  a  defen-ed  dividend  policy- 
holder should  pay  a  larger  rate  of  commission  ?  A.  I  think  a  de- 
ferred divided  should  carry  a  little  larger  commission  than  an 
annual. 
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Q.  Then  why  was  the  change  made  to  pnt  them  on  the  same 
basis  ?  A.  They  are  not  on  the  same  basis.  They  are  the  same 
basis  as  to  the  first  year  but  not  as  to  renewals. 

Q.  There  is  a  difference  as  to  renewal?  A.  I  explained  what 
the  renewal  was  generally.  A  renewal  on  an  annual  dividend 
policy  is  never  in  any  year  over  7^. 

Q.  And  on  a  deferred  dividend?  A.  On  some  of  the  deferred 
dividend  policies  there  is  a  larger  renewal  the  second  year  and  a 
larger  renewal  the  fourth  year. 

Q.  It  starts  with  20  per  cent,  the  first?  A.  The  second  re- 
newal on  the  maximum  commission  policy,  the  first  commission 
on  the  second  premiuni  is  20  per  cent. 

Q.  That  is  in  the  deferred  dividend.     A.  Yes. 

Q.  What  is  it  in  the  annual  dividend  ?    A.  Ti  per  cent. 

Q.  Now  the  second  renewal  deferred  dividend?  A.  Just  the 
same  on  both. 

Q.  7i  per  cent.  ?     A.  Yes. 

Q.  The  third  renewal?  A.  The  third  renewal  or  the  commis- 
sion on  the  fourth  year  on  the  maximum  deferred  dividend  is  15, 
ond  on  the  annual  7i.  Those  are  the  only  two  years  in  which 
extra  renewal  commissions  are  paid  which  are  for  specific 
reasons. 

Q.  The  first  renewal  and  third  renewal  ?  A.  And  the  third 
renewal  —  the  second  and  fourth  payments. 

Q.  What  reason  is  there  for  making  those  distinctions?  A. 
Because  the  danger  of  lapsing  is  greater  in  these  two  years. 
More  insurance  lapses  on  the  second  premium  than  at  any  other 
time,  and  the  increased  commission  is  made  for  the  purpose  of 
stimulating  the  agent  to  greater  activity  to  keep  the  business 
in  force  that  year ;  and  the  commission  on  the  —  the  extra  com- 
mission on  the  fourth  year  is  for  the  same  reason,  that  is  the 
first  year  the  policy  has  a  surrender  value.  If  it  is  carried  over 
that  year  it  is  very  likely  to  continue  on  the  books  for  a  long 
period  of  years.  I  would  be  very  glad  to  state  the  general  change 
we  made  in  compensating  our  agents  in  1900,  which  is  very 
uiaterial. 

Kecess  until  2.30  P.  M. 
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AFTEE  EEOESS. 

GAGE  E,  TARBELL,  resumed. 
EYMR.  HUGHES: 

Q.  Mr.  Tarbell,  I  would  like  to  liave  you  complete  your 
statement  of  the  agency  commissions.  A.  On  all  of  the  poli- 
cies that  I  mentioned  carrying  a  fifteen  year  period,  the  full 
compensation,  if  the  premium  is  at  ordinary  life  rates  is  the  full 
amount  mentioned  by  me  this  morning,  that  is  50  per  cent.;  if 
the  premiums  are  paid  up  in  fifteen  annual  pay}nents,  the  first 
year's  compensation  is  five  per  cent,  less;  if  on  the  fifteen  year 
endowment  plan,  ten  per  cent,  less  the  first  year,  two  and  one- 
half  less  on  renewals  right  through;  if  on  the  ten  year  endow- 
ment plan,  fifteen  per  cent,  less  the  first  year  and  two  and  one- 
half  per  cent,  on  renewals;  on  the  five  year  dividend  policies  we 
]Day  full  commissions,  that  is  if  it  is  a  life  policy  with  five  year 
dividend  it  gets  the  full  commission;  if  it  is  a  twenty  payment 
policy  with  dividends  payable  every  five  years  it  gets  full  com- 
mission; if  it  is  on  one  of  the  shorter  forms  like  the  fifteen  year 
payment  life,  it  is  five  per  cent,  less,  or  fifteen  year  endowment 
ten  per  cent,  less,  or  ten  year  endowment  fifteen  per  cent.  less. 
On  the  yearly  rencAvable  term  policies  the  compensation  is  25 
per  cent,  is  paid  first  year  and  five  per  cent,  on  renewals.  Or- 
dinary term  policies,  fifteen  per  cent,  first  year  and  five  per 
cent,  on  renewals.  Assurance  paid  up  by  one  single  premium 
five  per  cent,  on  that  premium.  On  regular  annuities  on  one 
life  3i  per  cent.,  on  two  lives  and  deferred  survivorship  an- 
nuities, 2  J;  per  cent,  on  the  amount  sunk. 

These  commissions  on  all  policies  are  less  if  the  age  assured 
is  over  60.  On  first  year's  premiums  ages  61  to  64  the  com- 
mission is  five  per  cent,  less  than  the  amount  stated,  and  on 
each  succeeding  age  over  64  a  further  reduction  of  five  per 
cent,  until  no  commission  remains.  In  all  cases  on  renewal 
premiums  there  shall  he  allowed  a  commission  of  five  per  cent, 
only,  but  no  commission  will  be  allowed  in  excess  of  that  pro- 
vided for  in  the  above  scale  on  a  similar  policy  at  age  60. 

I  might  say  that  on  our  four  per  cent,  income  bonds  we  pay 
a  single  fiat  payment  of  five  per  cent     I  would  like  to   say 
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that  these  commissions  were  very  materially  changed  on 
January  1,  1900.  Our  commissions  previous  to  that  time  had 
been  quite  different.  We  paid  a  larger  first  year's  commis- 
sio!i,  a  commission  60  per  cent,  graded  previous  to  that  time 
with  a  stipulation  that  general  agents  could  draw  in  ad- 
vance the  two  renewals  of  fifteen  per  cent.,  which  gives  them 
the  privilege  of  settling  on  a  75  per  cent,  basis,  60  per  cent,  of 
it  being  a  commission  and  fifteen  per  cent,  of  it  being  an  ad- 
vance on  their  renewals.  Previous  to  that  time  they  also  had 
what  is  known  as  the  bonus  svstem  in  life  insurance  where- 
by 

Q.  Pardon  me  a  moment.  I  will  give  you  an  opportunity 
to  state  that.  You  became  connected  with  the  Equitable  as  2d 
Vice-President  in  charge  of  the  agency  department  at  what 
time?  A.  I  was  elected  2d  Vice-President,  I  think  in  May 
1S99,  right  soon  after  Mr.  Hyde's  death,  Henry  B.  Hyde'.=j 
death. 

Q.  You  have  been  familiar  with  agency  conditions  in  the 
United  States  for  a  number  of  years,  and  I  should  like  to  have 
you  state  what  the  history  of  agency  conmiissions  has  been, 
Avhat  tendency  they  have  shown  either  upward  or  downward, 
what  reform  if  any  if  you  have  sought  to  introduce?  A.  That 
is  a  very  big  qiiestion,  Mr.  Hughes. 

Q.  Well,  I  hope  it  will  call  for  a  reasonably  condensed  answer. 
A.  I  will  try  to  make  it  as  much  as  possible. 

Q.  Yes.  A.  Away  back  ia  the  70's  the  companies  paid  a 
very  much  lower  commission  than  they  do  now.  The  general 
commission  I  think  paid  by  the  principal  companies  during 
that  time  ranged  during  different  years  in  the  70's  perhaps  on 
first  year's  premiums  from  20  to  25  per  cent,  up  to  about  35 
per  cent,  of  the  premiums,  and  they  began  to  grow  during  the 
latter  70's  quite  perceptibly.  It  was  I  think  in  1877,  that  the 
Mutual  Life  Insurance  Company  reduced  their  premiums  very  ma- 
terially. The  competition  at  that  time  was  very  warm  be- 
tween the  Mutual  and  some  of  the  other  companies,  especially 
the  Equitable,  and  the  Mutual  Life  Insurance  Company  an- 
nounced a  reduction  of  premiums  of  first  I  think  30  and  later, 
1879,  if  I  remember  correctly  it  was  made  fifteen  per  cent. 
It  was  generally  supposed  that  they  thought  assurers  would 
rush  to  that  company  in  a  hurry  and  buy  all  of  their  insurance 
of   the   Mutual   Life  by   reason   of  the   reduction.      But   such 
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did  not  prove  to  be  tlie  case.  They  did  not  increase  their  busi- 
ness as  rapidly  as  they  thought  they  could.  In  fact,  not  as 
rapidly  as  the  Equitable  was  able  to  inprease  its  business 
without  such  a  reduction  of  the  preroium.  But  I  believe  it 
was  about  that  time  that  rebating  became  more  general  than 
it  had  ever  been  before,  and  that  commissions  began  to  be 
increased  and  competition  became  greater  than  it  had  ever 
been  before  in  life  insurance.  That  brought  on  increased  som- 
missions  and  also  the  bonus  system,  a  system  whereby  a  cer- 
tain amount  is  paid  for  the  accomplishment  of  a  definite  amount 
of  business  within  a  stated  time. 

The  business  of  the  Mutual  Life  continued  that  reduction  of 
premiums  during  the  years  1880,  1881,  1882  and  1883,  and  I 
think  until  August,  1884.  Their  business  during  those  years  from 
the  time  they  started  the  15 'per  cent,  reduction  I  think  ranged 
about  twenty-five  millions  in  1879,  about  twenty-two  millions  in 
1880,  about  twenty-three  millions  in  1881,  about  twenty-six  mil- 
lions in  1882,  about  twenty-seven  millions  in  1883,  about  twenty- 
four  millions  in  1884,  the  year  that  they  changed.  And  during 
that  period  the  Equitable  business  went  up  from  about  eighteen 
millions  per  annum  up  to  about  sixty-three  millions  per  annum. 

Q.  Was  that  all  taken  out?  A.  That  was  I  think  issued  busi- 
ness, and  the  Mutual  Life  then  I  think  became  convinced  that 
they  had  made  a  mistake  in  the  reduction  of  the  jjremiums  and 
they  were  put  back  to  2  per  cent,  higher  than  they  were  before 
the  reduction.  Then  the  premiums  of  the  leading  companies  were 
largely  uniform  for  years,  but  the  warmest  kind  of  competition 
ensued,  and  as  I  say,  commissions  were  more  or  less  increased  and 
bonuses  were  increased  until,  say  about  1880,  the  first  year's  com- 
mission I  think  paid  by  most  companies  was  about  60  per  cent. 

Q.  With  what  renewals?  A.  Renewals  running  from  ^i 
per  cent.,  I  think,  with  most  companies  to  10  per  cent,  with  some 
companies,  and  bonuses  varying  from  2  to  5  dollars  per  thousand 
generally  to  from  5  to  10  per  cent,  of  the  first  year's  premium, 
and  those  conditions  went  on  I  think  all  through  the  80's. 

Q.  Will  you  allow  me  to  interrupt  there  to  ask  you  whether 
the  Equitable  put  out  a  contract  for  35  per  cent,  and  5  per  cent, 
renewals,  agreeing  to  advance  three  renewals  as  soon  as  the  in- 
surance was  issiied  at  any  time  ?  A.  I  don't  know  as  to  that.  I 
know  the  contract,  the  first  that  I  ever  managed  under,  was  a 
contract  that  gave  me — yes,  I  can  say  as  to  that,  they  gave  me 
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35  per  cent,  and  5  per  cent,  on  renewals,  and  I  was  permitted  to 
settle  on  a  50  per  cent,  basis. 

Q.  In  other  words,  it  practically  amounted  to  50  per  cent,  on 
the  first  year's  business?  A.  No,  it  amounted  to  the  use  of  50 
per  cent,  to  do  your  business  with,  but  the  commission  was  35 
per  cent,  and  the  other  15  per  cent,  was  borrowed  and  charged 
against  renewals  and  you  had  no  other  renewals  until  that  15  per 
cent,  was  paid  off. 

Q.  And  if  the  renewals  were  sufficient  to  discharge  the  amoimt 
that  had  been  advanced,  the  amount  advanced  was  paid  out  of 
them?    A.  Yes. 

Q.  And  if  it  was  not  sufficient  to  discharge  the  amount  ad- 
vanced, was  there  any  responsibility  of  the  agent?  A.  Some- 
times. The  contracts  were  sometimes  drawn  so  that  there  Kvsls 
a  responsibility,  and  I  will  say  that  if  the  business  was  at  all  de- 
cently written,  that  amount  of  advance  would  always  be  paid  up. 

Q.  But  the  result  was  that  the  company  paid  out  the  equivalent 
of  50  per  cent,  of  the  premium  in  the  first  year?  A.  Yes,  and 
later  on,  as  I  said  a  little  while  ago,  previous  to  January  1,  1900, 
in  addition  to  paying  60  per  cent.,  the  Equitable  graded  the  first 
year's  premium,  they  advanced  15  per  cent,  as  renewals  and  gave 
bonuses  such  as  I  have  spoken  of;  in  fact,  the  bonuses  paid  during 
five  years  previous  to  January  1,  1900,  amounted  in  round  mmi- 
bers  to  a  million  dollars,  a  little  over  a  million  dollars. 

Q.  Proceed,  Mr.  Tarbell.  A.  Well,  that  gives  you,  I  think,  the 
way  the  commissions  were  increased,  and  the  way  the  competition 
increased.  After  I  was  given  charge  of  the  United  States  agen- 
cies, I  was  very  anxious  indeed  to  make  a  material  change,  in  the 
method  of  compensating  agents,  first  for  the  saving — by  reascn 
of  the  fact  that  it  would  give  a  saving  to  the  Society  and  the  policy- 
holders, and  I  felt  to  our.  agents,  and  at  the  same  time  reduce  very 
materially  rebating,  which  has  been  one  of  the  great  curses  of  our 
business  for  the  last  twenty  or  twenty-five  years  in  this  country; 
and  for  that  purpose  we  did  away  entirely  with  the  bonus  system, 
and  we  reduced  our  first  year's  compensation  to  50  per  cent. 

Q.  It  had  been  60?  A.  Yes,  and  previous  to  that  time  the 
agents  had  been  privileged  to  settle  their  business  by  turning 
over  to  us  25  per  cent,  on  each  premium. 

Q.  Well,  that  means  deducting  75  per  cent.  ?  A.  They  de- 
ducted 75  per  cent,  in  making  their  settlement. 

Q.  How  general A.  That  was  general  with  our  agents. 
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Q.  Then  practically  the  business  up  to  that  time  had  cost  75 
per  cent,  of  the  first  year's  business  ?  A.  I  would  not  say  that  it 
had  cost  15  per  cent.,  they  had  used  Y5  per  cent.,  and  the  So- 
ciety only  received  25  per  cent,  of  the  first  year's  premiums.  But 
on  January  1,  3900,  in  connection  with  our  new  method  of  com- 
pensation we  put  out  an  absolute  50  per  cent,  rule,  limiting  the 
amount  which  could  be  paid  in  connection  with  first  year's  pre- 
miums to  50  per  cent.,  and  requiring  our  agents  all  to  settle  on 
a  50  per  cent,  basis,  and  turn  into  us  50  per  cent,  of  the  premium. 
And  during  the  five  years  since  that  time  we  have  had  thirty- 
six  millions  or  thirty-seven  millions  of  new  premiums,  turned  in, 
that  is  exclusive  of  this  year,  so  that  you  see  instead  of  receiving, 
as  we  would  have  on  the  former  basis  nine  million,  we  received 
about  eighteen  millions  of  dollars  out  of  first  year's  premiums.  In 
that  connection,  however,  it  was  necessary  for  us  to  increase  some- 
what the  renewal  commissiods  to  offset  a  reduction  of  first 
year's  premiums  on  account  of  doing  away  entirely  with  the 
bonuses.  But  as  we  increased  the  renewal  commissions,  we  were 
only  paying  absolutely  for  good  business,  business  that  paid,  and 
by  reducing  the  compensation  of  50  per  cent,  the  first  year,  we 
were  minimizing,  to  say  the  least,  the  rebating  evil,  because  if 
agents  were  compelled  to  turn  in  50  per  cent,  of  their  premiums 
they  could  not  get,  if  they  gave  their  entire-  compensation  to  any- 
body, they  could  not  give  them  enough  to  make  it  for  the  objecl 
of  the  assured  to  buy  the  policy — unless  they  bought  it  in  good 
faith  to  continue  it — because  if  they  wanted  to  buy  one  year's  in- 
surance they  could  buy  term  insurance  for  a  much  less  price  than 
they  could  pay  fifty  per  tent,  of  a  regular  premium.  So  in  that 
way  I  think  we  dealt  the  most  severe  blow  that  was  ever  dealt  to 
rebating  in  a  great  many  years,  and,  in  fact,  it  has  very  greatly 
minimized  rebating  during  that  time. 

ME.  HUGHES:     Will  you  excuse  me  a  moment?    Will  you 
withdraw  for  a  moment  ? 

Mr.  Apgar,  take  the  stand. 

JAMES  K.  APGAE,  called  as  a  witness,  being  duly  sworn 
tsetified  as  follows : 
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BY  MR  HUGHES: 

Q.  Mr.  Apgar,  you  are  a  member  of  the  Legislature  from  West- 
chester ?    A.  I  am. 

Q.  Did  you  know  the  late  Thomas  D.  Husted?  A.  Yes,  sir, 
I  did. 

Q.  My  attention  has  been  called  to  a  voucher  put  in  by  Thomas 
D.  Husted  to  the  Equitable  Life  Insurance  Society  dated  October 
11,  1897,  for  one  thousand  dollars  for  professional  services.  Are 
you  acquainted  with  the  fact  of  that  payment?  A.  No,  sir,  I 
am  not. 

Q.  You  did  not  know  anything  about  it  ?  A.  No,  sir,  nothing 
whatever. 

Q.  Attached  to  this  voucher  is  your  personal  card,  with  a  mem- 
orandum, "Mr.  Hyde  says  pay  him  a  thousand  dollars.  October 
8,  1897,  J.  W.  A.,  through  T.  D.  Husted."  Can  you  state,  please, 
what  were  the  circumstances,  if  you  know,  leading  to  the  use  of 
that  card  in  that  way?    A.  That  is  my  card,  Mr.  Hugh§a. 

Q.  Did  you  have  any  intervii  w  with  Mr.  Alexander?    A.  I  did. 

Q.  What  was  it  about?  A.  I  recall  paying  a  visit  to  see  Mr. 
Alexander  some  time  in  1897.  Just  what  the  circumstar"--  were 
in  connection  with  that  call  I  don't  remember  now.  My  impres- 
sion is,  however,  it  was  to  intercede  for  a  friend — ^that  is  the  usual 
business  of  a  member  of  the  Assembly. 

Q.  Do  you  remember  who  the  friend  was  and  what  the  matter 
was  about  ?    A.  I  do  not  recall  it  now,  Mr.  Hughes. 

BYM.  EOGEKS: 

Q.  You  were  not  a  member  of  the  Assembly  then,  were  yon, 
Mr.  Apgar  ?  A.  I  was  not,  I  was  a  candidate,  however,  for  mem- 
ber of  the  Assembly  in  that  year. 

BY  MR  HUGHES: 

Q.  When  did  you  become  a  member  of  the  Assembly  ?  A.  In 
1899. 

Q.  Then  you  were  not  successful  in  your  candidacy  in  the  cam- 
paign of  1897  ?    A.  'No,  sir,  I  was  defeated,  sir. 

Q.  Who  was  your  opponent  that  year  ?  A.  John  Gibney  of 
Ossining. 

Q.  Who  had  previously  represented  that  district  in  the  Assem- 
bly ?    A.  Previous  to  my 
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Q.  Previous  to  your  candidacy  and  the  election  of  Mr.  Gibney  ? 
A.  James  W.  Husted,  Jr. 

Q.  Brother  of  Thomas  D.  Husted  ?    A.  Yes,  sir. 

Q.  How  long  had  James  W.  Hiisted  represented  that  district 
in  the  Assembly?    A.  Three  successive  years,  I  thint. 

Q.  You  refer  to  James  W.  Husted,  Jr.  ?  A.  James  W.  Husted, 
Jr.,  yes,  sir;  three  years,  I  think. 

Q.  During  that  time  had  you  been  connected  with  the  Assem- 
bly in  any  way,  in  any  capacity  ?    A.   Yes,  sir. 

Q.  In  what?  A.  During  the  Legislature  of  1895  and  1896  I 
acted  as  private  secretary  to  Lieutenant-Governor  Saxton. 

Q.  And  during  the  year  1897  what  was  your  occupation?  A. 
During  the  year  1897,  in  the  spring  of  that  year,  I  went  to  Wash- 
ington with  Congressman  "Ward  as  his  private  secretary. 

Q.  Who  managed  your  campaign  in  the  fall  of  1897?  A.  I 
endeavored  to  manage  it  myself,  Mr.  Hughes,  but  I  did  not  man- 
age it  successfully. 

Q.  And  did  you  spealc  to  Mr.  Alexander  about  any  contribu- 
tions to  the  expenses  of  that  campaign?  A.  No,  sir,  not  one  word 
on  that  subject. 

Q.  Did  you  asik  him  with  regard  to  the  payment  of  any  money, 
or  did  you  ask  him  for  any  money  from  the  society?    A.  'No,  sir. 

Q.  Now,  I  find  on  the  back  of  your  card  the  words,  "  Mr.  Hyde 
says  pav  him  a  thousand  dollars."  Had  you  had  any  interview 
with  Mr.  Hyde  regarding  the  payment  of  any  money?  A.  No, 
sir,  I  never  knew  Mr.  Hyde. 

Q.  To  whom  does  this  refer:  "  Mr.  Hyde  says  pay  him  a  thou- 
sand dollars  "  ?  A.  I  have  not  the  slightest  idea,  Mr.  Hughes. 
Nor  do  I  know  how  that  card  became  attached  to  that  voucher. 

BY  THE  CHAIEMAN: 

Q.  Is  that  your  handwriting  on  the  card?    A.  No,  sir. 

BY  MR.  HUGHES: 

Q.  Do  you  know  whose  handwriting  it  is?  A.  No,  I  haven't 
any  idea. 

Q.  I  understand  from  the  attorney  that  "  J.  W.  A."  is  in 
Mr.  Alexander's  handwriting,  and  below  it  appears  the  word 
"  thro  T.  D.  Husted,"  implying  that  that  payment  mentioned 
was  to  be  made  through  Mr.   T.   D.   Husted.     Did  you  have 
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any  interview  AvSth  Mr.   Husted,   relatingf  to   any  payment  to 
be  made  by  the  Equitable?    A.  No,  sir,  I  did  not. 

Q.  Do  you  know  of  any  payments  made  to  any  one  through 
Mr.  Husted  by  the  Equitable?    A.  No,  sir. 

Q.  Or  to  Mr.  Husted?    A.  No,  sir. 

Q.  This  voucher  to  which  the  card  is  annexed  is  dated  October 
11,  189Y,  and  bears  a  stamp,  "Paid  October  11,  1897,"  the 
voucher  being  signed  by  Thomas  D.  Husted.  I  have  here  a  check 
which  was  given  by  the  Equitable  life  Assurance  Society  on 
October  11,  1897,  for  $1,000  to  the  order  of  T.  D.  Husted.  I 
will  offer  that  check  in  evidence  together  with  Exhibit  No.  409-A 
and  409-B,  for  identification. 

ME.  EOG-ERS:  I  do  not  understand  whether  the  writing  on 
the  back  of  that  card  is  in  Mr.  Alexander's  handwriting,  or  just 
the  initials. 

ME.  WINTHEOP:  Mr.  Tarbell  thinks  nothing  but  the  in- 
itials are  in  Mr.  Alexander's  handwriting. 

(Voucher  and  card  marked  Exhibit  409-A  and  409-B,  and 
check  marked  415.) 

ME.  HUGHES:  I  vdll  read  that  voucher  and  card  in  evi- 
dence. It  is  the  card  of  Mr.  James  K.  Apgar,  with  this  on  the 
back: 

"  Mr.  Hyde  says  pay  him  a  thousand  dollars,  October  8,  1897. 

J.  W.  A. 
Thro  T.  D.  Husted." 

The  voucher  is  October  11,  1897,  "Law  offices  of  Thomas 
D.  Husted,  146  Broadway,  New  York. 

The  Equitable  Life  Assurajice  Society  of  the  United  States, 
to  Thomas  D.  Husted,  Dr., 

To  professional  services  to  date,  $1,000. 
Eeceived  payment, 

Thomas  D.  Husted. 
$1,000. 

Paid  October  11,  1897, 

M.  Murray,  Cashier," 
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The  check  is  as  follows: 

EQUITABLE  LIFE  ASSUKANCE  SOCIETY  OF  THE 
UNITED  STATES. 

$1,000.  New  York,  October  11,  1897. 

WESTEEN  NATIONAL  BANK. 

Pay  to  the  order  of  T.  D.  Husted, 
One  thousand  dollars  ($1,000). 

E.  B.  Bipley,  Treasurer  Secretary. 

T.  D.  Jordan,  Comptroller." 
Endorsed:  "  Thomas  D.  Husted." 

Stamped:  "  Eeceived  payment  through  New  York  Clearing 
House,  October  12,  189Y. 

Lincoln  National  Bank." 

We  are  unable  to  identify  the  rest  of  the  handwriting. 

Q.  Do  you  know  whose  handwriting  the  other  part  of  tlie 
card  is  ?    A.  No,  I  have  no'  idea,  Mr.  Hughes. 

Q.  And  this  check  which  appears  to  have  been  received  by 
Mr.  Husted  and  banked  on  his  endorsement  —  do  you  know  any- 
thing about  that?    A.  No. 

Q.  Did  you  receive  any  of  the  avails  of  it?    A.  No,  ."ir. 

Q.  Were  any  of  the  avails  of  it  used  in  your  campaign  that 
year?  A.  Not  to  my  knowledge,  Mr.  Hugjies. 

Q.  Did  you  ever  hear  that  the  Equitable  had  paid  a  thousand 
dollars  toward  the  expenses  of  your  campaign  that  year  ?  A.  No, 
sir,  I  never  did. 

Q.  Now,  I  find  that  in  other  years  —  I  find  that  on  October 
18,  1895,  Thomas  D.  Husted  received  a  check  for  a  thousand 
doUars.  Was  Thomas  D.  Husted,  Jr.,  a  candidate  at  that  time? 
A.  What  year  is  that,  Mr. -Hughes? 

Q.  1895,  for  Assembly?    A.  Yes. 

Q.  That  is  for  the  Legislature  of  1896  ?  A.  Yes,  he  must  have 
been. 

Q.  And  here  is  a  check  for  a  thousand  dollars  to  Thomas  D. 
Husted,  of  October  15,  1896.  Was  James  W.  Husted,  Jr.,  a 
candidate  at  that  time  ?  A.  He  was  a  member  of  the  Legislature 
Mr.  Hughes,  during  the  years  1894,  1895,  and  1896. 
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Q.  And  also  1897  ?    A.  No  —  oh,  I  beg  pardon 


THE  CHAIEMAJST:  I  think  Mr.  Apgar  is  mistaken  in  the 
date. 

THE  WITNESS:    1895,  1896,  and  1897  — that  is  right. 

BY  ME.  HUGHES: 

Q.  Now,  it  would  appear  that  in  the  fall  of  1895,  and  in  the 
fall  of  1896,  the  Equitable  gave  a  check  to  T.  B.  Husted 
for  a  thousand  dollars,  and  in  the  fall  of  1894  for  two  hundre.d 
and  fifty  dollars.  Have  you  ever  learned  of  any  contributions 
made  for  campaign  purposes  by  the  Equitable  at  those  times, 
or  about  those  times?     A.  No,  sir,  I  never  did. 

Q.  You  never  knew  atiything  about  /t  ?    At  No,  sir, 

Q.  Did  you  ever  have  anything  to  do  with  any  officer  of  the 
Equitable  or  anybody  connected  with  the  Equitable  with  refer- 
ence to  the  payment  of  any  money  for  any  purpose?  A.  No, 
sir,  I  never  did. 

Q.  Whether  for  campaign  contributions  or  for  other  purposes? 
A.  No,  sir. 

Q.  Have  you  any  idea  of  how  it  happened  that  this  card  should 
bear  this  writing  providing  for  a  payment  through  C.  D.  Husted 
—  how  your  card  happened  to  be  used  in  that  way  ?  A.  No,  sir, 
I  have  not,  Mr.  Hughes,  I  have  not  any  idea  whatever. 

Q.  Did  Mr.  Husted  ever  inform  you  that  he  had  received  any 
such  payment  ?    A  No,  sir. 

Q.  Can  you  give  me  the  time  when  he  saw  Mr.  Alexander  that 
you  mentioned?  A.  I  would  not  undertake  to  state  the  exact 
date,  Mr.  Hughes,  but  I  know  it  was  some  time  after  I  had 
received  the  nomination. 

Q.  How  do  you  identify  it  in  that  way?  A.  Well,  because 
the  minute  a  candidate  for  member  of  Assembly  is  nominated 
up  in  the  third  district  he  knows  it;  people  are  after  him  for 
requests  of  every  nature  and  description.  That  is  why  I  recall 
that  very  distinctly. 

Q.  You  think  you  saw  Mr.  Alexander  in  connection  with  some 
requests  that  was  made  to  you  ?    A.  I  certainly  do. 

Q.  You  cannot  recall  just  what  that  request  was?  A.  I  do 
not  recall  the  nature  of  it,  no,  sir. 
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Q.  Did  it  have  anything  to  do  with  reference  to  your  cam- 
paign?   A.  'No,  sir. 

Q.  You  are  positive  of  that?  A.  I  am  absolutely  positive  of 
that  fact. 

Q.  Mention  has  been  made  here  of  the  activity  of  a  resident  of 
your  county,  one  Andrew  C.  Fields,  in  legislative  matters.  Did 
you  ever  know  him?    A.  Yes,  sir. 

Q.  In  .what  way  ?  A.  Well,  I  have  known  Mr.  Fields  ever 
since  the  year,  I  think,  1894,  or  I  will  say  as  far 'back  as  the  time 
when  he  ran  for  public  office  in  our  county  —  for  the  office  of 
County  -Treasurer,  and  became  interested  in  politics  and  was  a 
member  of  the  Democratic  State  Committee,  State  Committee- 
man from  Westchester  County. 

Q.  And  how  long  was  he  a  Democratic  State  Committeeman 
from  Westchester  County  ?  A.  I  could  not  say,  Mr.  Hughes ;  I 
think  three  or  four  years. 

Q.  And  what  years  were  those  ?  A.  I  would  not  undertake 
to  say. 

Q.  What  were  his  activities  in  politics,  so  far  as  you  observed 
them,  in  that  district?  A.  Well,  they  were  pretty  vigorous;  he 
used  to  elect  whoever  he  started  out  to  elect. 

Q.  Did  he  confine  his  attention  to  candidates  on  either  political 
party  ?  A.  He  was  always  a  genuine  Democrat  up  to  the  McKin- 
ley  campaign. 

Q.  And  then  did  he A.  Then  he  became  what  they  styled, 

I  believe,  a  McKinley  Democrat. 

Q.  That  was  the  first  McKinley  campaign  ?    A.  Yes,  sir. 

Q.  Did  he  interest  himself  in  the  campaigns  for  members  of 
the  Legislature?  A.  I  do  not  think  so,  especially,  although  he 
does  not  live  in  my  Assembly  district. 

Q.  He  is  not  in  your  Assembly  district  ?  A.  He  is  not  in  my 
Assembly  district. 

Q.  What  Assembly  district  is  he  in  ?  A.  In  the  Second  Assem- 
bly District. 

Q.  Has  he  ever  interested  himself  in  your  district?  A.  Not 
specially  that  I  know  of. 

Q.  Do  you  know  whether  moneys  have  been  contributed  by  or 
through  him?     A.  No,  I  do  not. 

Q.  In  your  district?     A.  ISTo. 

Q.  Do  you  know  whether  any  moneys  have  been  contributed 
by  or  through  him  in  his  own  district?     A.  No,  sir. 
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Q.  It  is  suggested  by  various  matters  in  the  record  here  that 
considerable  sums  of  money  of  the  Mutual  Life  have  been  used 
iu  various  ways  politically  in  Westchester  County  politics.  "What 
is  your  opinion  on  that  matter?  A.  I  have  no  opinion,  Mr. 
Hughes;  I  don't  know  anything  about  that. 

Q.  Did  you  ever  get  any  money  from  Mr.  Fields?  A.  l^o,  sir; 
never. 

Q.  Do  you  know  of  anybody  who  did,  that  is  connected  with 
polities,  State  or  local?     A.  No,  sir. 

Q.  Do  you  know  anything  about  the  maintenance  of  the  house 
at  Albany  which  it  appears  here  Mr.  Fields  maintained?  A.  I 
don't  know  anything  about  the  maintenance  of  the  house.  I 
know  Mr.  Fields  did  live  in  Albany  and  I  knew  that  he  resided 
at  a  private  house. 

Q.  Do  you  know  what  his  business  was  ia  Albany?  A.  Pre- 
sumed  to  be  on  legislative  matters. 

Q.  Representing  the  Mutual  Life?     A.  I  presume  so. 

Q.  Did  you  ever  have  any  interview  with  him  relative  to  legis- 
lative matters?     A.  Yes,  once  or  twice,  yes,  sir. 

Q.  In  regard  to  what  subjects?  A.  In  regard  to  bills  that 
had  originated  with  the  insurance  department,  had  been  referred 
to  the  Insurance  Committee  of  which  I  was  a  member,  and  I 
might  say  that  such  bills  as  I  refer  to  were  usually  reported  unani- 
mously and  passed  without  debate;  they  were  known  as  depart- 
mental bills;  there  was  no  objection  to  them. 

Q.  Was  his  influence  or  his  suggestion  in  support  or  opposed 
to  those  bills?     A.  In  support. 

Q.  In  support  of  them?     A.  Yes,  sir. 

Q.  In  support  of  departmental  measures  which  went  through 
unanimously,  you  say?     A.  As  I  recall  them,  yes,  sir. 

Q.  Did  he  ever  have  any  interview  with  you  with  regard  to 
opposing  any  measures  of  legislation  ?    A.  l^o,  sir. 

Q.  Whether  in  regard  to  insurance  or  anything  else?  A.  'No, 
sir. 

Q.  Did  you  ever  learn  of  any  money  being  used  by  Mr.  Fields 
in  connection  with  any  matters  of  legislation  at  Albany?  A.  ISTo, 
sir,  I  never  did. 

Q.  Did  you  ever  hear  of  his  activity  in  connection  with  other 
matters  than  those  of  insurance  at  Albany?  A.  ISTo,  I  never 
did,  Mr.  Hugh^. 

Q.  It  appears  that  Westchester  Ooimty  has  frequently  been 
represented  on  the  insurance  committee  at  Albany.     Do  you  know 
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whetlier  Mr.  Fields  was  particularly  active  with  reference  to 
appointments  of  committees?     A.  No,  I  do  not,  Mr.  Hughes. 

Q.  Or  persons  on  committees,  I  mean?     A.  "No,  sir. 

Q.  Did  you  ever  have  any  interview  with  him  on  any  such  sub- 
ject?    A.  With  reference  to  committees? 

Q.  Yes,  or  in  the  appointment  on  committees,  anything  of  that 
kind?     A.  No,  sir. 

Q.  And  did  you  know  whether  Mr.  Fields  represented  any  other 
company  beside  the  Mutual  Life?     A.  No,  I  did  not,  Mr.  Hughes. 

Q.  How  frequently  have  you  met  him  in  Albany?  A.  Mr. 
Fields?  Probably  once  or  twice — ^not  more  than  three  times  dur- 
ing a  legislative  session. 

Q.  Any  particular  session,  or  is  that  a  general  statement? 
A.  Any  session. 

Q.  How  would  jou  happen  to  meet  him  when  you  did  meet 
him?  A.  Why,  I  have  met  Mr.  Fields  on  the  cars  going  to  Al- 
bany; I  have  met  him  coming  from  Albany  to  New  York. 

Q.  That  is  the  only  way?  A.  Well,  I  have  seen  Mr.  Fields 
in  Albany ;  I  visited  Mr.  Fields  once  at  his  house. 

Q.  What  was  the  occasion  of  that?    A.  Purely  a  social  visit. 

Q.  It  has  been  stated  that  he  entertained  at  his  house ;  do  you 
know  anything  of  that?  A.  Nothing  whatever  about  that,  Mr. 
Hughes. 

Q.  Did  you  ever  attend  any  party  of  any  kind  there?  A.  No, 
sir. 

Q.  Did  you  ever  hear  of  anything  of  the  kind  ?    A.  No,  sir. 

Q.  Did  you  ever  hear  of  the  house  being  used  as  a  house  of 
entertainment?    A.  Never. 

Q.  Did  you  know  why  he  had  a  house  there  at  all?  A.  Why, 
I  don't  know,  Mr.  Hughes,  unless  he  objected  to  living  at  a 
hotel. 

Q.  Do  you  know  whether  Mr.  Fields  came  in  contact  with 
members  of  the  Legislature,  so  far  as  you  observed?  A.  I  do 
not. 

Q.  You  don't  know  anything  about  that  ?    A.  No,  sir. 

Q.  And  so  far  as  his  contributions  for  political  purposes,  or 
the  use  of  money  in  any  way,  you  have  no  information  at  all? 
A.  None  whatever,  Mr.  Hughes. 

Q.  Were  you  a  competitor  with  James  W.  Husted,  Jr.,  for 
the  nomination  for  the  Assembly  in  1897?  A.  No,  Mr.  Hughes, 
I  was  not.    He  was  not  a  candidate  that  ^ear. 
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Q.  I  would  like  to  have  you  state  frankly  what  were  your 
political  relations  to  Thomas  D.  Husted  at  the  time  to  which 
this  voucher,  October  11,  189Y,  refers?  A.  What  my  relation 
was? 

Q.  Yes;  were  you  on  friendly  terms  with  him  or  otherwise? 
A.  Well,  yes,  we  were  friendly,  Mr.  Hughes. 

Q.  Were  you  intimate  friends  ?  A.  Well,  the  fact  that  I  had 
been  to  Albany  the  two  preceding  years  and  down  at  Wash- 
ington the  other  year  —  the  third  year,  I  had  not  seen  very 
much  of  Mr.  Husted,  had  not  come  in  contact  with  him  very 
much. 

Q.  Isn't  it  a  fact  your  relations  were  somewhat  strained?  A. 
Well,  there  have  been  times  when  they  were,  Mr.  Hughes,  yes, 
but  I  do  not  desire  to  go  into  those. 

Q.  I  understand  your  reluctance,  but  I  think  it  is  proper  that 
the  whole  relation  should  be  brought  out.  Here  it  appears  that 
there  was  a  thousand  dollars  paid  to  Mr.  Husted  on 
October  8,  1897,  and  there  is  a  reference  on  a  card  at 
about  the  date  to  a  payment  to  somebody  through  Mr.  Husted. 
Now,  I  want  to  know  what  your  relations  to  Mr.  Husted  were 
at  that  time  —  were  you  on  intimate  terms  with  him  ?  A.  I 
wish  that  Mr.  Husted  were  here  to  explain  that  himself;  he  is 
dead;  I  do  not  care  to  say  anything  about  Mr.  Husted  —  Mr. 
Thomas  D.  Husted  —  I  do  not  care  to  go  into  that  matter,  if 
you  will  excuse  me. 

Q.  Yes,  but  I  understand  you  did  not  get  the  money?  A. 
Absolutely,  no. 

Q.  Do  you  recall  whether  or  not  you  sent  in  a  card  to  Mr. 
Alexander  when  you  called?  A.  I  presume  I  did,  sir,  send  in 
a  card,  Mr.  Hughes. 

Q.  Did  you  ever  call  upon  him  but  once?     A.  That  is  all. 

Q.  Have  you  any  record  of  your  election  expenses  of  that  year 
or  of  the  campaign  fund?  A.  If  the  law  was  in  effect  at  that 
time  requiring  the  filing  of  election  expenses,  it  is  on  file  in  the 
County  Clerk's  office  at  White  Plains. 

Q.  But  without  reference  to  whether  or  not  there  was  such 
a  law  are  you  sufiiciently  clear  in  your  memory  that  you  can 
state  positively  that  this  thousand  dollars  was  not  a  contribution 
to  your  expenses?  A.  I  can;  if  it  was  spent,  I  Imow  nothing 
whatever  about  it,  Mr.  Hughes. 

Q.  Or  how  your  card  came  to  be  used  in  that  way?     A.  I 
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have  no  knowledge  how  my  card  happened  to  be  attached  to  that 
voucher,  no,  sir. 

Q.  Was  Mr.  Husted  managing  your  campaign?  A,  'Eo,  he 
was  not. 

Q.  Were  any  payments  ever  made  to  Mr.  Ward  by  Mr.  Fields 
that  you  know  of?  A.  I  don't  think  so,  Mr.  Hughes j  I  don't 
know  that  they  are  very  well  acquainted — I  should  say  not. 

Q.  So  that  the  use  of  money  by  Mr.  Fields  is  a  subject  as  to 
which  you  have  no  personal  knowledge  ?  A.  No  knowledge  what- 
ever, Mr.  Hughes. 

Q.  And  you  have  stated  to  us  everything  that  has  ever  taken 
place  between  you  and  Mr.  Fields  with  reference  to  any  matters  of 
legislation?    A.  Yes,  I  have,  absolutely. 

GAGE  E.  TAEBELL,  resumed. 

BY  ME.  HUGHES : 

Q.  Mr.  Tarbell,  you  were  speaking  of  the  reduction  in  commis- 
sions from  60  per  cent,  to  50  per  cent,  and  the  advantages  follow- 
ing from  that  change.  You  have  also  spoken  of  the  practice  of 
giving  bonuses  prior  to  1900.  Has  the  Equitable  given  no 
bonuses  since  1900  ?  A.  We  did  away  with  the  bonus  system  at 
the  beginning  of  1900. 

Q.  Wherein  does  the  bonus  system  differ  from  the  giving  of 
an  increased  commission  if  a  certain  amount  of  business  is  written 
during  a  given  period  ?  A.  That,  Mr.  Hughes,  could  possibly  be 
regarded  as  a  bonus,  the  difference  between  the  forty  and  fifty  per 
cent.,  based  upon  the  amount,  but  it  has  never  been  regarded  in 
any  sense  as  a  bonus ;  it  is  what  we  place  as  rather  a  distinction  be- 
tween an  agent  and  agency ;  in  other  words  if  a  man  is  entitled  to 
receive  a  general  agent's  contract  whereby  he  has  a  general  agency 
we  think  he  ought  to  be  capable  of  producing  say  five  hundred 
thousand  the  first  year ;  and  to  avoid  our  giving  those  contracts  to 
men  who  are  merely  solicitors  we  make  a  stipulation  generally 
speaking,  that  they  shall  produce  a  half  million  of  business.  But 
the  bonuses  that  I  have  referred  to  generally  were  above  general 
agent's  contracts,  additional  percentages  above  that  at  so  much  per 
thousand  previous  to  1900. 

Q.  ITow,  in  case  of  contracts  calling  for  the  maximum  rate  of 
commission  of  fifty  per  cent.,  with  the  renewals  figured,  are  there 
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any  provisions  for  increased  payments  in  case  certain  business  is 
written?     A.  No. 

Q,  That  is  tlie  entire  amount  that  is  allowed  ?  A.  Yes,  unless 
there  is  a  certain  minor  expense  allowance,  which,  in  certain 
agencies  is  given,  which  I  think  has  never  exceeded  one  dollar  a 
thousand. 

Q.  Is  there  not  a  provision  for  giving  four  dollars  a  thousand 
in  certain  cases  ?  A.  During  three  months  of  this  year,  while  we 
were  having  our  troubles,  we  made  an  out  and  out  allowance  to 
our  agents  of  four  dollars  a  thousand  for  three  months. 

Q.  And  those  three  months  have  expired  ?  A.  April,  May  and 
June,  yes,  sir.  It  was  for  the  purpose  of  enabling  our  agents  to 
live  during  those  months. 

Q.  And  with  that  exception  there  has  been  no  extra  compensa- 
tion of  any  character  where  the  maximum  commission  has  been 
allowed?  A.  No,  sir,  other  than  as  I  just  mentioned,  just  now, 
sometimes  in  starting  an  agency  a  little  allowance  not  exceeding  a 
dollar  a  thousand,  or  something  of  that  sort,  nothing  to  speak  of. 

Q.  For  a  temporary  period  ?     A.  For  a  temporary  period. 

Q.  Don't  you  have  a  system  of  prizes  for  successful  agents? 
A.  We  sometimes  have  periods  when  we  give  a  prize,  but  that 
is  not  a  money  prize,  however.  It  may  be  something  for  good 
production  or  leadership  over  a  period,  but  those  are  infinitesimal, 
and  do  not  amount  to  anything  in  the  aggregate. 

BY  MK.  EOGERS: 

Q.  What  do  you  mean,  a  badge,  or  something  of  that  sort.  A. 
Oh,  possibly,  a  watch,  or  ring,  or  scarfpin.  We  have  sometimes 
given  an  Equitable  scarfpin  for  leadership  at  certain  times, 

BY  MK.  HUGHES: 

Q.  Have  you  any  special  contracts  which  give  agents  larger  re- 
turns than  this  maximum  rate  of  fifty  per  cent,  allowed?     A.  No. 

Q.  Did  you,  when  you  put  the  new  scale  in  operation,  cancel  all 
existing  contracts  ?     A.  All  existing  contracts  were  cancelled,  yes, 

sir. 

Q.  Take  Mr.  Woods  of  Pittsburg,  for  example,  is  he  operating 
under  this  maximum  contract?     A.  Yes. 

Q.  And  gets  no  additional  advantages?  A.  None,  whatever, 
not  a  dollar  of  any  kind,  shape,  form  or  nature. 
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Q.  And  that  is  true  of  all  your  specially  successful  agents,  that 
is  all  they  get?     A.  They  get  just  the  regular  contract,  yes,  sir. 

Q.  Now,  you  have  said  that  the  evil  grew  to  large  proportions, 
of  rebating,  is  not  that  an  existing  evil?     A.  Yes,  sir. 

Q.  What  is  the  source  of  that  evil?  A.  It  is  very  difficult  thing 
for  anybody  to  say  just  what  the  source  is.  I  was  speaking  not  a 
great  while  ago  with  one  of  the  officers  of  one  of  the  leading  com- 
panies, who  has  been  in  business  a  great  many  years,  I  think  some 
thirty  years  or  more,  and  he  told  me  that  as  long  as  he  had  been 
in  the  business  there  had  been  some  rebating.  But  rebating  as  a 
serious  evil,  I  think,  dates  from  the  seventies,  about  the  time  of 
the  reduction  of  the  Mutual  Life's  premiums.  I  think  that  no 
other  company  followed  the  Mutual  in  that  reduction,  and  I  think 
the  agent  pretty  generally  got  to  rebating  the  first  year's  premium 
to  meet  the  reduction. 

Q.  To  meet  the  competition  of  the  Mutual  Life?  A.  To  meet 
the  competition  of  the  Mutual  Life,  and  then  that  was  augmented 
and  increased  very  materially  by  the  increased  commissions,  and 
particularly  the  bonus  system. 

Under  the  bonus  system,  Mr.  Hughes,  we  will  say  an  agency 
was  offered  three  dollars  a  thousand,  or  five  dollars  a  thousand, 
for  a  million  of  business.  That  would  mean,  if  it  was  a  five-dollar 
bonus,  it  would  mean  five  thousand  dollars  for  the  accomplish- 
ment of  it  during  the  year.  We  will  say  if  the  agency  got  up 
to  a  point  where  it  had  eight  hundred  thousand  dollars,  or  nine 
hundred  thousand  dollars,  when  the  end  of  the  year  was  about 
there,  it  would  be  very  greatly  to  their  interest  to  win  that  extra 
five  thousand  dollars,  and  very  often,  in  order  to  do  it,  they  would 
rebate  excessively,  or  give  the  business  away  entirely.  I  have  no 
doubt  but  what  in  many  cases  business  has  been  given  away,  for 
the  purpose  of  winning  bonuses.  Therefore  while  it  may  have 
given  an  increased  quantity  of  business,  it  gives  a  very  greatly 
depreciated  quality  of  business,  and  it  was  to  diminish  the  cost 
and  to  increase  the  quality  that  we  inaugurated  the  change  that  I 
spoke  of  in  1900,  of  doing  away  with  the  bonus  system,  and  we,  to 
a  very  large  extent,  did  both.  We  have  very  materially  decreased 
the  cost  of  our  first  year's  business.  I  think  from  the  best  infor- 
mation that  I  have  about  fourteen  or  fifteen  per  cent.,  and  we  have 
very  materially  increased  the  renewing  quality  of  the  business. 

Of  the  business  issued  during  the  years  1900,  1901,  1902,  1903, 
and  so  forth,  since  that  time,  there  is  about  twenty-five  per  cent. 
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of  it  renewed  the  second  year  more  than  of  the  business  issued 
during  the  five  years  previous  to  1900,  and  we  did  not  have 
to  pay  a  first  year's  cost  of  that  business;  the  more  business 
that  stays  on  the  books  the  better  it  is  for  the  company,  that 
means,  better  for  the  policyholders,  and  better  for  the  agents 
that  have  an  interest  in  it,  and  it  is  better  for  everybody.  There 
is  no  money,  in  other  words,  at  the  present  time,  to  the  company 
or  policyholders,  or  agents  in  business  that  lapses,  therefore,  any- 
thing we  could  do  to  increase  the  stability  of  the  business  was  to 
the  interest  of  the  company  and  its  policyholders. 

Q.  What  relation  is  there  between  the  practice  of  rebating  and 
granting  of  very  large  commissions?  A.  The  granting  of  very 
large  commissions  is  likely  to  stimulate  rebating  and  is  likely  to 
invite  rebating 

Q.  Because  the  agent  has  something  he  can  give  away?  A.  He 
has  something  with  which  he  can  buy  the  business.  It  has  been 
claimed  that  in  some  special  contracts  made  in  the  last  few  years, 
whereby  the  agents  were  given  commissions  and  large  salaries, 
the  salary  was  given  them  to  live  on  and  the  commission  to  buy 
business  with.  I  have  been  trying  very  hard  for  a  great  many 
years  to  reduce  the  first  year's  compensations.  In  fact,  at  the 
time  we  made  the  reduction  which  we  did,  which  made  a  differ- 
ence of  one-half  of  what  was  paid  to  us  by  the  agent  out  of  the 
first  year's  premiums,  I  tried  very  hard  to  get  other  companies  to 
do  the  same  thing.  In  fact,  at  about  that  time  I  tried  very  hard 
with  the  'New  York  Life  and  finally  succeeded  in  getting  Mr. 
Perkins  to  join  me  in  making  an  offer  to  the  Mutual  Life  that 
the  New  York  Life  and  Equitable  would  do  our  business — pay 
our  agents  ten  per  cent,  less  than  any  commissions  that  they 
would  name  for  first  year's  business.  If  they  would  name  50  per 
cent,  we  would  pay  our  agents  40,  and  if  they  would  name  60 
per  cent,  we  would  pay  our  agents  50.  , 

Q.  How  could  you  do  that?  A.  Simply  because  we  were  satis- 
fied that  our  agents  could  compete  with  them.  Then  if  we  could 
do  that  and  he  would  do  away  with  rebating,  it  would  increase 
the  benefits  to  our  own  agents  by  putting  them  in  a  position 
whereby  they  would  not  be  in  competition  with  agents  who  paid 
80  per  cent,  or  85  per  cent,  of  the  first  year's  premium,  some- 
times more. 

Q.  Is  there  a  difference  of  more  than  10  per  cent,  between 
jour  commissions  and  the  Mutual?     A.  So  far  as  I  have  been 
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able  to  judge  by  evidence  taken  here  there  is  a  very  mnch  larger 
difference  than  that.  The  entire  commuted  value  of  the  com- 
pensation that  we  give  our  agents  the  first  year  and  all  renewals 
is  less  than  the  compensation  drawn  by  at  least  some  of  the  agents 
during  the  first  year. 

Q.  !N^ow,  that  practice  of  giving  a  large  commission  and  thus 
inviting  rebating  has  attracted  your  attention  for  a  good  many 
years,  has  it  not?     A.  Yes. 

Q.  What,  in  your  judgment,  is  the  amount  of  commission 
which  can  be  paid  without  giving  any  temptation  to  a  rebate? 
A.  I  have  always  maintained  that  a  compensation  of  50  per  cent, 
the  first  year  would  do  away  with  the  most  serious  evil  of  re- 
bating, that  is,  such  rebating  as  induces  men  to  buy  policies  with 
no  thought  of  renewing  them.  I  do  not  think,  while  it  never 
was  wise,  that  any  great  harm  ever  came  from  the  old-fashioned 
rebating  of  five  or  ten  per  cent,  that  some  agent  gave  his  friend 
or  his  pastor  or  somebody  else,  which  probably  has  gone  on  ever 
since  life  insurance  has  been  conducted  in  this  country;  but  it 
was  when  they  gave  such  rebates  that  men  generally  bought  life 
insurance  with  no  thought  of  renewing  it,  that  the  serious  evil  of 
rebating  became  so  very  apparent  and  so  very  general. 

Q.  Is  that  an  evil  to-day,  rebating?  A.  It  is  the  greatest  evil 
in  the  business  with  the  possible  exception  of  twisting. 

Q.  "What  is  twisting?  A.  And  I  have  not  any  doubt  at  all 
but  what  there  are  five  or  ten  or  fifteen  millions  of  dollars  annu- 
ally given  away  in  this  country  in  rebates. 

Q.  How  does  that  come  to  your  attention,  how  do  you  know 
that?  A.  From  the  general  information  that  we  get  of  the  fre- 
quency with  which  rebating  is  done  on  the  part  of  agents  of  many 
companies  in  different  places  all  over  the  country,  and  the  fact 
that  we  know  that  many  people  buy  policies  in  certain  companies, 
especially  at  certain  seasons  of  the  year  at  10  cents  on  the  dollar. 

Q.  What  companies  are  those?  A.  I  don't  think  I  should  be 
asked  to  state,  should  I,  Mr.  Hughes? 

Q.  Well,  we  want  to  get  all  the  information  we  can  on  this  and 
to  know  just  where  the  diculty  lies.  A.  Well,  I  think  the  com- 
pany that  is  said  to  give  larger  rebates  and  more  of  them  than  any 
other  is  the  Mutual  Life. 

Q.  How  does  the  information  reach  you  of  that?  A.  I  have 
had  different  men  tell  me  at  different  times  that  they  have  bought 
policies  there  at  10  cents  on  a  dollar. 
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Q.  Of  the  first  year's  premium?  A.  Of  the  first  years'  pre- 
mium. 

Q.  ]l^ow,  is  there  anything  of  that  sort  in  the  Equitable  ?  A.  I 
have  no  doubt,  sir,  but  what  there  is  some  rebating  in  the  Equi- 
table. We  have  tried  for  years  to  stop  it,  and  we  are  going  to 
stop  it  now  if  we  have  to  do  away  with  every  agent  we  have  got 
in  the  company.  Some  weeks  ago  an  order  was  issued  that  no 
man,  no  matter  how  important  he  was,  could  remain  in  the  Equi- 
table one  minute  if  he  Avas  found  guilty  of  a  rebate. 

Q.  Was  that  a  new  departure?  A.  It  was  new  in  part.  We 
have  had  a  rule  against  rebating  for  years  and  we  have  tried  to 
enforce  it.  That  rule,  I  think,  has  been  in  our  rate  book  for 
very  many  years.  Whenever  information  has  come  to  our  atten- 
tion that  a  rebate  has  been  given  on  a  policy  we  have  refused  to 
issue  it.  Where  we  have  absolutely  known  that  agents  have 
rebated,  we  have  dismissed  them.  Our  general  agents  have  done 
a  great  deal  of  it,  and  I  have  no  doubt  there  has  been  some  re- 
bating, but  of  course  under  our  system  there  could  not  be  any 
such  rebating  done,  as  I  have  mentioned.  I  was  one  of  the  prime 
movers  in  bringing  about  the  agreement  between  twenty  odd  com- 
panies some  years  ago,  when  we  had  ex-Governor  Russell  of 
Massachusetts  appointed  a  referee,  and  later  he  was  succeeded 
by  Thomas  B.  Eeed,  as  you  perhaps  remember,  as  referee,  for 
the  purpose  of  taking  evidence  in  regard  to  rebates,  and  these 
companies  all  agreed  that  they  would  not  appoint  an  agent  for 
a  year  who  was  found  guilty  of  rebating.  But  the  matter  did 
not  work  satisfactorily.  In  every  way  I  have  for  a  great  many 
years  tried  to  do  it.  I  recently  secured  the  consent  of  Mr.  Mor- 
ton, some  months  or  weeks  ago,  to  stand  by  me  in  issuing  an 
absolute  order  that  no  man  could  stay  with  the  Equitable  a  min- 
ute if  found  guilty  of  rebating.  And  when  I  sectired  that  abso- 
lute approval,  such  an  order  was  issued,  and  it  means  just  what 
it  says.  '  ^ 

BY  MR  COX: 

Q.  -The  crime  seems  to  be  in  giving  back  to  the  policyholder 
a  part  of  the  money  he  has  paid?  A.  The  seriousness  of  the 
matter  is  in  the  fact  that  it  has  undoubtedly  increased  the  cost 
of  the  business  generally,  and  the  unfairness  of  the  matter  is  in 
the  fact  that  some  policyholders — that  the  cost  of  the  business 
generally  in  the  entirety  has  been  increased  by  reason  of  it,  and 
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some  policyholders  who  pay  one  hundred  cents  on  the  dollar  get 
no  benefit,  and  the  policyholder  who  gets  a  rebate  of  twenty-five 
cents  up  to  ninety  cents  or  one  dollar  does  get  the  benefit  of  it, 
therefore  it  is  obviously  unfair. 

BY  MK.  HUGHES: 

Q.  Apart  from  the  discrimination  how  does  it  increase 
the  cost  of  the  business?  A.  I  think  undoubtedly  that  com- 
missions are  larger  than  they  would  be  if  there  was  no  re- 
bating. Agents  would  make  more  money  at  less  commission  if 
there  was  no  such  thing  as  that  kind  of  competition. 

Q.  Do  you  know  any  way  of  preventing  rebating  as  long  as 
Xbe  commissions  are  large  enough  to  permit  the  agents  to  do  it? 
A.  I  don't  know  of  any  way  that  will  absolutely  prevent  it,  but 
I  think  I  could  suggest  a  remedy  to  this  committee  which  would 
go  a  mighty  long  way  towards  it. 

Q.  What  is  that?  A.  The  enactment  of  a  law  to  the  effect  that 
all  companies  should  be  required  to  give  a. receipt  for  the  first 
year's  premium,  to  be  countersigned  by  the  agent  and  delivered 
to  the  assured,  and  that  all  companies  should  be  required  to  take 
from  the  assured  or  beneficiary  upon  the  delivery  of  the  policy  a 
written  statement  addressed  to  the  company  to  the  effect  that  he 
had  paid  the  first  year's  premium  in  full  to  the  soliciting  agent, 
naming  the  agent,  the  statement  to  be  countersigned  by  the  agent 
and  returned  to  his  company,  and  the  giving  or  taking  of  any 
rebate  directly  or  indirectly  by  the  agent  or  the  assured  to  be  a 
misdemeanor,  and  any  policy  upon  which  any  rebate  of  a  premium 
has  been  given  or  accepted  directly  or  indirectly  shall  be  null  and 
void.  All  premiums  to  be  paid  thereon  to  be  forfeited.  This  not 
to  apply  to  an  innocent  third  party  who  has  received  an  assign- 
ment of  the  policy  for  an  equitable  consideration,  or  to  a  bene- 
ficiary after  the  policy  has  become  a  good  claim  by  reason  of 
the  death  of  the  insured.  This  law  to  be  plainly  printed  where 
it  will  show  on  the  outside  of  the  policy  when  it  is  folded  for 
delivery. 

Q.  How  big  a  door  is  it  that  refers  to  the  rights  of  third  par- 
ties and  beneficiaries  ?  A.  I  don't  think  it  will  be  a  large  door. 
All  policies  are  made  as  you  know  and  have  been  for  a  great  many 
years  incontestable  after  one  year  or  two  years  as  the  case  may  be. 
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And  life  insurance  has  become  so  common  that  it  is  used  to  an 
extent  that  is  probably  away  beyond  anything  that  one  would 
imagine  unless  they  give  it  thought  and  study,  as  collateral.  Bank- 
ers use  it  in  connection  with  the  discount  which  they  make  to  their 
clients. 

People  who  are  making  loans  against  entailed  estates  use  life 
insurance  in  order  that  the  loan  may  be  paid  off  in  case  of  death, 
before  the  life  annuitant  has  passed  away,  and  in  all  such  cases, 
there  should  not  be  any  provision  of  course,  of  that  kind,  other- 
wise the  security  would  not  be  ample.  But  I  do  not  think  it  would 
be  a  large  door  and  I  think  it  would  stop  95  per  cent,  of  the  rebat- 
ing in  a  very  short  time,  and  I  think  if  that  were  done  all  the 
companies  would  be  willing  to  do  just  what  we  have  done,  to  take 
an  absolute  position,  that  no  man  could  stay  with  the  company  a 
minute  who  is  found  guilty  of  giving  a  rebate. 

Q.  How  much  larger  are  the  commissions  paid  by  the  Equi- 
table than  the  commissions  of  other  companies?  A.  l^early  all 
companies  pay  a  larger  commission  than  the  Equitable. 

Q.  Are  there  any  that  pay  smaller,  that  do  a  substantial  busi- 
ness? A.  I  think  there  is  one  company  that  does  a  very  sub- 
stantial business  that  pays  a  very  slightly  less  commission  than 
the  Equitable. 

Q.  How  do  you  account  for  that,  I  mean  for  its  ability  to  do 
it?  A.  Well,  the  difference  on  first  years,  I  think  that  company 
pays  the  same  as  we  do,  first  year,  or  possibly  on  some  policies  5 
per  cent,  less  only.  I  think  they  pay  the  second  year  the  same 
and  subsequent  years  with  the  exception  of  the  fourth  year;  I 
think  in  the  fourth  year  where  we  pay  a  double  renewal  of  15 
per  cent,  instead  of  7^,  they  pay  7^.  The  commissions  of  the 
two  companies  are  almost  the  same. 

Q.  Does  not  the  ISTorthwestern  Mutual  pay  40  per  cent.?  A. 
That  is  the  company  I  have  reference  to. 

Q.  Does  not  the  Mutual  Benefit  pay  forty-five  ?  A.  I  am  not 
certain  as  to  what  they  pay.  I  think  if  they  do  they  pay  some 
additions  afterward.     I  think  they  pay  ten  per  cent,  renewal. 

Q.  Your  renewal  is  twenty  per  cent.  ?     A.  One  year  only. 

Q.  You  mean  they  pay  ten  per  cent,  renewals?  A.  Over  a 
period  of  years. 

Q.  For  as  many  years  as  you  pay  renewals?  A.  I  am  not 
able  to  say. 
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BY  THE  CHAIEMAN": 

Q.  How  much  of  a  cure  for  the  rebating  evil  would  you  say 
the  postponement  of  commissions  to  subsequent  years,  that  is,  the 
decreasing  of  the  initial  commission  and.  the  increasing  of  the 
renewal  commissions  would  be?  A.  I  think  it  would  very  gen- 
erally decrease  it.  It  would  minimize  it  very  much,  and  it  is 
for  that  reason  that  I  very  firmly  believe  first  year's  commis- 
sions should  be  limited  by  law.  I  have  no  hesitation  in  saying 
I  think  it  would  be  one  of  the  best  things  that  could  come  as 
the  result  of  this  Committee. 

Q.  But  you  would  not  limit  them  below  fifty  per  cent.  ?  A. 
Well,  possibly  not  to  begin  with,  because  I  think  there  are  very 
many  companies,  to  be  candid  with  you,  whose  agents  could  not 
live  on  a  commission  below  fifty  per  cent. 

BY  ME.  HUGHES: 

Q.  You  mean  they  could  not  get  business  enough?  A.  They 
could  not  get  business  enough,  no,  sir. 

Q.  Take  the  business  of  the  Equitable,  if  it  were  not  for  the 
competition  of  other  companies  enabled  to  do  business  on  as 
large  a  scale,  could  you  not  reduce  your  commissions  below  fifty 
per  cent.  ?  A.  If  there  were  no  rebating  and  no  competition  of 
other  companies,  I  think  we  could,  yes,  sir. 

Q.  Eliminating  the  element  of  competition  so  far  as  it  in- 
creases commission,  what  would  be  the  commission  which  would 
be  properly  payable  for  getting  new  business  ?  A.  If  there  was 
no  competition  in  cases  of  the  commission,  and  no  rebating,  I 
think  our  agents  could  make  good  reasonable  incomes,  and  Ije 
satisfied  with  a  forty  per  cent,  compensation  first  year,  and  seven 
and  one-half  per  cent,  on  renewals. 

Q.  For  how  many  renewals?  A.  For  a  limited  term  of  re- 
newals, ranging  say  from  ten  to  fourteen  years. 

Q.  Do  you  know  of  the  history  of  commissions  in  other  coun- 
tries? A.  Only  somewhat,  Mr.  Hughes,  I  know  more  of  the 
premiums,  I  know  that  life  insurance  companies  charge  more  for 
their  business  in  England,  in  Germany  and  in  France  than  they 
do  in  this  country. 

While  you  are  on  the  evils,  if  you  do  not  mind, —  you  asked 
me  once  what  the  twisting  was? 

Q.  Yes.  A.  I  regard  twisting  in  some  ways  as  a  more  serious 
evil  than  rebating,  because  the  man  who  rebates  a  policy  does 
not  rob  the  insured  directlv. 
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BY  THE  CHAIEMAN: 

Q.  Wliat  is  twisting?  A.  Twisting  is  a  representation,  it  is 
the  inducing  of  a  man  who  has  a  policy  to  surrender  it  and 
buy  another  policy  from  another  company  to  take  its  place,  and 
it  is  almost  always,  I  believe,  done  by  reason  of  misrepresenta- 
tion on  the  part  of  the  agent,  and  it  is  the  meanest  competi- 
tion that  anyone  has  ever  had  to  meet  in  our  business.  It  is 
the  most  reprehensible  practice,  because  it  is  almost  in- 
variably robbing  the  assured  of  something  that  he  has  by  reason 
of  the  fact  that  he  is  not  so  well  informed  regarding  the 
matter  as  the  agent;  in  other  words,  it  is  very  rare  that 
any  man  who  has  any  good  policy  in  any  good  company  on  which 
he  has  paid  one  premium  can  afford  to  drop  it  and  replace  it 
by  another  policy  in  another  company;  although  agents  in  some 
companies  try  to  induce  men  who  have  paid  three  years,  five 
years,  eight  years,  ten  years  on  a  contract  to  drop  it  and  take  a 
policy  in  another  company  solely  because  they  can  make  a  com- 
mission on  that  policy.  They  not  only  rob  the  man  of  a  part 
or  all  of  .his  accumulated  reserve  but  a  part  or  all  of  his  ac- 
cumulated surplus  and  in  addition  they  force  that  man  to  go 
out  and  buy  a  policy  at  his  increased  age,  depending  upon  the 
number  of  years  that  have  elapsed  since  he  took  the  former  policy 
up  to  the  time  that  he  applies  for  the  new  policy.  And  I  would 
like  very  much  to  see  enacted  a  law  on  that  matter  which  I  will 
suggest  if  you  do  not  mind  at  this  time.  It  is  just  a  single  para- 
graph. That  any  agent  guilty  of  making  any  misrepresentation  or 
false  statement  to  a  policyholder  causing  him  to  surrender  a  policy 
held  by  him  in  any  company  and  to  take  another  policy  in  another 
company  through  such  agent  shall  be  a  misdemeanor. 

BY  ME.  COX: 

Q.  Why  not  extend  that  so  as  to  let  it  extend  to  false  misrepre- 
sentation by  agents  on  taking  out  new  policies?  A.  There  would 
be  no  objection  to  that  at  all.  It  would  be  a  very  much  more 
difficult  thing.  It  is  very  much  less  likely  to  occur  and  it  would 
be  a  very  much  more  difficult  thing  to  enforce. 

BY  MR.  TULLY: 

I     Q.  Don't  you  think  the  courts  would  have  their  hands  full  to 
enforce  that?    A.  No,  sir,  I  think  such  a  law  would  be  exceed- 
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ingly;  wholesome  and  I  think  within  a  very  short  time  such  a 
thing  as  twisting  would  be  unknown.  I  think  it  would  elevate 
the  business  of  the  soliciting  agent  as  nothing  else  has  in  twenty- 
five  years. 

BY  ME.  EOGEES: 

Q.  If  you  cannot  ascertain  the  facts  suiSciently  to  remedy  the 
diiiiculty  by  a  discharge  of  the  employees,  which  I  assume  is 
the  situation,  do  you  think  you  could  find  the'  facts  more  easily 
if  it  was  made  a  criminal  offense?  A.  I  am  so  sanguine  of  my 
position  and  the  justice  of  it  that  I  issued  a  general  rule  in  the 
Equitable  some  time  ago  and  it  is  on  every  policy  that  we  issue 
so  that  every  assured  has  a  copy  of  it  to  the  effect  that  we  will 
dismiss  any  agent  guilty  of  twisting  a  policy  from  another  com- 
pany. We  will  not  permit  a  man  who  will  do  it  to  remain 
in  the  Equitable  Life  Assurance  Company. 

BY  MR.  HUGHES: 

Q.  Has  your  attention  been  called  to  the.  practice  of  the  Au- 
stralian Mutual  Provident  Company,  do  you  know  the  extent  of 
its  business  and  the  rate  of  its  commissions?  A.  Only  in  a  general 
way,  not  well  enough  to  give  any  testimony  regarding  it. 

Q.  Do  you  know  in  connection  with  the  population  of  the 
country  in  which  it  operates  its  business  is  very  large?     A.  Yes. 

Q.  And  its  commissions  are  about  30  per  cent?  A.  I  have 
■  heard  they  were  very  low.  I  know  it  is  a  very  successfully  man- 
aged company.  It  is  the  leading  company  of  the  country.  It 
is  in  a  class  by  itself.    The  people  there  believe  in  it  very  fully. 

MR.  ROGERS :     You  mean  of  Australia  ? 

THE  WITNESS:   Yes. 

Q.  The  fact  is  there  has  been  very  great  pressure  to  get  busi- 
ness in  recent  years  in  this  country  ?     A.  Yes. 

Q.  And  that  has  produced  a  temptation  to  give  rebates  and 
to  allow  high  commissions,  has  it  not?  A.  I  have  not  any 
doubt — ^in  fact  I  have  said  a  great  many  times  that  is  the  last 
twenty-five  million  dollars  a  year  that  makes  the  cost  so  great. 

Q.  And  each  year  the  effort  on  the  part  of  great  companies 
is  to  put  the  standard  a  little  above  what  it  was  the  year  before  ? 
A.  I  has  been  very  generally  so,  I  think,  too  largely  so. 
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Q.  Do  you  really  approve  of  the  practice  to  write  business 
under  stress  and  pressure  as  has  teen  shown  in  the  last  few 
years  among  the  great  companies?  A.  Especially  a  few  years 
ago,  I  think  there  has  been  too  much  stress  generally  speaking. 
For  the  last  five  years  since  January,  1900,  we  have  made  it  no 
inducement  of  any  kind  to  any  one  to  influence  him,  you  might 
say  generally  speaking  to  increase  his  volume  of  business.  Our 
effort  has  been  to  get  all  the  good  business  we  could  get. 

Q.  But  there  has  been  a  great  effort  in  your  company  to  in- 
crease the  amount  of  business  greater  every  year  ?  A.  We  have 
urged  everybody  to  do  all  the  business  they  possibly  could  with 
the  compensation  they  had. 

Q.  Have  not  you  virtually  told  the  agents  that  if  they  did  not 
write  the  amount  of  business  w^hich  was  expected  of  them  it 
would  indicate  that  they  had  not  the  capacity  for  it  ?  Do  not  the 
other  companies  do  that?  A.  We  have  not  made  it  a  sine  qua  non 
that  our  agents,  as  I  think  some  others  have  done,  that  they  were 
to  produce  so  much  business  or  give  up  their  agency. 

Q.  I  find  this  extract  from  Mr.  Kingsley's  article  on  Militant 
Life  Insurance,  as  follows:  "If  a  company,  clinging  fast  to 
sound  doctrine  in  its  finances  adds  in  a  single  year  to  the  world 
of  the  insured  150,000  people,  it  has  done  a  tremendous  thing;  it 
has  done  the  real  thing.  I  care  not  so  much  whether  the  manipu- 
lator of  ratios  figures  a  few  deaths  more  or  less  for  or  against 
it  ultimately,  it  has  already  passed  a  higher  test,  it  has  passed 
the  highest  test."  Did  you  agree  to  that?  A.  Well,  I  would 
not  express  myself  in  just  those  words,  but  I  do  feel  that  the 
benefits  of  life  insurance  as  a  whole  are  not  well  understood  by 
the  public  or  the  people  generally  at  this  time.  I  think  it  will 
be,  and  I  think  that  the  American  people  in  the  end  always  fall 
on  their  feet  and  that  they  will  continue  to  appreciate  life  insur- 
ance in  the  future  just  as  fully  as  they  have  in  the  past.  Eight 
in  this  country  alone  the  amount  that  has  been  paid  to  policy- 
holders has  gone  beyond  three  billion  five  hundred  million  dollars 
and  the  amount  held  by  the  American  companies  at  present  is 
beyond  two  billion  five  hundred  million  dollars,  or  the  amount 
paid  and  held  is  beyond  six  billion  dollars.  There  is  no  country 
on  earth  that  has  done  anything  to  compare  with  it.  And  the 
benefit  that  it  is  to  the  country  as  a  nation  is  almost  beyond  com- 
prehension, and  the  good  that  has  been  done  by  life  insurance 
in  very  many  ways  in  diminished  pauperism,  and  increased  thrift, 
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in  giving  more  boys  good  education,  is  something  which  deserves 
a  great  deal  of  thovight,  and  I  think  generally  speaking  life  in- 
surance in  Aemrica  has  been  very  vs^ell  managed.  I  do  not  mean 
to  make  any  apologies  for  the  mistakes  that  have  been  made 
or  the  things  which  should  have  been  done  that  have  not  been 
done,  but  generally  speaking,  it  must  have  been  very  well  man- 
aged or  no  such  results  would  be  apparent. 

Q.  I  think  the  disposition  oi  the  people  is  to  make  sure  that  they 
will  get  more  benefit  rather  than  less  out  of  life  insurance.  A.  Yes, 
sir,  I  will  be  very  glad  to  do  anything  I  can  to  help  that  along. 

Q.  It  is  such  a  good  thing  that  the  people  want  all  there  is  in 
it.  A.  Well,  the  greatest  asset  of  the  American  people  is  the 
earning  power  of  its  people,  and  the  only  way  that  can  be  pro- 
tected is  through  life  insurance. 

Q.  What  I  wanted  to  get  at  particularly  is  this.  We  have  here 
a  demand  constantly  for  new  business  with  a  very  large  cost 
in  acquiring  the  business.  Do  you  approve  of  geting  new  busi- 
ness without  reference  to  the  effect  upon  your  existing  policy- 
holders or  the  cost  to  them  of  doing  it  ?    A.  I  do  not. 

Q.  You  do  not  think  that  the  great  amount  of  business  written 
is  the  test  of  the  company's  efficiency  ?    A.  I  do  not. 

Q.  You  do  not  think  that  that  is  either  the  highest  test  or  any 
exclusive  test?    A.  I  do  not. 

Q.  Now,  there  is  a  certain  point  at  which  efforts  to  get  business 
are  made  at  the  expense  of  existing  policyholders,  and  unjustly 
at  their  expense,  is  there  not  ?  A.  I  should  think  there  was,  yes, 
sir. 

Q.  What  is  that  point  in  your  jud,gment  ?  A.  That  is  a  very 
difficult  line  to  draw,  Mr.  Hughes,  because  so  many  things  have 
to  be  taken  into  consideration  in  connection  with  it.  I  should  say, 
generally  speaking,  that  any  company  should  be  criticised  that 
spends  more  to  get  its  business  than  the  entire  loading  that  is 
provided  for  the  expenses  in  connection  with  all  its  premiums. 
That  is  a  very  easy  line  to  draw  I  should  say. 

Q.  Yes,  of  course  if  you  fix  the  loadings  yourself.  A.  Gener- 
ally speaking,  as  the  loading  has  been  fixed. 

Q.  But  in  fixing  the  loading  what  line  should  you  draw?  A.  T 
should  be  governed  by  the  very  best  help  I  could  get  from  the 
most  exact  actuaries,  coupled  with  the  best  knowledge  that  I 
could  have  of  the  business  generally.  This  business  of  life  in- 
surance is  one  that  is  not  so  easy  to  understand  I  think  as  most 
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people  imagine,  at  least  I  have  been  trying  very  hard  for  twenty- 
five  years  to  learn  all  about  it  and  I  sometimes  think  that  I  have 
more  to  learn  than  I  have  learned  before  I  will  at  least  be  satis- 
fied myself,  and  there  are  very  many  things  that  must  be  taken 
into  consideration  with  that. 

Of  course,  you  could  figure  if  you  could  get  business  enough 
that  it  would  be  wise  never  to  pay  but  five  per  cent,  for  it,  but  you 
could  not  hire  the  men.  You  have  got  to  make  your  compensa- 
tion such  as  will  enable  you  to  get  good  men,  first  to  serve  the 
company"  so  that  they  can  make  a  reasonable  income,  so  that  you 
can  do  a  reasonable  amount  of  business,  because  life  insurance  is 
based  upon  averages,  and  you  must  have  certain  fair  average  busi- 
ness in  order  to  make  it  a  safe  business;  in  other  words,  there  is 
nothing  so  uncertain  as  the  duration  of  a  single  life,  and  there  is 
nothing  so  absolutely  certain  as  the  duration  of  one  hundred  thou- 
sand lives.     That  is  life  insurance. 

Q.  How  much  business  does  the  Equitable  have  to  write  at  the 
present  time,  in  view  of  its  size,  in  order  to  maintain  itself  on 
a  safe  basis  ?  A.  Well,  the  way  we  have  been  going,  and  with 
the  character  of  business  about  the  same  as  it  has  been  in  the  past, 
somewhere  in  the  neighborhood  of  one  hundred  and  twenty-five 
million  dollars,  or  a  little  more,  per  annum. 

Q.  Suppose  the  Equitable  did  not  write  another  policy  for  the 
next  year,  would  it  be  unsafe  ?  A.  JSTot  by  any  means,  no,  sir, 
nor  for  the  next  five  years,  nor  for  the  next  ten  years,  nor  for  the 
next  fifteen  years,  nor  for  the  next  twenty  years,  but  it  would  be 
very  unwise  and  the  profits  to  its  policyholders  would  not  be  so 
great. 

Q.  Let  me  direct  your  attention  again  to  the  matter  of  commis- 
sions. As  you  have  said,  the  maximum  was  fifty  per  cent.  Do 
you,  as  a  matter  of  fact,  divide  that  up  and  treat  twenty-five  per- 
cent, as  commission  and  twenty- five  per  cent,  for  expenses?  A. 
Yes,  I  said  a  little  while  ago  the  compensation.  Twenty-five  per 
cent,  is  commission  and  twenty-five  per  cent,  is  known  as  per- 
centage allowance. 

Q.  But  that  is  not  a  debt  of  the  agent  ?  A.  I^o,  but  out  of  that 
we  expect  the  agent  to  pay  his  expenses. 

Q.  Yes.  A.  Generally  speaking,  the  Equitable  does  not  pay 
any  expenses  in  connection  with  its  agencies.  Our  general  agents 
assume  all  expenses  themselves.     They  pay  for  their  business, 
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rent,  clerical  force,  the  pay  for  their  postage  and  exchange,  ex- 
press, telegraph,  telephones,  in  fact,  all  their  expenses  in  connec- 
tion "with  their  agents,  which  is  a  very  material  item. 

Q.  Then  if  you  treat  the  twenty-five  per  cent,  as  going  for  their 
expenses,  why  do  you  make  advances  to  the  agents  on  top  of  the 
fifty  per  cent  ?  A.  We  make  advances  to  the  agent  in  order  that 
the  agent  may  live.  Now,  our  general  agent,  Mr.  Hughes,  pays, 
generally  speaking,  the  sub-agent  fifty  per  cent,  of  the  first  year's 
premium.  It  is  a  fortunate  general  agent  who  can  keep  his  gen- 
eral expenses  within  ten  per  cent,  of  his  first  yeai-'s  premiums. 
It  costs  many  of  them  fifteen  per  cent,  of  the  first  year's  premiums 
to  pay  their  expenses,  then  very  often,  the  general  agent  may  have 
to  pay  ten  per  cent,  of  his  first  year's  premiums  in  advance  to  the 
agents,  to  enable  them  to  go  out  in  the  country,  to  pay  for  their 
livery  rig,  carfare,  hotel  bills,  and  other  things,  to  stake  them. 

Q.  Why  does  not  that  come  out  of  the  margin  for  expenses? 
They -have  first  to  do  the  business  before  they  have  it,  have 
they  not  ?  To  start  them  ?  A.  To  start  them.  They  frequently 
have  to  do  that.  Then  again,  the  general  agent  has  to  carry  notes 
of  his  sub-agent.  I  have  no  doubt  but  what  seventy-five  per  cent, 
of  the  business  done  in  the  United  States,  the  first  year's  business 
is  done  by  taking  a  note  for  the  premiums,  although  our  agents 
take  them  entirely  on  their  own  account,  and  have  to  pay  us  in 
cash.  They  take  them  on  their  own  responsibility,  but  they  are 
so  anxious  to  close  the  business  up  that  they  would  rather  take  a 
note  rather  than  get  a  check  at  some  other  time.  They  have  to 
discount  those  notes,  and  frequently  the  sub-agent  has  not  means 
to  handle  the  notes,  so  the  general  agent  has  to  handle  them  for 
him.  So  you  can  see  in  expenses,  and  in  advances,  and  in  carry- 
ing notes  and  in  losses  —  for  the  life  insurance  business  is  no  ex- 
ception to  any  other,  there  are  some  losses  in  connection  with  it, 
some  agents  do  not  make  good,  and  some  notes  are  not  paid,  and 
if  a  man  keeps  his  losses  within  five  per  cent,  the  general  agent 
is  doing  very  well  —  to  meet  all  these  things,  unless  the  general 
agent  has  a  fortune  of  his  own,  it  is  necessary  to  make  him  some 
advances. 

Q.  And  the  security  for  the  renewals  is  the  advances  ?  A.  Yes, 
sir. 

Q.  What  proportion  of  the  renewal  commissions  do  you  think 

■  it  is  safe  to  make  in  advances?     A.  It  depends  entirely  on  the 

agent,  the  general  agent,  the  agency,  the  general  class  of  the 
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business,  the  location  of  tke  agency,  the  general  reputation  of  the 
men  working  for  the  agent,  and  a  great  many  things. 

Q.  Well,  on  the  average,  according  to  your  experience?  A. 
Why,  I  think  that  a  business  will  pay  out  to  the  society  anywhere 
from  four  to  seven,  or  eight,  or  nine  renewals,  depending  on  the 
general  manner  in  which  the  business  is  written. 

Q.  Then  your  two  points,  maximum  and  minimum,  would  be 
four  and  nine?  A.  I  say  somewhere  between  four  and  nine 
would  be  the  amount  that  would  probably  be  paid  back  to  the 
company. 

Q.  iN'ow,  the  practice  of  the  Equitable  in  making  advances  is 
to  make  the  advances  at  the  very  time  the  insurance  is  written, 
is  it  not  ?    A.  No,  sir. 

Q.  When  is  it  made,  within  what  time?  A.  At  such  times  as 
it  is  required  by  the  agency. 

Q.  But  if  in  a  given  year  an  agency  has  written  a  certain 
amount  of  business  you  deem  that  agency  entitled,  in  addition  to 
commissions  to  certain  advances  against  renewals,  don't  you? 
A.  Not  necessarily.  If  we  feel  that  the  agent,  from  what  we 
know  of  his  business,  requires  certain  advances  to  enable  him  to 
]naintain  his  business,  we  give  it  to  him.  We  have  certain  gen- 
eral agencies,  where  we  let  them  draw  an  advance  of  so  much  per 
month.  We  know  about  what  their  requirements  for  expenses 
are.  We  know  about  what  they  require  to  keep  their  agents 
going.  We  know  about  how  large  the  business  is  that  they  are 
doing,  and  so  we  give  them  a  monthly  credit,  terminable  at  our 
pleasure,  at  any  time.  Then,  there  are  other  general  agencies, 
where  we  give  them  an  established  credit  of  two  thousand  dollars, 
three  thousand  dollars,  five  thousand  dollars,  at  a  time,  and  we 
have  cashiers  at  practically  all  these  agencies  who  are  our  em- 
ployees, and  this  credit  can  be  paid  only  for  the  specified  purpose 
we  mention  in  the  letter,  and  the  cashier  will  not  pay  it  out 
unless  those  instructions  are  entirely  complied  with,  so  we  know 
it  is  being  paid  out,  and  it  is  reported  back  to  us  each  month. 

Q.  Don't  you,  as  a  matter  of  fact,  make  general  advances  to 
all  your  general  agents?    A.  No. 

Q.  To  how  many  do  you  not?  A.  I  could  not  say,  but  we 
have  a  good  many  who  do  not  i-equire  advances. 

Q.  How  many  general  agents  have  you?  A.  We  have  sixty- 
eight  general  agencies  carrying  exclusive  territory,  I  mean  by 
that  where  we  have  assigned  them  a  State,  or  part  of  a  State,  or 
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Iwo  States,  exclusive  territory  under  their  management.  We 
have  seven  different  agencies  that  are  conducted  by  salaried 
managers.  We  have  five  general  agencies  at  the  present  time 
managed  by  the  cashiers.  We  have  seventy-three  general  agen- 
cies in  the  metropolitan  field,  that  is,  like  I^ew  York,  Chicago, 
Boston,  Philadelphia,  fields  that  are  not  exclusively  assigned  but 
they  are  open  to  different  agents,  where  we  can  put  in  as  many 
as  we  want  to.  We  have  sixty  direct  contracts  with  writers  in 
metropolitan  fields  and  eight  other  contracts  with  ex-managers, 
that  covers  our  direct  contracts,  except  such  as  are  made  with 
salaried  managers  in  the  field  I  spoke  of. 

Q.  How  many  of  these  get  advances?  A.  I  could  not  say 
without  looking  it  up. 

Q.  Would  a  majority  of  them?  A.  A  majority  of  them,  yes, 
sir. 

Q.  The  great  majority  of  them?     A.  Yes. 

Q.  Is  it  not  a  fact  when  you  decreased  the  rate  of  commission 
from  60  to  50  per  cent,  on  the  first  year's  business  you  increased 
the  amount  of  the  advances?     A.  Yes. 

Q.  To  what  extent?  A.  It  is  difficult  to  tell  that  as  a  per- 
centage. I  can  teU  you  what  it  has  been  increased  in  the  aggre- 
gate of  each  year  since. 

Q.  Yes,  I  wo^ld  be  glad  to  have  that.  A.  I  think  I  explained 
to  you,  Mr.  Hughes,  that  previous  to  that  time  the  agent  only 
had  to  turn  into  us  25  per  cent,  of  the  premium.  Since  that  time 
he  has  to  turn  in  to  us  50  per  cent,  of  the  premium  in  addition 
to  carrying  all  his  other  expenses. 

Q.  Yes,  but  I  want  to  know  against  that  what  has  been 
advanced  back  to  him?  A.  And  that  is  why  —  I  will  show  you 
that  exactly.  From  the  end  of  1899  down  to  the  end  of  1904, 
five  years,  our  advances  increased  a  little  over  $3,100,000.  Our 
total  new  premiums  of  the  Society  during  that  time  were 
$37,932,196.  Under  the  old  regime,  if  that  applied  to  all  those 
old  premiums  you  can  see  we  have  received  a  little  over  nine  mil- 
lion dollars,  about  nine  and  one-quarter  millions  and  under  the 
new  arrangement  if  it  applied  to  all  of  the  agencies  it  would  bo 
about  double  that  amount  or  about  eighteen  and  one-half  millions. 
So  from  that  you  can  see  about  what  the  percentage  to  total  pre- 
miums of  increase  of  advances  was.  It  was  about  10  per  cent.  In 
other  words  we  saved  directly  10  per  cent,  on  the  first  year's  pre- 
miums and  the  10  per  cent,  of  first  year's  premiums  in  the  aggre- 


TesUmony  of  Gage  E.  Tarhell  2627 

gate  was  some  $600,000  more  than  the  increase  of  advances.  I 
maintain  that  it  is  a  good  deal  better  for  the  Society  to  advance  a 
certain  amount  of  money  against  good  securities  than  it  is  to  give 
it  outright  as  a  commission. 

Q.  The  advance  against  good  security  is  the  advance  against 
good  renewals?    A.  Yes. 

Q.  What  amount  has  been  advanced  to  J.  Bohm  Brothers  ?  A. 
I  could  not  say  without  looking  it  up. 

Q.  Can  YOU  tell  me  whether  it  amounts  to  about  $30,000?  A. 
I  would  not  be  able  to  say  that.    It  is  a  large  amount. 

Q.  Do  you  know  what  the  renewal  commissions  of  J.  Bohm 
Brothers  are  ?  A.  I  could  not  tell  without  looking  it  up.  They 
have  produced  a  very  large  business  here  in  Xew  York. 

Q.  Is  it  not  a  fact  that  their  total  renewal  commissions  amoniit 
to  less  than  10  per  cent,  of  the  amount  of  their  advances  secured 
thereby?  A.  I  should  say  not,  offhand.  I  could  look  up  that  and 
give  you  the  specific  information  if  you  want. 

Q.  Do  you  know  whether  that  is  true  of  the  advances  made 
to  H.  J.  Powell  ?  A.  I  should  say  that  the  credit  to  the  Bohm 
agency  for  instance  during  this  year  wotild  be  certainly  the  better 
part  of  $100,000. 

Q.  What  do  jow  mean  by  the  credit  to  the  Bohm  agency?  A. 
The  amount  of  credit  that  would  come  to  them  by  reason  of 
their  renewal  commissions  which  are  applied  to  extinguishing 
their  indebtedness. 

Q.  You  mean  their  renewal  commissions  amount  to  $100,000  ? 
A.  I  say  the  better  part  of  it.  I  could  not  tell  definitely  without 
looking. 

Q.  What  amount  of  advances  were  made  to  Mr.  Ilaynes 
when  he  was  an  agent  of  the  Equitable  Life?  A.  !Mr.  ITaynos 
received  advances  for  very  many  years  —  he  was  with  the 
company  very  many  years  before  severing  his  connection 
with  the  Society  some  seven  or  eight  years  ago,  eight  or  nine 
years  ago  I  think,  I  should  say  in  1895.  He  owed  the  Society 
at  that  time  several  hundred  thousand  dollars.  And  then  after 
being  away  about  two  years  with  the  Union  Central  he  came 
back  and  has  been  with  the  Society  since  and  I  think  has  been  its 
second  largest  producer  during  that  time.  I  could  not  tell  you 
exactly  what  advances  have  been  made  to  him,  but  a  very  large 
amount,  because  he  has  produced  a  very  large  amount  of  business. 

Q.  Were  his  advances  equivalent  to  six  renewals  ?  A.  Perhaps. 
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Q.  Do  you  know  what  advances  were  made  to  Mr.  Mix?  A. 
I  don't  know  exactly  sir,  witlioiit  looking. 

Q.  Were  his  advances  equivalent  to  fifteen  renewals?  A.  I 
should  say  not. 

Q.  To  about  how  many  renewals  would  you  say?  A.  I  colild 
not  say  as  a  fact. 

Q.  Upwards  of  twelve?  A.  My  impression  would  be  not  less 
than  that,  sir. 

Q.  What  advances,  or  to  how  many  renewals  does  the  amoimt 
of  Mr.  Powell's  advances  amount  to?  A.  I  could  not  say  with- 
out looking. 

Q.  I  should  be  glad  to  have  you  give  me  that  information  and 
in  connection  with  that  I  would  like  to  know  this,  what  percent- 
age. I  can  tell  you  what  it  has  been  increased  in  the  year's  com- 
mission and  the  total  renewal  commission  which  the  general  agents 
get  under  the  maximum  ra'te?    A.  Will  you  repeat  the  questj_on? 

Question  read. 

THE  WITNESS:  You  meap  about  what  the  first  year's  com- 
mission plus  the  commuted  renewals  would  be  equivalent  to  ? 

Q.  Take  it  this  way.  Yoii  have  say  50  per  cent,  first  year's  com- 
mission ?    A.  Yes. 

Q.  You  have  in  the  next  five  years  renewals  if  I  remember 
the  figures,  renewals  of  20  per  cent.,  Yi  per  cent.,  15  per  cent., 
7^  per  cent,  and  Y^  per  cent.?  A.  Running  that  up  to  the  fif- 
teenth year  you  would  like  to  know  what  the  equivalent  is  for 
the  one  year? 

Q.  Take  it  right  there.    A.  About  9Y  per  cent,  of  the  first  year's. 

Q.  Fifty  per  cent,  the  first  year,  twenty  per  cent,  the  second 
year,  Y^  per  cent,  the  third  year  and  15  per  cent,  the  fourth  year, 
Y^  per  cent,  the  fifth  year  and  Yi  per  cent,  the  six  year,  makes 
a  total  of  lOY^  per  cent.  A.  If  you  will  carry  that  up  to  and 
including  the  fourteenth  year  you  will  find  it  is  155  per  cent. 
But  the  premiums  do  not  all  renew.  Of  the  premiums  put  on 
the  books  the  first  year  from  say  50  to  80  per  cent,  renew  the 
second  year.  There  is  a  certain  amount  of  lapses,  say  5  per  cent., 
the  third  year.  Then  the  fourth  year  there  are  from  10  to  15  per 
cent,  of  lapses.  So  that  the  commuted  value  of  those  commis- 
sions of  the  first  year  and  renewal  is  about  9Y  per  cent.,  based 
upon  the  experience  of  the  Society. 
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Q.  I  wanted  to  get  at  what  amount  of  money  in  ^^roportion  to 
the  first  year's  premiums  an  agent  would  get  in  hand  who  had  an 
advance  equivalent  to  six  renewals?  A.  But  those  advances  would 
Hut  be  in  connection  wjjh  one  year's  business,  Mr.  Hughes. 

Q.  Well,  that  were  made  in  a  given  year?  A.  They  might 
cover  all  of  his  business,  he  might  have  a  great  many  previous 
years  to  his  credit  against  which  the  advances  were  made. 

Q.  Yes,  but  this  runs  on  an  average,  I  suppose.  A  man  who 
remains  with  yon,  a  certain  number  of  years  does  a  certain  amovmt 
each  year,  and  if  you  find  his  business  growing  you  let  him  have 
more,  and  if  it  is  stationary  about  the  same,  and  if  less  you  let 
him  have  a  less  amount?  A.  It  depends  upon  the  requirements. 
They  get  up,  some  of  them,  where  they  do  not  require  any  ad- 
vances. Take  Mr.  Woods,  for  instance,  he  draws  his  renewals. 
Q.  You  did  not  let  him  have  any  advances?  A.  No.  His  is 
the  largest  general  agency  in  the  United  States. 

Q.  Suppose  a  man  in  a  year  gets  advances  which  are  equivalent 
to  six  renewals,  that  is,  he  got  in  money  against  the  renewals,  a 
sum  equivalent  to  six  renewal  commissions?    A.  Yes. 

Q.  Then,  on  the  basis  of  the  maximum  he  would  be  getting 
an  equi\'alent  to  one  hundred  and  seven  and  one-half  per  cent, 
of  the  first  premium?  A.  l^o,  about  a  hundred,  because  when 
we  say  a  renewal  we  do  not  mean  this  twenty  and  fifteen  per 
cent,  we  spread  them  over  a  period  of  years,  and  add  them  at 
seven  and  one-half  per  cent.,  otherwise  we  would  not  know  what 
we  were  talking  about. 

Q.  It  is  not  a  fact  that  agents  of  your  company  have  received 
in  years,  through  their  commissions  and  advances,  an  amount 
equal  to  more  than  one  hundred  per  cent,  of  their  first  year's 
business?     A.  Some  agents,  some  years,  yes. 

Q.  Take  Mr.  Mix,  for  example.  I  have  here  a  suggestion,  I 
don't  know  whether  it  is  accurate  or  not,  that  advances  have 
been  made  to  him  equal  to  fifteen  renewals.  A.  I  think  that  is 
a  mistake,  Mr.  Hughes. 

Q.  Well,  assuming  it  to  be  a  mistake,  take  it  as  twelve  re- 
newals, there  would  be  an  amount  in  hand  which  would  be  equiv- 
alent to  one  hundred  and  seventy-five  per  cent,  of  the  first  year's 
premiums?  A.  In  order  to  conduct  our  business  and  keep  it 
growing,  we  necessarily  have  to  employ  new  men.  Every  time 
we  employ  a  new  man,  he  is  something  of  an  experiment.  We 
cannot  tell,  perhaps  for  a  year  sometimes,  or  two  years,  whether 
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lie  is  going  to  develop  into  a  successful  general  agent,  or  not. 
Then,  again,  wherever  we  are  required  to  put  in  a  new  general 
agent  it  has  almost  always  been  because  something  has  happened 
to  the  old  one,  or  there  is  something  wjong  with  the  field.  It 
is  something  like  a  house  that  is  not  tenantable,  it  has  to  be  put  in 
order  before  you  can  get  a  proper  rent  from  the  house,  and  an 
expenditure  has  to  be  made,  and  we  may  have  to  expend  consider- 
able for  a  general  agent  before  we  have  got  the  field  into  a  posi- 
tion where  it  will  give  a  satisfactory  return.  So,  sometimes  in 
starting  men  who  are  with  us,  one  or  two  years,  the  expense  vnll 
seem  to  be  abnormal,  but  I  have  seen  many  accounts  where  the 
agent  owed  us  ten  or  fifteen  renewals  become  very  desirable  ones. 

Q.  But  you  would  not  approve  of  the  principle  of  giving  ad- 
vances to  a  man  that  would  equal  ten  renewals  ?  A.  Not  at  all, 
no,  sir. 

Q.  Because  it  would  be  your  object A.  l^or  eight,  nor 

seven,  nor  six. 

Q.  No.  Take  Mr.  Mix,  for  example,  did  you  get  him  over  from 
the  New  York  Life?     A.  Yes,  sir. 

Q.  When  was  that  ?     A.  The  first  of  January,  1900. 

Q.  Now,  in  round  figures,  how  much  has  been  advanced  to  him  ? 
A.  I  could  not  say  without  referring  to  the  account. 

Q.  Is  it  upward  of  three  hundred  thousand  or  two  hundred  and 
fifty  thousand?  A.  I  would  rather  look  that  up  for  you.  It  was 
quite  a  large  amount,  but  I  could  give  you  a  little  history  of  that 
particular  if  you  would  like  to  have  it. 

Q.  Yes.  A.  In,  I  think,  1894,  we  entered  into  an  understand- 
ing that  I  negotiated  with  the  New  York  Life  Insurance  C'om- 
-pany  whereby  we  would  not  employ  each  other's  agents  without 
getting  the  permission  of  the  other  company,  because  we  felt  it 
wiis  better  for  the  interests  of  our  agents,  and  better  for  the  inter- 
ests of  the  companies  that  we  should  do  that.  It  is  not  a  good 
thing  for  any  agent  working  for  any  company  to  have  an  eye 
open  and  an  ear  open  to  see  whether  he  can  do  better  with  some 
other  company  or  not,  because  the  temptation  is  frequently  there 
to  get  them.  That  understanding  went  along  very  nicely  until 
the  end  of  1899.  It  was  at  the  beginning  of  1900  that  we  reduced 
our  compensation,  so  that  our  agents  could  only  draw  down  fifty 
per  cent,  of  each  premium,  instead  of  seventy-five  per  cent,  of  each 
premium,  as  they  had  been  doing. 

In  order  to  put  the  new  arrangement  into  effect,  it  was  neces- 
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sary  for  us  to  give  all  of  our  agents  thirty  days  notice  of  the 
termination*  of  their  contracts,  which  we  did  at  the  Slst  of  De- 
cember. Well,  at  just  about  the  time  those  contracts  were  to  go 
into  effect,  the  new  contracts  and  the  old  ones  expired,  we  received 
a  letter  one  morning,  mailed  to  us  the  night  before,  without  any 
warning,  to  the  effect — from  the  New  York  Life  Insurance  Com- 
pany, to  the  effect  that  the  understanding  we  had  had  since  1894 
as  to  the  non-employment  of  each  other's  agents,  they  elected  to 
cancel.  We  learned  a  little  while  later  that  they  had — one  of  their 
officers  had  telegraphed  our  agents — their  agents,  pretty  generally 
the  night  before,  that  the  understanding  with  the  Equitable  had 
terminated,  and  another  one  of  their  officers  telegraphed  their 
same  representatives  that  they  expect  them  to  get  so  many  new 
agents  in  a  certain  length  of  time,  or  words  to  that  effect,  so  it 
was  pretty  generally  understood  all  over  the  country  that  the 
agr<^ment  with  the  Equitable  had  terminated  and  we  received 
notii'e  of  it  ourselves. 

Of  course,  you  can  imagine  that  the  situation  was  quite  serious, 
to  have  another  company  start  out  to  get  as  many  of  our  agents 
as  possible  at  a  time  when  we  had  reduced  by  one-third,  thirty- 
three  and  one-third  per  cent.,  the  amount  of  money  that  tliey 
could  draw  dowm  I  immediately  wired  our  general  agents  all 
over  the  country  to  stand  by  their  guns  and  see  that  they  did  not 
lose  any  agents,  and  they  obeyed  those  instructions  very  generally 
and  very  nicely,  and  they  did  stand  by  us.  And  as  the  efforts 
progressed,  I  saw  that  it  would  perhaps  be  wise  to  let  the  other 
people  understand  that  the  getting  of  other  companies'  agents 
was  a  game  that  two  could  play  at.  And,  as  I  knew  that  Mr. 
Mix  was  at  the  head  of  the  Manhattan  department,  the  largest  de- 
partment of  the  New  York  Life  Insurance  Company,  department 
which  with  all  its  branches  had  produced  about  eleven  million 
dollars,  I  think  for  them,  in  the  year  1899',  I  thought  perhaps  if 
Mr.  Mix  and  his  agents  generally  should  draw  off  and  come  to 
the  Equitable,  it  might  make  up  for  some  few  agents,  some  very 
few  that  might  leave  the  Equitable  and  go  to  the  New  York  Lif e^, 

So  I  arranged  to  meet  Mr.  Mix,  and  I  met  him  on  a  S^tuvdiay 
and  had  lunch  down,  I  think,  at  the  Lawyers'  Cliiub),  andi  I  spen,t 
the  afternoon  with  himself  and  his  brothej-in-law  there^  and  when 
we  left  there,  Saturday,  toward  evening,  it  was  to  meet  at  an 
uptown  hotel  the  next  afternooB,  o©  Sunday. 

It  was  a  good  job,  and  I  ^hQ-Vght  it  would  not  do  any  harm  to 
do  it  on  a  good  day, 
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Mr.  Mix  was  to  meet  me  together  with,  I  think)  the  six  or  seven 
or  eight  men  who  were  at  the  head  of  the  diiJerent  "departments 
under  him  in  'Sew  York.  We  met  at  three  o'clock.  We  ad- 
journed at  nine  o'clock  for  dinner. 

We  finished  our  session  about  five  o'clock  Monday  morning,  at 
which  time  the  gentlemen  had  written  their  resignations,  sent 
them  to  the  'New  York  Life,  and  they  had  agreed  to  go  to  work 
for  the  Equitable.  And'  I  think  between  that  time  and  daylight, 
about  three  hundred  men  under  them  had  received  telegrams  to 
meet  them  at  their  respective  homes  on  Monday,  and  before  noon 
on  Monday  two  hundred  of  them  and  more  were  carrying  Equi- 
table rate  books  and  representing  the  Equitable  Life,  and  Mr. 
Mix  was  the  head  of  the  agency. 

Q.  How  much  did  the  Equitable  have  to  pay  for  that  ?  A.  Not 
one  dollar,  not  one  single  dollar.  We  never  gave  Mr.  Mix  one 
dollar  more  than  we  paid  our  regular  maximum  general  agents. 

BY  ME.  COX: 

Q.  What  was  the  inducement  for  him  to  leave  his  former  em- 
ployers and  go  over  all  at  once  ?  A.  To  go  to  work  on  the  com- 
mission and  renewal  basis  instead  of  working  on  the  salary  basis, 
which  would  limit  the  income  he  could  possibly  make. 

THE  CHATRMAlSr:  That  agreement  was  reached  along  to- 
ward morning. 

BY  ME.  HUGHES: 

Q.  I  would  like  to  know  with  reference  to  him  at  what  rale 
his  renewals  go  in  at  the  present  time  ?  A.  Mr.  Mix,  I  could  not 
say  as  to  that.  M*.  Mix  does  not  owe  the  Society  a  dollar,  though; 
that  account  should  have  been  written  off. 

Q.  What  do  you  mean  by  that?  A.  I  mean  by  that  that  at 
the  expiration  of  one  year,  I  think  it  was,  or  two  years,  that  the 
department  men,  under  Mr.  Mix,  who  had  been  working'  for  him 
under  sub-commissions,  were  unwilling  to  continue  to  work  on 
a  sub-basis;  he  had  several  different  departments  under  him,  and 
in  order  to  leave  him  a  margin  they  had  what  you  might  call  n 
sub-contract  commission;  and  in  order  to  hold  those  men  Mr. 
Mix  agreed  to  give  up  his  agency  and  let  us  make  direct  contract, 
with  all  those  different  departments;  and  in  connection  with  hi? 
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doing  thiit  it  was  understood  and  agreed  with  Mr.  Mix  that  his 
renewals  would  be  commuted,  and  the  only  reason  why  that  ha^ 
not  been  done,  or  written  off,  is  because  there  are  certain  things 
in  connection  with  that  that  they  had  never  yet  had  adjusted;  and 
regarding  that  I  would  say  that  the  maU  who  was  put  in  charge 
of  that  matter,  one  of  our  g6od  rtien,  was  taken  ill,  and  has  been 
ill  for  some  years,  and  it  was  left  for  a  long  time  hoping  that  he 
would  recover  so  that  he  would  complete  the  auditing  of  the  mat- 
ter, and  have  it  written  off.  But  he  has  never  recovered  and  I 
have  understood  somebody  else  is  on  that  matter  now,  but  in 
reality  Mr.  Mix  is  not  indebted  to  tire  Society  one  dollar. 

Q.  That  is  because  of  the  arraiigeinent  of  commuted  commis- 
sions? A.  In  consideration  of  his  agreeing  to  surrender  all  of 
those  agents  under  him  so  that  we  could  make  general  agency 
contracts  with  the  different  people  and  different  men  under  him, 
we  agreed  to  commute  his  renewals. 

Q.  How  much  did  yOu  agree  to  pay  him  on  that?  A.  We 
agreed  to  accept  his  renewals  for  his  indebtedness. 

Q.  What  was  his  indebtedness?     A.  I  don't  remember,   sir. 

Q.  But  the  books  have  not  been  written  up  on  that  basis? 
A.  The  books  have  not  been  written  up  and  as  I  understand  it 
the  reason  why  this  indebtedness  appears  so  large  is  because 
the  renewals  have  not  been  credited  to  that  account  since  that 
time  for  the  last  four  years,  on  account  of  the  fact  that  it  was 
commuted,  so  that  the  transaction  is  not  a  correct  one. 

Q.  We  can  get  full  information  in  regard  to  that?  A.  I 
don't  think  I  can  give  you  full  inforrtiation  in  regard  to  that 
because  it  has  not  been  written  up  and  it  is  oiie  of  those  things 
that  has  been  left  that  way.  The  chartered  accountants  have 
been  asked  to  look  into  that  matter,  and  render  a  statement  in 
regard  to  it  which  they  have  not  done. 

BY  ME.  OOX: 

Q.  I  understand  this  fifty  per  cent,  basis  you  offered  him 
was  more  liberal  than  the  terms  the  New  York  Life  was  paying 
him  at  that  time?  A.  Mr.  Mix  was  getting  a  salary  from  the 
Xew  York  Life;  the  other  agents  were  on  a  commission  basis, 
but  they  were  sub-agents  under  Mr.  Mix  and  he  thought  the 
opportunity  for  him  under  a  general  agent's  contract  was  better 
than  a  salary  arrangement,  and  for  that  reason  he  was  willing 
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to  make  the  change,  and  in  making  the  change  the  others  came 
with  him,  because  it  gave  them  an  opportunity  for  getting  com- 
missions, and  renewal  contracts  that  they  thought  were  ultimately 
better  for  them. 

Q.  More  liberal  than  the  New  York  Life's  term?  A.  It 
depends  a  little;  they  were  plainer;  it  was  better  understood. 
The  agents  know  exactly  what  the  coflamission  is;  they  did  not 
know  what  the  Nylic  was. 

Q.  You  think  they  don't  know?  A.  I  always  feared  it  would 
take  them  a  great  deal  of  time  to  determine  just  what  it  was. 

Q.  And  which  do  you  say  to  your  judgment  is  mor«  liberal 
to  the  agents  —  your  terms  or  the  New  York  Life's  terms? 
A.  That  depends  on  a  great  deal.  I  think  a  good  man  can 
make  more  money,  a  successful  man,  a  first  class  man,  a  high, 
grade  man  can  make  more  money  under  a  commission  renewal 
contract  such  as  we  give  than  they  can  make  under  any  salaried 
arrangements  or  the  other  arrangements  that  the  New  York 
Life  had. 

Q.  You  took  over  all  their  men,  good  and  bad?  A.  That 
were  connected  with  this  agency,  and  those  men  worked  with 
ut  on  commission,  and  if  they  were  not  good  men  they  did  not 
get  much.  The  beauty  of  the  commission  is  that  it  pays  a  man 
for  what  he  does,  like  piece  work  in  a  factory — the  more  he 
does,  the  more  he  gets,  you  see. 

Q.  Unless  he  has  had  advances?  A.  Unless  he  has  had  ad- 
vances. 

Q.  When  those  men  connected  with  Mix  came  into  direct  re- 
lation with  the  company,  did  you  make  them  advances  ?  A 
They  were  made,  yes,  sir,  more  or  less  advances. 

Q.  Then  was  the  practical  operation  that  the  amount  of 
money  that  had  formerly  been  advanced  to  Mr.  Miy  \\as  nnv 
advanced  to  the  men  under  him?  A.  The  men  under  Mr.  Mix 
assumed  that  proportion  of  the  advances  that  were  made  to  other 
men  at  the  time  under  him,  so  that  a  large  part  of  Mr.  Mix's 
indebtedness  was  assumed  by  those  other  people. 

Q.  They  had  no  renewals  as  security?  A.  They  had  be- 
cause each  man  that  worked  under  Mr.  Mix  had  renewals  —  the 
difference  between  1\  and  5  per  cent. 

Q.  Then  what  Mr.  Mix  had  to  commute  was  a  margin  of  two 
and  a  half  in  the  renewals.    A.  His  equity  in  the  renewals. 

Q.  Do  you  know  what  that  amounted  to?  A.  I  do  not.  for 
the  reason  I  have  stated. 
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Q.  What  is  your  practice  in  the  Equitable  in  regard  to  allow- 
ing an  agent  to  commute  the  amount  of  his  renewal  premiums 
for  a  certain  percentage  of  the  business  that  is  turned  in?  A. 
General  agents  have  not  been  permitted  since  1900  to  commute 
sub-agents'  renewal  commissions,  simply  because  we  did  not  want 
to  allow  them  to  beat  around  the  bush  in  that  way  and  pay  re- 
newal commissions. 

Q.  What  amount  is  paid  by  the  Equitable  now  in  commuting 
commissions  ?     A.  I  could  not  tell  you  that  offhand. 

Q.  I  understand  that  no  jiayment  of  any  sort  was  pai'd  to  Mr. 
Mix  to  get  him  over  to  the' Equitable?  A.  ISTone  whatever,  not 
a  dollar,  no,  sir. 

Q.  Were  any  policies  of  insurance  taken  over  from  the  New 
York  Life  in  connection  with  the  transfer  of  agents  ?  A.  Xotliin-j; 
that  I  know  of,  no,  sir.  I  don't  know  that  I  know  just  what  you 
mean  by  that.     No  policies  of  insurance  can  be  taken  over. 

Q.  I  do  not  mean  taken  over  in  a  technical  sense,  but  whether 
they  were  surrendered  and  new  policies  taken  out?  A.  ISTot  that 
I  know  of.  We  have  always  discouraged  anything  of  that  kind, 
with  any  company. 

BY  MK.  COX: 

Q.  You  were  not  at  that  time  discouraging  anything  that  would 
injure  the  New  York  Life  ?  A.  We  were  not  resorting  to  any- 
thing that  we  .did  not  think  was  good  business.  We  believed  in 
fighting  fairly,  but  fighting  hard.     That  is  my  motto. 

BY  MR.  HUGHES: 

Q.  You  testified  before  Superintendent  Hendricks  with  re- 
gard to  the  agents'  accounts  which  were  transferred  to  trust 
companies  before  December  30,  1904;  those  amounts  are  how 
much  ?  A.  The  total  amount  that  was  transferred  to  trust  com- 
panies as  of  the  end  of  1904,  I  think,  was  $5,813,184.87. 

Q.  And  that  amount  was  in  addition  to  what  appears  in  the 
published  report  under  date  of  December  31,  1904,  as  agents' 
balances?     A.  Yes,  sir  —  $1,514,639.90. 

Q.  Were  the  amounts  assigned  to  the  trust  companies  or  any 
part  of  them  reassigned  to  the  Equitable  after  January  1,  1905  ? 
A.  No  part  of  those  balances  have  been  reanigned  to  the  Equi- 
table. 
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Q.  Then  the  $5,800,000  of  agents'  accoimts  were  still  held  by 
the  trust  companies  under  which  they  were  assigned  before  De- 
cember 30,  1904  ?    A.  Yes,  sir. 

.  Q.  And  the  rate  of  interest  upon  those  accounts  is  what  ?     A 
The  rate  of  interest  paid  by  the  agents  you  mean? 

Q.  By  the  agents  to  the  trust  company  ?    A.  Five  per  cent. 

Q.  And  the  rate  of  interest  received  by  the  Equitable  upon  the 
balances  in  the  trust  companies  is  Avhat  amount  ?  A.  One  of 
them  three  per  cent.,  and  on  the  other  two  and  a  half. 

Q.  The  amount  of  those  agents'  balances  were  paid  in  what  -(vay 
at  the  time  of  the  assignment  —  that  is  paid  by  the  Equitable  in 
what  way?    A.  By  a  check,  I  suppose,  to  the  trust  companies. 

Q.  Placed  to  the  credit  of  the  Equitable  Company  in  its  ac- 
count with  the  trust  company  ?  A.  I  suppose  so,  or  by  check  —  I 
don't  know  just  which. 

Q.  The  guarantee  was  given  to  the  trust  companies  as  to  the 
payment  of  the  amounts  so  placed  to  the  credit  of  the  Equitable? 
A.  Only  a  guarantee  to  the  effect  that  the  amount  was  due  to  the 
agent  and  that  the  amount  assigned  did  not  exceed  five  times  one 
renewal. 

Q.  Was  that  the  fact  that  the  amounts  assigned  did  not  exceed 
five  times  one  renewal?  A.  I  so  understand;  yes,  sir,  I  believe 
that  to  be  the  fact. 

Q.  What  discrimination  was  made,  or  what  particular,  distinc- 
tion was  there  between  the  agents'  balances  assigned  and  the 
agents'  balances  retained?  A.  They  simply  picked  out,  I  think, 
such  balances  as  they  wished  to  assign — the  oiRcers  arranged  that, 
and  made  the  assignment  covering  the  amount  which  they  wished 
to  transfer. 

Q.  Was  the  object  of  that  anything  other  than  to  have  the 
amount  of  agents'*  balances  in  the  annual  report?  A.  I  suppos.e 
that  the  object  was  for  the  purpose  of  realizing  on  the  account  in 
that  way  so  that  it  could  be  treated  as  an  admitted  asset.  I  have 
always  supposed  that  that  was  the  case. 

Q.  Is  any  business  done  by  the  Equitable  on  a  brokerage  basis? 
A.  None  to  speak  of. 

Q.  Do  you  accept  business  from  those  who  bring  it  in  who  are 
not  regular  agents  of  the  Equitable?  A.  No,  sir,  it  is  referred  to 
some  agent. 

Q.  It  has  to  be  dealt  with  directly  through  an  agent?     A.  Oh, 
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there  is  a  very  little  business: — I  think  very  little,  maybe  a  very 
few  thousand  dollars  written;  there  is  no  business  practically  comes 
in  that  way,  Mr.  Hughes,  people  don't  go  after  life  insurance,  the 
agent  has  to  go  after  it. 

Q.  I  show  you  the  statements  which  are  made  in  the  Frick  re- 
port with  regard  to  the  combined  accounts  of  Bohm  and  J-  Bohm 
&  Bro.  showing  annual  renew^al  interests  of  $39,400,  and  that  the 
advances  made  to  them  aggregated  $432,272,  or  equal  to  eleven 
annual  renewals.     Is  that  statement  correct?     A.  It  is  not. 

Q.  In  the  same  Frick  report  is  a  statement  of  A.  C.  Haynes, 
]Srew  York,  that  the  total  advances  amount  to  $870,000,  or  about 
six  times  the  annual  renewal  interests — is  that  statement  correct? 
A.  I  am  not. sure.  I  know  the  Frick  Committee  made  no  ex- 
amination of  our  agents'  accounts. 

Q.  Where  did  they  get  these  figures?  A.  I  understand  that 
the  four  or  five  supposedly  worst  accounts  on  the  books  were 
picked  out  by  gentlemen  down  to  the  Equitable  and  given  to  the 
committee,  and  on  that  the  committee  based  this  report,  and  they 
never  made  any  examination  of  all  the  accounts  of  the  agencies 
that  were  made  up  for  them  because  they  never  left  the  Society's 
possession. 

Q.  Here  is  a  reference  to  Mr.  Mix's  account:  Annual  renewal'3 
stated  to  be  $30,000.  Advances  carried  on  the  Trust  company's 
books,  $100,000;  on  the  Society's  books,  $197,145;  total,  $297,- 
143,  or  the  equivalent  of  fifteen  annual  renewals.  I  am  referring 
to  the  Frick  report.  Is  that  correct?  A.  I  have  just  given  you  a 
full  explanation  of  the  Mix  account. 

Q.  That  is  not  accurate  ?     A.  I  think  not. 

Q.  As  to  the  statements  as  to  Mr.  Powell's  account,  annual  re- 
newals $34,100,  the  advances  $410,476,  or  the  equivalent  of  twelve 
annual  renewals.  Is  that  accurate?  A.  It  is  my  understanding 
that  it  is  not. 

Q.  As  these  matters  have  appeared  as  I  have  stated  them  in 
the  Frick  report,  I  should  be  glad  to  have  you  present^a  state- 
ment of  the  amounts  of  advances,  and  of  the  renewal  interest, 
the  amounts,  of  those  parties  I  have  named,  and  also  such  fur- 
ther statements  on  the  record  of  the  Society  as  will  give  us  exact 
data  as  to  the  extent  to  which  advances  have  been  made  to  agents  ? 
A.  The  statement  I  just  gave  you  a  few  moments  ago  covers  the 
advances  as  also  the  amount  of  new  premiums  written,  as  a 
whale,  a  saving  to  the  Society  by  reason  of  the  rediiction  of  com- 
missions; and  in  addition  to  that  if  we  had  continued  the  bonus 
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svftcm  si)ice  Jaunary,  it  would  have  been  necessary  for  us  to 
liave  paid  ont  on  the  same  ratio  of  former  years  more  than 
$1,500,000  in  bonuses,  and  then,  in  addition,  again,  under  our 
c-lianged  system,  we  have  very  greatly  improved  the  quality  of 
our  business,  we  have  increased  its  renewal  value. 

Q.  I  would  like  to  get  at  the  amount  of  advances  to  agents  in 
an  authoritative  way  so.  that  we  would  know  exactly  what  figures 
could  be  relied  upon  or  any  conclusion  that,  might  be  drawn. 
Perhaps  you  could  state  now  whether  it  would  be  fair  to  say 
that  in  many  cases  through  the  advances  based  upon  renewals 
and  the  first  year's  commission,  the  agents  get  from  75  to  95  per 
(!cnt.  of  the  first  year's  premium?  A.  I  have  no  doubt  but  what 
there  are  cases  where  the  agents  get  75  to  95  per  cent,  of  the 
iirst  year's  premium.  I  would  like  to  say  that  the  business  of 
life  insurance  is  not  entirely  different  from  that  of  banking  or 
merchandizing  or  manufacturing  in  that  we  are  bound  to  get 
sojne  luisatisfactory  accounts;  but  I  think  when  looked  at  as  a 
whole,  your  committee  will  find,  Mr.  Hughes,  that  the  business 
of  the  Equitable  has  been  produced  at  a  very  reasonable  cost  in 
comparison  to  that  of  other  leading  companies. 

Q.  Yes;  it  is  not  to  animadvert  upon  the  Equitable  as  con- 
tj-asted  with  other  companies,  but  to  bring  out  the  facts  relating 
to  a  system,  and  ascertain  whether  it  is  not  the  fact  that  in  the 
Equitable  and  in  other  companies  through  advances  or  commis- 
sions or  both,  the  agents  do  not  in  fact  get  from  75  to  90  per 
cent,  of  the  business  that  is  written?  A.  As  near  as  I  have  been 
able  to  ascertain,  the  cost  of  producing  all  of  our  business  in  the 
United  States  and  Canada  to  our  agents  since  January  1,  1900, 
has  averaged  about  61  per  cent. 

Q.  You  say  the  cost  to  your  agents?  A.  Yes — I  mean  the 
first  year's.  Our  total  first  year's  commissions,  after  other  ex- 
penses and  .^l]o.wanccs  to  agents  and  all  losses  and  doubtful  ac- 
count, considered  on  a  most  careful  basis,  that  is,  allowing  very 
much  mo#l  for  losses  than  I  believe — allowing  fifty  per  cent,  more 
for  losses  than  I  believe  can  possibly  occur  in  connection  Avith 
advances  made,  the  total  cost  of  our  business  for  the  last  five  veaTi; 
is  61  and  a  fraction  per  cent. 

But  in  making  that  estimate  you  do  not  include  advances 
upon  accounts  where  you  think  there  Avill  be  no  loss?  A.  T-have 
included  an  average  loss  of  a,  .little  more  than  six  per  cent,  of  the 
jiremiums  written,  which  T  believe  is  more  than  fifty  per  cent, 
greater  than  the  loss  posiil.)]y  can  be. 
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Q.  Yes,  but  you  have  not  figured  tte  loss  on  ndvances  wlien- 
you  did  not  think  there  would  be  a  loss?  A.  We  have  taken  all 
our  present  advances  and  gone  over  them  and  valued  them  on  the 
most  conservative  basis,  and  added  to  any  possible  loss  that  \vc 
thought  there  co\ild  be  enough  to  bring  it  up  to  this  point. 

Q.  Exactly;  but  what  I  want  to  get  at  is  this:  Apart  from 
the  question  whether  there  would  be  a  loss  or  not,  whether  there 
are  ad\ances  or  commissions,  there  is  not  paid  out  in  a  given  year 
we  will  say,  an  amount  which  is  equivalent  to  from  75  to  95  per 
cent,  of  the  first  year's  business?  A.  On  certain  individual 
agents,  yes,  not  on  the  average;  on  the  average  it  brings  the  cost 
down  including  all  possible  losses  to  sixty-one  and  a  fraction  per 
cent,  of  the  first  year's  premium. 

Q.  I  think  you  do  not  see  exactly  my  point,  as  you  refer  to 
losses.  I  am  not  referring  to  losses,  estimated  or  real,  but  to  the 
actual  amounts  of  money  that  are  advanced,  and  if  you  add  to 
the  commissions  to  which  he  is  entitled  the  man  actually  received 
as  an  advance,  whether  you  think  it  is  coming  back  in  renewals 
or  otherwise,  that  aggregate  amount  will  equal  a  proportion  of  the 
first  year's  premiums — what  proportion  is  that?  A.  In  some  in- 
stances it  will  run  up  to  Y5,  80,  85,  90,  maybe  95  per  cent,  of 
the  premiums. 

Q.  In  such  cases  how  can  you  possibly  prevent  rebates?  A. 
We  cannot  prevent  rebating;  the  only  thing  we  can  do  is  to  pun- 
insh  the  rebater  when  we  find  him,  and  we  are  going  to  do  it. 

Q.  Despite  your  familiarity  with  this  practice  and  your  experi- 
ence with  such  matters,  you  have  not  been  able  to  find  them  out 
to  any  large  extent,  have  you?  A.  We  have  found  out  a  good 
many  and  we  have  dismissed  a  good  many.  Some  of  our  agents 
have  been  so  successful  in  doing  it  that  they  told  me,  and  I  believe 
they  tell  the  truth,  that  there  is  no  such  thing  as  a  rebate  kno\vn 
in  their  agency.  Take,  for  instance,  the  largest  agency  we  have— 
I  do  not  think  for  the  last  five  years  there  has  been  one  per  cent. 
of  the  business  of  the  Pittsburg  agency  that  has  carried  any  re- 
bate with  it.  We  have  other  very  large,  agencies  where  such  a 
word  as  rebate,  they  tell  me,  is  not  known,  where  the  general 
agent  is  sufficiently  in  touch  with  the  man  to  make  that  possible. 
It  is  especially  difficult  in  the  large  cities  to  watch  them  to  that 
extent,  but  we  have  taken  the  position  now  and  we  are  going  to 
any  extreme  to  find  out  whether  our  men  are  rebating;  if  neces- 
sary, we  will  try  to  put-up  cases  ouj-selves  and  find  it  out,  becavise 
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we  are  going  to  make  it  an  impossibility  for  men  to  stay  in  the 
Equitable  who  give  a  rebate. 

Q.  How  many  were  dismissed  in  1904  for  rebating?  A.  I 
know  more  than  twenty-five  were  dismissed  in  one  agency  this 
year.     I  cannot  say  how  many  were  dismissed  in  1904. 

Q.  Were  any  dismissed  in  1904?  A.  Yes,,  sir,  agents  were 
dismissed  in  1904. 

Q.  A  considerable  number?     A.  A  considerable  number,  sir. 

BY  THE  CHAIEMAN: 

Q.  For  rebating?     A.  For  rebating.^ 
BY  ME.  HUGHES: 

Q.  How  many  approximately  ?  A.  I  could  not  say  how  many. 
I  know  of  quite  a  good  many.  Of  course,  a  great  many  are  dis- 
missed by  our  general  agentg ;  we  don't  know  of  it  directly. 

Q.  Have  any  general  agents  been  dismissed  for  rebating  or 
countenancing  it  ?     A.  Yes. 

Q.  Who  ?  A.  I  think  I  would  like  to  look  that  up  to  tell  you 
definitely.  I  think  there  have  been  one  or  two.  I. think  there 
have  been  one  or  two  in  this  city  that  have  been  dismissed  within 
the  last  year  or  two. 

Q.  Look  that  up  for  me  by  to-morrow  morning.  Now  you 
said  a  little  while  ago  that  your  change  in  the  practice  of  the 
company  with  regard  to  commissions  brought  about  a  better 
quality  of  business  and  prevented  lapsing  to  some  extent.  I 
would  be  very  glad  to  have  on  the  record  the  figures  with  refer- 
ence to  that?  A.  Of  the  business  issued  in  '95,  BY. 56  per  cent, 
of  it  was  not  renewed  the  next  year.  Of  the  business  written 
in  1896,  33.99  was  not  renewed  the  next  year.  Of  the  business 
written  in  1897,  29.62  was  not  renewed  the  next  year.  For  the 
three  following  years  26.43,  25.27,  27.14,  whereas  of  the  business 
written  in  1900,  21.54  per  cent,  renewed  the  next  year. 


BY  THE  OHAIEMAN: 


V 


Q.'  Did  not  renew  you  mean  ?  A.  Did  not  renew  the  B,ext 
year. 

1901,  18.05  per  cent,  and  the  next  year  2Q,82  per  cent.; 
showing  an  improvement  of  exactly  25  per  cent.,  that  i«  the 
terminations  of  the  business  issued  the  previous  year  were  just 
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25  per  cent,  less  in  1900  than  they  were  for  the  previous  six 
years. 

Q.  How  far  do  jonv  figures  go  down?  A.  They  go  dowii 
for  four  years  afterwards. 

Q.  Is  1901,  1902,  1903  and  1904  there?    A.  Yes,  sir. 

Q.  Eead  them.     A.  21.54,  18.05,  20.82. 

Q.  What  years  are  you  giving?  A.  I  am  reading  them  in 
that  way. 

Q.  State  the  years.  A.  The  business  of  1900,  that  ter- 
minated in  1901,  21.54  per  cent.;  1901,  that  terminated  1902, 
18.05  per  cent.;  1902  that  terminated  in  1903,  20.82  per  cent.; 
1903  that  terminated  in  1904,  22.15  per  cent. 

BY  ME.  HUGHES: 

Q.  Have  you  made  any  comparative  study  of  that  subject 
so  that  you  were  able  to  tell  what  percentage  of  lapses  would 
indicate  that  there  had  been  debating  to  some  extent?  A. 
You  cannot  go  at  all  by  that,  because  there  are  so  many 
other  things  that  come  in  connection  with  it;  it  depends 
snmewhat  on  the  locality;  persons  in  certain  localities  renew 
very  much  better  than  others.  Certain  classes  of  people  renew 
better  than  others;  and  then  the  size  of  the  policy  and  the  general 
ignorance  or  the  education  or  intelligence  of  the  people  have 
to  do  with  it. 

Q.  Do  you  have  any  special  agents  under  executive  orders  to 
write  large  risk?    A.  We  do  not,  no,  sir. 

Q.   Or  look  after  large  risks  ?    A.  'No,  sir. 

Q.  All  your  business  goes  through  your  regular  qbannels? 
A.  Yes,  sir. 

Q.  Through  the  general  agents?     A.  Yes,  sir. 

Q.  I  noticed  among  those  employed  in  your  department  is 
Mr.  Howard  H.  Hoyt  at  a  salary  of  $12,000  a  year.  What 
are  his  duties?  A.  He  was  employed  in  our  Society  but  he 
is  not  any  longer;  he  has  no  duties  with  us. 

Q.  When  did  he  cease  to  be  employed?    A.  Some  few  months 


Q.  Robert  J.  Mix  appears  to  be  employed  at  a  salary  of 
$12,000;  is  he  the  same  Mr.  Mix  to  whom  reference  was  made 
!■!  moment  ago?    A.  Yes,  sir. 

Q.  And  his  employment  began  at  the  time  his  agency  was 
taken  over?    A,    Yes  dr, 
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Q.  What  duties  were  assigned  to  him?  A.  Supervising  of 
agencies  of  certain  of  the  New  York  departments. 

Q.  Did  that  bring  him  into  relations  to  the  business  that 
he  formerly  had  ?  A.  Brought  him  into  relation  with  the  agents 
formerly  under  him,  yes,  sir. 

Q.  In  a  different  relation  from  what  he  had  fonnerly  sustained 
to  them?    A.  Yes,  sir. 

Q.  What  was  the  difference?  A.  They  were  his  agents; 
they  were  working  directly  for  him  formerly  and  under  the  new 
arrangement  they  were  working  for  themselves  and  he  was  super- 
vising them  for  the  Society. 

Q.  And  formerly  he  had  this  margin  coming  to  him  which 
was  commuted,  and  afterwards  he  got  his  salary  of  $12,000  a 
>'ear?    A.  Yes,  sir. 

Q.  And  what  were  Mr.  Henry  L.  Rosenf eld's  duties?  A.  Mr. 
Henry  L.  Rosenfeld  is  also  a  supervisor  of  agencies. 

Q.  AA^hat  do  the  supervisors  do?  A.  They  assist  me  in 
rhe  management  of  the  agencies  of  the  Society.  Mr.  Rosen- 
f  eld  travels  more  or  less  as  we  wish — visits  agencies  outside  of  the 
Metropolitan  field. 

Q.  I  notice  among  those  employed  a  woman,  Anna  L. 
Arnendt;  what  are  her  duties?  A.  Miss  Amendt  is  my  assist- 
i'.nt.  I  would  be  very  glad  if  you  care  to  give  me  just  one  moment 
to  explain  her  entire  connection  mth  the  Society. 

Q.  Certainly.  A.  Miss  Amendt  was  first  employed  by  Mr.  W. 
X.  Craine,  of  Chicago.  At  the  beginning  of  1889  Mr.  Craine  was 
of  the  firm  of  Craine,  Curran  &  Company,  who  were  general  man- 
agers of  the  northwestern  department  —  as  stenographer,  at,  I 
think,  $60  or  $65  a  month.  That  salary  was  increased  from 
time  to  time  until  I  think  she  received  $100  a  month.  She  con- 
tinued in  a  similar  position  under  Craine  &  Tarbell  as  managers 
of  the  western -department  —  ISTorthwstern  department;  and  then 
after  I  became  the  sole  manager  of  that  department  she  became 
my  assistant  and'  had  charge  of  the  agency  during  my  absence, 
and  it  was  an  agency  covering  a  large  territory,  and  in  fact  that 
produced  upwards  of  twenty  millions  a  year  in  written  business 
— nearly  $600,000  a  year  in  new  premiums.  I  think  there  were 
only  seven  companies  in  the  United  States  which  transacted  more 
business  than  the  business  of  that  agency.  After  I  was  elected 
Third  Vice-President,  Mr.  Hyde  approved  of  my  bringing  bQt 
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to  New  York  as  my  private  secretary,  a  position  wliicli  she  filled 
for  several  years,  when  she  was  made  assistant;  and  I  want  to  saj 
that  I  do  not  believe  we  have  now  or  have  had  more  tlian  one  or 
two  people  at  the  Equitable  any  time  during  the  last  ten  years 
that  more  thoroughly  un3erstand  the  life  insurance  management 
than  Miss  Amendt.  If  I  am  a.bsent  for  a  month  at  a  time  she 
is  entirely  competent  to,  and  does,  manage  the  entire  department, 
and  Mr.  Henry  B.  Hyde  stated  a  great  many  times  during  his 
lifetime  that  if  she  was  a  man  she  would  be  an  officer  or  vice- 
president  of  the  Society;  and  I  have  heard  Mr.  James  AV.  Alex- 
ander pay  her  the  same  compliment  since  Mr.  Henry  B.  Hyde's 
death.  She  is  a  woman  who  probably  meets  and  handles  seventy- 
five  or  eighty  per  cent,  of  the  people  who  come  to  my  depart- 
ment and  supervises  and  writes  probably  more  than  eighty  per 
cent,  of  the  correspondence  of  the  department;  so  that  her  ser- 
vices are  exceedingly  valuable.  I  do  not  think — in  fact,  I  have 
heard  nearly  every  officer  that  we  liave  here  say  that  if  there  was 
any  one  they  thought  earned  their  money  at  the  Equitable  that 
she  did.  I  make  that  full  statement  because  of  the  fact  that  the 
drawing  of  the  salary  that  she  drew  has  been  criticised  somewhat 
by  the  press. 

Q.  AVhat  salary  did  she  i^raw?  A.  She  did  draw  $12,000  a 
year;  she  had  the  same  decrease  that  everybody  received  down 
there  at  the  time  of  the  general  cut  by  ilr.  Morton. 

Q.  She  received  $12,000  only  this  year,  didn't  she,  or  at  that 
rate?  What  was  her  compensation  last  year?  A.  I  think 
$10,000.  I  think  her  salary  "was  raised  at  the  beginning  of  this 
year  from  $10,000  to  $12,000. 

Q.  It  continued  at  that  sum?  A.  It  continued  until  it  was 
reduced  15  per  cent. 

Q.  In  June?     A.  In  June. 

Q.  It  was  $10,000  in  1903  and  1904?     A.  I  think  so. 

Q.  And  prior  to  that  it  had  been  $7,200  for  a  couple  of  years? 
A.  I  think  so.     You  have  it  there  before  you. 

Q.  And  prior  to  that  it  was  $4,200  in  1900.  What  occasioned 
that  rapid  rise  between  1900  and  1905?  A.  The  importance  of 
her  work  and  the  great  increase  in  our  business  and  her  increased 
ability  to  handle  and  take  care  of  the  work. 

Q.  What  commissions  does  she  receive  on  writing  insurance? 
A.  She  has  the  same  thing  that  any  employee  would  receive,  all 
of  our  employees  get  certain  commissions  if  they  write  any  busi- 
ness and  turn  it  in  under  the  employees'  agi-eement. 
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Q.  Wkat  is  that  agreement  —  wliat  arrangemeiit  for  commis- 
sions? A.  That  agreement  is  40  per  cent,  of  the  first  gear's  pre- 
mium, plus  renexyal  commissions  up  to  ten  years. 

Q.  The  officers  hare  no  such  agreement,  have  they?  A.  Xo, 
sir. 

Q.  Have  you  ever  received  any  commissions  since  you  have 
been  vice-president?     A.  Not  a  penny,  no,  sir. 

Q.  How  does  it  happen  that  Miss  Amendt  is  able  to  write  any 
business?  A.  Because,  like  you  and  me,  she  probably  has  friends 
and  she  uses  her  opportunity  sometimes  outside  of  the  office  to 
better  her-  own  condition,  and  in  that  way  solicits  business.  She 
does  ijot  write  much  business,  sir. 

Q.  Then,  this  is  not  a  matter  of  large  amount?  A.  Not  at  all, 
no,  sir. 

Q.  About  what  amount  would  yon  say?  A.  I  would  not  as- 
sume that  she  had  written  more  than  an  average  of  perhaps  two 
or  three  or  four  or  five  policies  a  year  since  she  has  been  there. 

Q.  Qf  average  amounts?  A.  Why,  that  would  be  difficult  to 
say.  I  presume  likely  that  the  amount  that  she  has  written  doesn't 
exceed  $25,000  a  year. 

(Adjourned  to  10.30  ^  %.,  November  22,  1905.) 


COUNCIL  CHAMBER, 

City  Hall,  New  Yoek  City. 

November  22,  1905,  10.30  A.  M. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

GAGE  E.  TAEBELL,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Tarbell  have  you  specimen  contracts  with  agents  here  ? 
A.   I  think  I  have  our  general  standard  managers  contract  here. 

Q.  Can  you  produce  it?  A.  (Producing  papesrs.)  Contract  and 
different  letters  that  go  with  it  to  make  it  complete. 

Q.  The  first  form  of  the  contract  is  the  one  that  is  in  regular 
use  for  managers?  A.  It  is  our  regular  manager  or  general 
Hgents'  contract.  We  make  no  distinction  between  a  manager  and 
a  general  agent. 

ME  HUGHES :    I  offer  that  in  evidence. 

(Marked  Exhibit  416.) 

Q.  And  accompanying  these  are  several  letters  which  are  to 
be  read  in  connection  therewith  ?  A.  Yes,  sir.  I  will  explain 
them  if  you  care  to  have  me. 

Q.  Here  is  the  first  one  relating  to  the  percentage  allowed 
as  an  expense  fund?  A.  Yes,  sir,  that  together  with  the  first 
year's  commissions  makes  the  agent's  first  year's  compensation. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  417.) 

Q.  I  notice  that  in  the  form  of  contract  the  first  year's  com- 
mission, that  is  the  maximum  first  year's  commission  is  25  per 
cent.  ?     A.  Yes,  sir,  the  maximum  expense  allowed  25,  making 

the  maximum  first  year's  compensation  of  50, 
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Q.  Whj  do  you  divide  these  and  put  part  of  the  commission 
in  the  contract  and  part  in  a  letter?  A.  That  is  something — 
a  system /that  was  inaugurated  by  Henry  B.  Hyde  before  I  came 
Avith  the  company  and  it  has  been  followed  by  direction  of  the 
president  ever  since. 

Q.  Do  you  allow  a  given  ratio  of  expense  in  each — do  you  al- 
low the  same  amount  for  expenses  ?    A,  ISTo,  sir. 

Q.  In  each  case  ?  A.  ISTo,  sir,  the  commission  is  always  as 
you  see  it  there,  and  if  there  is  a  difference  in  the  first  year's  com- 
mission it  is  made  up  by  making  the  percentage  allowed  less. 

Q.  So  that  the  practice  of  having  a  separate  arrangement  for 
expenses  enables  you  to A.  Varies  the  first  year's  compensa- 
tion. 

Q.  Vary  the  first  year's  commissions  ?    A.  Yes,  sir. 

Q.  Here  is  a  further  letter  with  regard  to  compensation  on 
convertible  policies  ?    A.  Yes,  sir. 

Q.  On  the  present  annual  and  deferred  dividend  ordinary  life 
plan  as  to  renewal  commissions?  A.  That  is  not  covered  in  the 
regular  contract  is  why  that  is  on  a  separate  sheet. 

ME.  HUGHES:    I  oifer  it  in  evidence. 

(Paper  marked  Exhibit  418.) 

Q.  How  long  has  that  been  in  vogue  ?    A.  A -few  months. 

Q.  It  is  a  new  matter  is  it?     A.  Yes,  sir. 

Q.  This  expense  contract,  Exhibit  411,  however,  is  a  form 
that  has  been  in  use  since  1901?    A.  Yes,  sir. 

Q.  What  is  the  effect  of  this  communication  as  to  convertible 
policies?  A.  It  advises  the  agent  as  to  the  terms  upon  which  that 
policy  can  be  written,  that  is  to  say  the  compensation  that  they 
will  derive  under  it. 

Q.  How  does  it  affect  or  vary  the  principal  contract  ?  A.  The 
compensation  the  first  year  is  the  same  as  on  our  general  contracts, 
but  the  renewals  only  rim  for  a  period  of  four  years. 

Q.  And  instead  of  being  20  per  cent,  of  the  first — it  is  20  pei 
cent,  in  each  case  of  the  first  renewal  ?    A.  Yes. 

Q.  But  instead  of  being  7^  per  cent,  of  the  second  renewal  it 
is  10  per  cent,  imder  the  modification?  A.  Yes,  sir,  instead  of 
the  longer  teim  of  renewals  it  is  three  renewals  of  10  per  cent, 
after  the  first  renewal. 
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Q.  Making  the  total  compensation  less?    A.  Yes,  sir. 

Q.  In  the  case  of  convertibles  than  in  the  others  ?    A.  Yes,  sir. 

Q.  What  is  meant  by  convertible  policies?  A.  It  is  simply  a 
name  to  designate  it.  It  is  a  nev  policy  thaf  we  have  just  issued 
that  has  many  advantages  and  we  feel  meets  the  present  occasion 
very  nicely. 

Q.  In  what  sense  is  it  convertible?  A.  In  this  sense;  it  is  a 
non-participating  policy  but  at  the  expiration  of  five  years  the  ap- 
plicant—  the  premium  for  the  first  five  years  is  exactly  uniform 
as  given  in  our  tables,  and  at  the  expiration  of  that  time  there 
are  several  options  that  are  given  to  the  assaired.  Under  the  first 
option  he  can  have  a  40  per  cent,  reduction  in*his  premium  there- 
after for  the  remainder  of  life  if  he  wishes  to  continue  it  as  a  life 
policy;  or  under  the  second  option  if  he  wishes  to  continue  the 
policy  for  the  original  amount  he  can  have  a  dividend  equivalent 
to  50  per  cent,  of  the  amount  of  the  insurance.  In  other  wor.ds 
each  thousand  dollar  policy  becomes  a  policy  for  $1,504  after  five 
years  without  any  increase  of  the  premiums;  or  under  the  third 
option  Avhile  it  was  written  as  an  ordinary  life  policy,  in  the  first 
place,  it  can  become  a  limited  life  policy  and  be  entirely  paid-up 
in  a  limited  number  of  years. 

Q.  What  is  the  reason  for  giving  a  less  commission  in  all  upon 
that  class  of  policy?  A.  I  might  add  the  fourth  option  is  to  con- 
vert the  policy  into  an  endovfnent  policy,  although  taken  out  at 
life  rates,  and  runs  at  a  less  rate  of  commission,  as  it  is  a  non- 
participating  policy,  which  carries  with  it  a  less  loading  for  ex- 
penses.   That  policy  does  not  participate  in  dividends  at  all. 

Q.  Why  should  you  have  a  less  loading  for  expenses  upon  a  non- 
participating  policy  ?  A.  The  non-participating  policy  is  a  policy 
that  is  supposed  to  be  figured  on  a  closer  margin  all  the  way  round 
because  they  never  have  to  take  into  consideration  at  any  time  any 
profits  to  the  assured.  A  man  buys  it  just  exactly  as  he  buys  fire 
insurance,  pays  so  much  for  what  he  gets  and  expects  no  return. 

Q.  The  idea  is  that  those  who  participate  in  the  profits  made  by 
the  Society  should  pay  a  larger  share  of  its  expenses  —  is  that 
the  idea?  A.  No,  sir;  they  are  not  supposed  to  pay  any  larger 
share  of  the  expenses,  Mr.  Hughes,  but 

Q.  I  thought  you  said  the  loading  for  expense  was  greater  on 
participating  policies?  A.  The  loading  is  greater  because  they 
have  always  carried  higher  commissions  and  because  of  the  fact 
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Ill  at  the  \vorkings  of  the  actuary  are  not  made  on  the  same  basis. 
The  object  of  a  participating  policy  is  to  give  greater  safety. 

Q.  I  thought  it  was  to  give  greater  returns?  A.  Aiid  to  give 
greater  safety  and  greater  returns;  and  in  a  non-participating 
policy  there  is  a  saving,  the  policyholder  does  not  participate, 
but  in  a  participating  policy,  whatever  the  saving  is,  it  goes  back 
to  the  policyholder  in  the  way  of  dividends. 

Q.  Is  there  any  reason  that  you  know  of  why  a  participating 
policyholder  should  have  a  greater  percentage  of  loading  upon 
his  premium  to  meet  expenses  ?  A.  There  is  no  greater  loading 
for  the  purpose  of  meeting  expenses. 

Q.  I  misunderstood  you.  I  thought  you  said  the  loading  on 
the  participating  was  greater?  A.  The  loading  is  greater,  but 
they  expect  to  pay  dividends  on  a  participating  policy,  but  on  a 
non-participating  policy  they  have  tried  to  make  it  an  exact 
amount  to  cover  the  cost  of  insurance. 

Q.  How  near  does  the  loading  come  to  expenses  ?  A.  My 
recollection  is  that  for  the  past  five  years,  judging  from  the  gain 
and  loss  report,  that  we  have  expended  somewhere  in  the  neigh- 
borhood of  95  per  cent,  of  the  loading — ^maybe  95,  96,  9Y. 

Q.  I  see,  it  is  90.45  per  cent.  ?  A.  That  is  one  year  —  what 
year  is  that? 

Q.  This  last  year,  according  to  the  blue  book?  A.  I  think  it 
has  averaged  in  the  90's— 90/lOOths. 

Q.  The  gain  from  loading  last  year  was  $1,465,439.  A.  Mr. 
Stenographer,  that  91/lOOths  was  a  mistake.  I  did  not  mean  to 
be  understood  that  way. 

Q.  In  other  words,  you  do  not  endeavor  to  save  anything  upon 
the  loading  upon  non-participating  policies  for  distribuion  among 
the  participating  policyholders.    A.  No,  sir, 

BY  THE  GHAIRMAl^: 

Q.  I  don't  understand  yet,  possibly  because  I  am  dense,  if  the 
greater  loading  upon  participating  policies  is  not  so  that  the  par- 
ticipating policyholders  shall  pay  a  greater  portion  of  the  ex- 
penses, what  is  it  for?  A.  To  enable  the  Society  to  make  a 
return  to  participating  policyholders.  One  of  the  sources  of  re- 
turns is  from  the  expense  saving.  I  will  be  very  glad  to  give 
you  the  different  sources  of  returns. 

Q.  Then  you  tax  a  participating  policyholder  to  enable  him 
to  get  a  greater  return?    A.  It  is  always  known  and  understood 
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that  the  participating  rate  was  supposed  to  be  a  larger  rate  than 
was  necessary  to  bear  the  insurance,  to  be  returned  to  the  policy- 
holder in  dividends  in  accordance  with  the  terms  thereof.  They 
are  annual  or  quinquennial,  or  once  in  ten  or  fifteen  years. 

Q.  I  do  not  see  why  you  can  charge  a  participating  policyholder 
for  purpose  of  participating  in  the  profits  made  by  the  company. 
A.  You  would  not  expect,  Senator  Armstrong,  that  if  a  partici- 
pating policyholder  did  not  pay  more  than  a  non-participating 
policyholder  that  he  could  still  draw  dividends? 

Q.  I  cannot  see  why  he  should  pay  for  the  privilege  of  par- 
ticipating in  dividends.  A.  He  chooses  that  form  of  insurance. 
That  form  is  carried  on  a  higher  plan;  it  is  a  certain  amount  over 
and  above  the  actual  expected  cost  to  carry  it,  to  meet  any  pos- 
sible contingencies,  with  the  understanding  that  the  excess  Avill 
be  distributed  and  returned  to  the  policyholder  as  dividend. 

Q.  Now,  you  said  that  the  participating  poUc}  was  for  greater 
safety  as  well?     A.  Among  other  things,  certainly. 

Q.  What  element  of  safety  does  a  participating  policyholder 
have  that  the  non-participating  does  not?  A.  li  accumulates  a 
very  much  greater  surplus,  surplus  means  strength  and  strengtli 
means  safety,  just  the  same  as  the  surplus  in  a  bank  or  trust  com- 
pany. 

Q.  That  surplus  is  equally  available  for  paying  nou-participat- 
ing  policyholders'  claims  ?  A.  Claims  are  not  paid  out  of  sur- 
plus. 

Q.  If  it  were  necessary  to,  it  would  be,  wouldn't  it  be  used  for 
that  purpose  if  necessary?  A.  There  must  be  a  fund  entirely 
outside  of  surplus,  equal  to  the  insurance  liability,  otherwise  we 
are  forced  into  the  hands  of  a  receiver  under  the  laws  of  this 
State. 

BY  ME.  COX: 

Q.  Then  what  is  the  purpose  of  the  surplus?    A.  Safety. 
BY  THE  CHAIRMAN: 

Q.  Safety  means  it  should  be  applied  in  case  of  need  to  claims 
against  the  company?     A.  No  claims  can  be  paid 

Q.  And  if  the  reserve  fund  were  impaired  the  surplus  be  used 
to  make  it  good?     A.  If  there  was  need,  yes;  but  there  could 


2650  Legislative  Insurance  Investigation. 

not  be  any  surplus  if  the  reserve  fund  were  impaired,  because  the 
surplus  is  all  there  is  left  over  the  reserve. 

Q.  So  that  in  the  finality  all  claims  against  the  company  stand 
on  the  same  basis  so  far  as  the  payment  is  concerned,  and  the 
entire  assets  of  the  company  are  responsible  for  the  payment  of 
the  claims?    A.  Yes. 

Q.  Whether  it  be  a  participating  or  non-participating?     A.  Yes. 

Q.  So  that  there  is  no  greater  element  of  safety  in  one  plan 
than  the  other  so  far  as  the  payment  of  death  losses  iS  concerned  ? 
A.  Except  under  the  one  plan  of  insurance  there  v/i\\  be  accumu- 
lated a  fund  much  larger  over  the  legal  reserve  than  the  other, 
therefore  there  would  be  greater  safety. 

Q.  But  that  is  held  exclusively  for  the  participating  policy- 
holder? A.  Wot  at  all,  the  non-participating  policyholder  can 
never  share  in  any  distribution  of  it  at  all. 

BY  MR.  HUG-HES: 

Q.  Well,  is  the  participating  policyholder  in  effect  charged 
for  the  safety  to  the  non-participating  policyholder?  A.  No, 
sir. 

Q.  You  have  said  that  there  were  various  elements  of  gain 
which  were  shared  by  participating  policyholders.  Of  course, 
you  have,  perchance,  a  gain  on  mortality?    A.  Yes. 

Q.  You  have  gains  through  the  investment  of  your  funds 
over  and  above  the  amount  which  it  is  expected  they  will  produce? 
A.  That  is  to  say,  if  our  interests  earn  more  than  the  amount 
required  to  make  the  reserve  good,  we  have  profit  from  interest. 

Q.  You  have  those  two  sources  of  gain,  and  then  in  additioi. 
to  that  you  have  the  saving  upon  the  loadings  upon  your  pre- 
miums?   A.  Yes,  and 

Q.  And  these  three  sources  of  gain  you  distribute  among  your 
participating  policyholders,  is  that  right?  A.  Yes,  sir.  Also 
+here  is  sometimes  a  slight  gain  from  lapsing,  nothing  as  com- 
pared with  what  there  was  formerly. 

Q.  In  the  case  of  a  participating  policyholder  the  word  parti- 
cipating indicated  that  he  is  entitled  to  his  proper  share  upon 
whatever  plan  of  division  is  adopted,  to  a  part  of  the  gains  of 
the  company?    A.  Yes,  sir. 

Q.  And  the  non-participating  policyholder  ia  not  entitled  to 
any  such  share?     A.  That  is  right. 
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Q.  Is  it  a  fact  that  originally  the  plan  of  loading  premiums 
was  adopted  in  order  to  give  a  margin  to  insurance  companies 
so  that  they  could  be  perfectly  sure  that  their  claims,  if  they  ex- 
ceeded the  mortality  tables  at  the  time  in  use,  would  be  provided 
for?  A.  I  think  the  object  was  to  make  the  loading  sufficiently 
great  to  meet  any  contingency  that  might  arise  in  any  way. 

Q.  Yes,  and  the  excess  was  distributed  to  policyholders  in 
the  way  of  bonuses  or  dividends?     A.  Yes. 

Q.  And  in  case  of  some  companies,  notably  the  Equi- 
table of  London,  the  expenses  were  so  small,  particularly  the 
expenses  of  getting  new  business  that  the  bonus  returns  were 
very  large.  A.  Their  premium  in  the  first  instance  is  exceed- 
ingly large,  much  larger  than  any  American  company,  and  that, 
of  course,  enables  them  to  pay  a  larger  dividend.  Then  the 
Equitable  of  London  has  never  employed  agents,  therefore,  while 
it  has  done  a  small  business  its  expenses  have  been  relatively 
small. 

Q.  Yes,  and  the  policyholders  have  received  bonuses  or  divi- 
dends out  of  the  savings  that  have  been  made  by  the  company. 
iJTow,  in  American  practice  for  the  last  say,  twenty-five  or  forty 
years,  the  loading  upon  the  premiums  has  been  recognized  by 
many  companies  as  for  the  purpose  of  meeting  expenses,  has  it 
not  ?  A.  Yes,  but  I  think  all  companies  have  hoped,  or  at  least 
the  Equitable  has,  to  always  have  a  saving  there  to  go  back  in 
dividends. 

Q.  So  we  come  to  this  effect,  as  Senator  Armstrong  said,  that 
the  premiums  are  put  higher  by  reason  of  the  loading  for  ex- 
penses, than  is  necessary  in  order  to  furnish  a  saving  to  be  re- 
turned to  the  participating  policyholders?  A.  I  would  like  to  say 
they  are  placed  larger  than  is  necessary  for  absolute  safety,  and 
whatever  the  difference  is,  is  returned  to  policyholders. 

Q.  And  that  margin  by  which  they  are  larger  is  indicated  — 
is  the  difference  between  the  total  loading  expended,  in  this  case, 
in  this  last  year  90  per  cent,  was  total  loading?     A.  Yes. 

Q.  And  in  that  90  per  cent,  of  the  total  loading  are  all  the 
expenses  of  your  company  for  the  first  year?  A.  Yes,  all  of -our 
expenses  for  the  company  for  the  year. 

Q.  I  mean  for  the  year,  of  every  character?  A.  Yes,  sir.  Of 
course,  Mr.  Hughes,  you  know  it  is  not  uncommon  at  all  that 
there  is  great  fluctuation  in  the  assets  of  companies.  To  illus- 
trate, I  think  that  the  Mutual  Life  showed  a  depreciation  in  the 
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book  value  of  their  assets  in  1903,  of  something  like  eight  mil- 
lions of  dollars  and  an  appreciation  in  the  value  of  their  assets, 
the  market  value  over  the  book  value  of  some  ten  million  dollars 
in  1904,  or  a  difference  of  about  eighteen  millions  in  a  period  of 
two  years.  And  you  can  well  see  that  if  there  was  not  a  large 
surplus  under  such  circumstances  that  a  company  might  easily  be 
forced  into  the  hands  of  a  receiver  under  the  laws  of  this  State. 

Q.  You  mean  that  there  should  be  some  reserve  or  surplus  or 
contingency  fund  over  and  above  the  legal  reserve,  so  that  the 
company  would  not  become  insolvent  by  a  sudden  decrease  iii 
the  value  of  its  securities?  A.  I  mean  it  is  very  necessary  there 
should  be  such  a  fund. 

Q.  Yes.  Of  course  that  is  a  very  different  matter  from  the 
question  of  the  accumulation  of  such  surpluses  as  in  fact  exist  ? , 
A.  Yes,  sir;  although  I  think  you  will  find  that  for  a  period  of 
twenty  years  the  relative  ratio  of  the  surplus  of  the  Equitable 
has  not  varied  over  three  points.  People  have  watched  the  sur- 
plus go  up  millions  upon  millions  from  year  to  year,  but  they  do 
not  seem  to  take  into  consideration  the  fact  that  the  liabilities 
have  also  gone  up  from  year  to  year  until  we  have  at  the  present 
time  say  $1,500,000,000  of  outstanding  insurance,  and  I  do  not 
think  anybody  would  wish  to  have  insurance  in  a  company  with 
that  amount  of  liability  unless  it  had  a  good-sized  surplus.  In 
other  words,  relatively  I  think  our  surplus  is  no  greater  than 
when  we  had  five  millions. 

Q.  Of  course  your  policies  which  enter  into  this  one  billion 
five  hundred  millions  are  valued,  and  the  amount  of  valuation  is 
figured  in  determining  the  liability  of  the  company?    A.  Yes. 

Q.  And  your  surplus  is  the  amount  that  you  have  over  and 
above  aU  your  liabilities,  including  this  reserve?  A.  Yes.  I 
could  give  you  if  you  cared  to,  I  could  show  you  that  since  1880 
cur  assets  to  liabilities  have  varied  between  $120  and  $128 
for  each  $100  we  ow^  every  year,  and  that  general  fluctuation 
is  on  account  of  the  market  conditions  such  as  I  mentioned  a  few 
moments  ago  in  connection  with  the  Mutual  Life     . 

Q.  "Well,  while  we  are  on  that  subject,  you  have  mentioned 
the  surplus  or  total  of  $80,494,861  as  it  exists  at  the  end  of  1904. 
Do  you  know  whether  any  part  of  that  is  set  aside  or  treated  by 
your  company  as  a  fund  to  meet  deferred  dividends  ?     A.  Yes. 

Q.  How  much  ?  A.  Well,  in  round  numbers  I  should  say  about 
seventy  millions. 
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Q.  About  seventy  millions?     A.  Yes. 

Q.  And  the  difference  of  ten  million  is  an  unassigned  part  of 
the  surplus  which  constitutes  a  sort  of  contingency  fund  to  pro^ 
tect  you  against  the  decrease  in  the  value  of  your  securities  ?  A. 
Kno^vn  as  an  ordinary  surplus., 

Q.  An  ordinary  surplus?     A.  Yes. 

Q.  Then  of  the  eighty  millions  of  surplus  the  seventy  million? 
is  simply  held  awaiting  an  apportionment?  A.  Yes,  until  the 
policies  are  entitled  to  its  distribution  under  their  terms. 

Q.  Yes,  and  while  you  hold  it  awaiting  apportionment  there 
is  no  obligation  that  your  company  recognizes  to  retain  it  for  that 
purpose  if  by  reason  of  expenses  or  otherwise  you  thought  it  ad- 
visable to  devote  it  to  other  purposes  ?  A.  If  it  was  required  for 
other  purposes  it  could  be  used,  yes,  sir. 

Q.  You  do  not  recognize  any  title  or  interest  of  a  participating 
policyholder  in  any  part  of  that  seventy  millions  until  his  share 
is  declared  and  set  aside'f  or  him  ?  A.  Not  until  his  policy  reaches 
the  end  of  its  dividend  period. 

Q.  So  that  this  setting  aside  of  seventy  millions  is  a  sort  of 
resolve  among  yourselves  that  if  nothing  happens  and  you  think  it 
v/ise  in  the  future  that  part  of  it  will  be  distributed  in  dividends  ? 
A.  It  is  entirely  on  account  of  the  conditions  governing  the  de- 
ferred dividend  insurance,  which  has  in  the  minds  of  very  many 
people  very  many  advantages,  and  I  "will  be  glad  to  tell  you  some 
of  them. 

Q.  I  will  give  you  a  full  opportunity  on  that  in  a  few  minutes. 
We  have  strayed  for  a  moment  from  these  forms  at  the  sugges- 
tion which  was  made  as  to  the  participating  policyholder,  and 
simply  in  the  connection  of  the  use  of  the  word  surplus,  sought  to 
get  your  definition  of  it;  and  to  simply  complete  that  part  of  the 
subject,  is  there  any  resolution  of  action  of  the  Board  or  any 
committee  of  the  board  setting  apart  the  seventy  millions  for  de- 
ferred dividends  ?     A.  I  don't  know  that  there  is. 

BY  ME.  COX: 

Q.  What  has  been  done  to  set  it  apart  in  your  mind  as  you  have 
just  stated  it?  A.  The  actuary  determines  that  from  his  records, 
the  amount  of  the  surplus  that  the  deferred  dividend  policyholders 
are  entitled  to. 

Q.  When  does  he  determine  that?  A.  He  determines  it  an- 
nually, every  year. 
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on. 


Q.  What  action  is  taken  iipon  it  then,  any?  A.  Only  in  the 
keeping  of  his  records,  which  Mr.  Van  Cise  who  is  subpoenaed 
here  will  be  very  glad  to  explain  to  you  in  full  detail. 

BY  MR  HUGHES : 

Q.  To  come  back  now  to  the  suggestion  that  you  made  as  to 
loadings  upon  non-participating  policies,  do  you  know  whether 
the  Society  keeps  any  records  which  will  show  any  attempt  to  ap- 
portion the  expenses  of  the  company  as  between  participating  and 
non-participating  policies  ?     A.  I  think  they  do  not. 

Q.  Do  you  know  whether  the  loadings  upon  non-participating 
policies  show  any  saving  at  all,  were  there  such  an  apportionment? 
A.  I  could  not  say  as  to  that.     I  think  Mr.  Van  Cise  can  tell  you. 

Q.  ISTow  proceeding  with  these  papers  which  together  make 
up  the  statement  or  the  contract  with  your  agent,  I  notice  one 
here  in  the  form  of  a  notice  that  after  January  1,  1900,  no  repre- 
sentative of  the  -Society  shall  under  any  circumstances  cause  to 
be  paid  or  permit  to  be  paid,  directly  or  indirectly,  a  first  year's 
compensation  of  any  kind  (including  advances)  exceeding  a  sum 
equal  to  fifty  per  cent.  (50^  graded  of  first  year's  premiums  on 
business  submitted  by  any  sub-agents,  solicitor,  broker  or  other 
person.  This  rule  is  imperative  and  will  be  rigidly  enforced  by 
the  Society  under  the  penalty  of  dismissal?  A.  That  is  an 
agreement  which  has  to  be  signed  by  every  agent  of  the  Society 
and  has  been  signed  by  every  agent  since  January  1,  1900. 

ME.  HUGHES:   I  offer  that  in  evidence. 

(Paper  marked  Exhibit  419.) 

(Exhibit  419  will  be  found  in  the  book  of  Exhibits.) 

Q.  I  see  this  says  "  Shall  not  exceed  50  per  cent.,  including 
advances  ?  "    A.  Yes. 

Q.  As  a  matter  of  fact  that  has  not  been  lived  up  to  has  it? 
A.  Yes,  sir,  so  far  as  the  compensation  is  given  to  the  agent. 

Q.  Well  this  word  advances  was  here  used  to  refer  solely  to 
the  expense  for  which  there  was  no  liability  on  the  part  of  the 
agent  ?  A.  'No,  sir,  it  was  for  the  purpose  of  requiring  that  everv 
agent  writing  a  policy  must  turn  over  at  least  50  per  cent,  of 
the  premium  in  settlement. 
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Q.  And  then  you  would  make  any  advances  you  saw  fit  to 
make  to  him  independently?  A.  We  have  made  such  advances 
as  we  have  felt  have  been  al^solutely  required  to  enable  our 
agents  to  do  business  and  make  a  living.  And  the  competition 
which  I  spoke  of  yesterday  and  the  very  high  prices  paid  by 
other  companies  the  first  year  has  made  it  necessary  for  us  to 
make  our  advances  much  greater  than  they  otherwise  would  ha.Yo 
been.  Only  this  morning  I  was  advised  of  a  contract  made  by 
one  of  the  smaller  companies  which  carried  the  first  year's  com- 
mission and  allowance  up  to  90  per  cent,  of  the  premium  in 
addition  to  7^  per  cent,  on  renewals  continuous. 

Q.  Here  is  a  statement,  "  That  under  date  of  April  23,  1903, 
tlie  Society  decided  that  there  should  be  no  literature,  as  it  is 
called,  or  advertisements  that  referred  to  any  other  company? 
A.  That  is  a  matter  that  I  brought  about  myself  through  nego- 
tiations with  the  Mutual  Life  and  New  York  Life.  We  brought 
about  an  agreement  that  we  would  not  use  any  competitive  or 
comparative  literature  or  permit  our  agents  to,  in  the  conduct 
of  the  business,  for  the  purpose  of  generally  elevating  the  work 
of  the  solicitor.  I  think  you  know,  Mr.  Hughes,  that  companies 
can  get  up  literature  that  is  very  misleading,  and  that  would 
apparently  show  that  particular  company  on  some  particular  item 
to  be  better  than  the  other  company,  whereas  in  many  other  ways 
it  would  not  be  as  good,  and  it  was  generally  confusing  and  T 
think  tended  to  belittle  the  respect  of  life  insurance  solicitors, 
and  it  has  helped  the  business  very  much  in  doing  away  with 
that  practice. 

BY  THE  CHAIEMAlSr: 

Q.  That  rule  has  been  observed  generally?  A.  That  rule  has 
been  absolutely  observed  so  far  as  I  know  by  these  companies, 
the  companies  in  the  agreement. 

Q.  One  of  our  members  suggest  that  it  is  a  land  of  anti- 
knocking  resolution?    A.  I  should  call  it  an  elevating  resolution. 

Q.  It  seems  to  have  lifted  the  business.     A.  Thank  you. 

ME.  HUGHES :     I  ofFer  this  paper  in  evidence. 

(Exhibit  420  will  be  found  in  the  book  of  exhibits.) 

BY  ME.  HUGHES: 

Q.  Among  these  papers  is  also  a  statement,  without  date,  that 
"We  have  decided  that  we  will  not  approach,  disaffect,  negotiate 
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with  or  employ,  either  directly  or  through  any  representative  of 
the  Society,  any  person  who  is  or  has  been  within  the  past  six 
months  employed  by  the  Mutual  Life  Insurance  Company  of  New 
York,  The  New  York  Life  Insurance  Company  or  the  Prudential 
Insurance  Company  of  America,  or  by  any  of  their  rep'resenta- 
tives.  Our  reason  for  referring  specifically  to  the  companies 
mentioned  is  that  we  understand  that  their  officers  take  the  same 
view  of  this  matter  that  we  do,  and  have  determined  to  pursue 
a  similar  course." 

MR.  HUGrHES:     I  will  have  that  paper  marked  in  evidence. 

(Paper  marked  Exhibit  421.) 

Exhibit  421  will  be  found  in  the  book  of  exhibits. 

Q.  When  was  that  adopted?  A.  I  think  this  present  agree- 
ment was  adopted  two  or  three  years  ago.  We  had  a  somewhat 
similar  understanding  with  the  New  York  Life  in  1894  which 
was  operative,  I  think,  until  the  end  of  1899,  when  it  was  dis- 
continued, and  then  this  arrangement  was  made,  if  I  remember 
correctly,  two  or  three  years  ago,  embracing  the  Mutual  and  Pru- 
dential also. 

Q.  Why  does  it  embrace  the  Prudential?  A.  Because  they 
were  very  anxious  to  join  with  us  in  that  understanding. 

Q.  Did  you  try  the  Metropolitan  ?  A.  We  would  be  very 
willing  to  have  it  operative  with  any  other  company  in  the  United 
States. 

Q.  Here  is  another  paper  which  relates  to  an  arrangement  un- 
der which  an  inspector  of  agencies  will  operate  in  the  the  territory 
of  the  general  agents,  and  provides  that  on  business  secured  by 
him  through  your  agency  (including  his  proportionate  share  of 
joint  business)  you  will  not  draw  any  first  year's  commission  or 
percentage  allowance  or  any  renewal  commissions  for  the  second 
to  the  fifth  year  of  assurance,  inclusive.  In  other  words,  you 
will  simply  be  allowed  to  draw,  subject  to  the  terms  and  condi- 
tions of  your  contract,  the  renewal  commissions  to  which  you 
are  entitled  on  premiums  paid  after  the  fifth  year  of  assurance. 
On  business  secured  by  agents  appointed  for  you  by  him  you 
will  pay  the  Society  as  the  first  year's  premium  is  paid,  the  sum 
of  four  dollars  per  thousand  for  each  thousand  dollars  and  pro 
rata  for  any  portion  thereof,  for  business  secured  by  such  agents 
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(luring  their  first  contract  year  (excepting  on  non-participating 
policies,  term  policies,  and  other  policies  mentioned).  When  did 
this  go  into  effect?  A.  We  have  had  such  an  arrangement  as 
that  in  such  cases  as  our  general  agents  wished  us  to,  for  a  period 
of  some  four  or  five  years,  I  should  say,  the  object  being  to  send 
somebody  into  the  field  of  a  general  agent  when  he  wishes  us  to 
do  so,  to  enable  him  to  increase  his  agency  force. 

Q.  Sort  of  a  revivalist?  A.  Yes,  or  an  assistant.  He  can 
make  no  contract  in  the  field  of  any  general  agent,  however, 
except  upon  the  approval  of  the  general  agent,  and  upon  terms 
designated  by  the  general  agent. 

ME.  HUGHES:     I  offer  that  paper  in  evidence. 

(Exhibit  marked  ISTo.  422.) 

Exhibit  422  will  be  found  in  the  book  of  Exhibits. 

Q.  Does  the  inspector  of  agents  get  any  compensation  except 
as  indicated  in  Exhibit  422?  A.  That  is  the  compensation  that 
the  general  agent  allows  the  Society  for  the  work  of  the  agent. 

Q.  Now,  does  the  inspector  get  anything  beyond  that?  A.  The 
inspector  gets  his  arrangement  with  the  Society,  which  is  usually 
a  small  salary  and  a  commission  on  the  business  that  he  does  per- 
sonally. 

Q.  AVhat  salaries  are  paid  the  inspectors  ?  A.  We  have  one  at 
the  present  time  that  receives  a  salary  of  fifteen  hundred  dollars 
per  annum  and  25  per  cent,  graded  brokerage  on  the  business  that 
he  writes. 

Q.  What  is  the  maximum  that  is  paid  an  inspector?  A.  The 
maximum  salary  here  is  $15(T  a  month.  There  are  one,  two,  three, 
four,  five  of  them. 

Q.  Dov/n  to  1905  do  the  papers  that  have  thus  been  identified 
by  you  and  con-isting  of  Exhibits  416  to  422,  inclusive,  embrace 
all  the  contracts,  that  is,  all  the  modifications  of  contracts,  with 
your  general  agents  ?    A.  Were  these  all  that  were  handed  to  you? 

Q.  Except  these  that  relate  to  1905.  I  said  down  to  1905.  A. 
Yes,  sir,  I  think  they  do. 

Q.  Has  it  been  your  practice  to  make  special  terras  with  any 
of  your  agents  by  letters  or  agreement  or  supplementary  stipula- 
tions of  any  sort  ?    A.  In  connection  with  advances  from  time  to 
time,  a  special  letter  goes  to  cover  the  same. 
84 
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Q.  Simply  to  cover  the  advane«js  and  provide  for  the  security? 
A_.  Generally  speaking,  yes,  sir. 

Q.  Have  any  special  agreements  been  made  with  particular 
agents  ?  A.  As  I  explained  to  you  yesterday,  sometimes  in  start- 
ing a  new  agency  there  is  an  allowance  of  possibly  a  dollar  a  thou- 
sand toward  rent  or  something  of  that  kind  for  the  first  year. 
Generally  speaking,  our  agents  pay  all  their  expenses. 

Q.  I  should  be  glad  to  have  you  submit  to  the  Committee  any 
special  agreement  made  with  any  agent  during  the  last  five  years, 
^rhich  gives  any  special  advantages,  in  addition  to  the  terms  set 
forth  in  these  papers  that  have  been  received.  A.  Do  you  mean 
all  general  agents,  or  all  that  kind  ? 

Q.  That  have  had  any  special  advantages?  A.  Well,  there 
might  be  some  very  slight  things 

Q.  You  have  not  a  great  number  of  them,  have  you?  A.  l^o, 
sir.  You  mean  outside  the  number  referred  to,  I  explained  that 
in  certain  agencies,  in  starting  them 

Q.  We  want  to  know  what  has  been  done  in  regard  to  it  ii; 
other  words,  here  is  a  set  of  forms.  A.  We  have  had  no  special 
agreement  Avith  any  agent  that  has  at  all  materially  increased  his 
compensation.  We  have  not  had  anything  at  any  time,  that  would 
increase  his  compensation  by  5  per  cent,  of  his  premiums. 

Q.  Well,  if  you  would  submit  to  the  Committee A.  I  only 

spoke  of  that  for  the  purpose  of  avoiding  the  whole  work.  We 
have  had  nothing  that  would  increase  it  5  per  cent. 

Q.  If  you  will  submit  to  the  Committee  the  contracts  you  have 
had  during  the  last  five  years  with  your  leading  general  agents  in 
the  Metropolitan  district  that  would  answer  the  purpose.  A.  1 
could  tell  you  at  present,  if  you  wish  me  to,  of  the  terms  of  the 
contract  and  the  work  that  was  done  By  our  largest  general  agency. 

Q.  I  think  it  would  save  time  if  we  saw  the  contracts,  and  if 
they  are  simply  in  accordance  with  these  forms,  it  would  not  be 
necessary  to  say  anytmng  about  them.  Now,  in  regard  to  the  year 
:l  906,  you  have  handed  me  three  additional  papers  for  special  pro- 
visions of  contracts  during  that  period.  The  first  is  an  extra  10 
per  cent,  will  be  allowed  on  first  year's  premium  duly  paid  on 
non-participating  policies,  from  July  15th  to  December  31,  1905. 
That  applied  to  all  general  agents  ?  A.  Yes,  sir,  and  brought  the 
compensation  on  that  policy  up  to  50  per  cent,  of  the  premium. 

MK.  HUGHES:    I  offer  that  in  evidence. 
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(Paper  marked  Exhibit  No.  423.) 

(Exhibit  ISTo.  423  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Another  is  date  of  Jidy  22,  1905,  as  to  commissions  on  or- 
dinary life  policies,  five  year  dividend,  annual  dividend,  and  non- 
participating  policy.  What  is  the  effect  of  that  modification? 
A.  We  introduced  the  five  year  dividend  policies  at  thaat  time, 
and  the  rate  on  non-participating  policies  was  increased  and  the 
commissions  were  changed. 

ME.  HUGHES:    I  offer  that  paper  in  evidence. 

(Paper  marked  Exhibit  ISTo.  '424.) 

(Exhibit  ISTo.  424  will  be  found  in  the  book  of  Exhibits.) 

Q.  To  what  extent  are  the  commissions  modified?  A.  The 
five  year  dividend  policy  was  a  new  policy  and  we  had  to  desig- 
nate what  the  commission  would  be  in  connection  with  it.  We 
had  not  previ&us  to  that  time  been  writing  a  five  year  dividend 
policy,  and  the  non-participating  policy,  the  commission  was  made 
forty  per  cent,  graded  of  the  first  year's  premium,  and  renewal 
commissions  of  five  per  cent,  from  the  second  to  the  sixth  year 
of  insurance.  I  cannot  say  without  looking,  just  what  the  com- 
missions on  non-participating  policies  were  previous  to  that,  but 
it  was  a  less  commission  and  a  lower  premium. 

Q.  With  regard  to  annual  dividend  policies,  the  modification 
covers  the  rate  of  commission  ?    A.  Yes. 

Q.  And  to  what  extent  was  the  commission  increased  on  that 
class  of  policies?  A.  The  commission  was  made  the  same  as  the 
commission  on  all  full  commission  policies,  first  year,  a  uniform 
renewal  commission  of  seven  and  one-half  per  cent. 

Q.  And  what  had  it  been  on  annual  dividend  policies  previously  ? 
A.  I  think,  for  some  time  previous  to  that,  if  I  remember  cor- 
rectly, that  the  commission  had  been  twenty-five  per  cent,  with 
no  allowance. 

Q.  That  is  twenty-five  per  cent,  instead  of  fiity  per  cent.?  A. 
Yes. 

Q.  So  this  practically  doubled  the  commission A.  First 

year. 

Q.  On  annual  dividend  policies  for  the  first  year?  A.  If  I 
remember  correctly,  yes,  sir. 
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Q.  Prior  to  this  change  it  had  been  to  the  advantage  of  the 
agent  to  procure  a  deferred  dividend  policy,  had  it  not?  A. 
Yes. 

Q.  And  what  was  the  reason  for  making  it  equally  to  the 
agent's  advantage,  all  things  considered,  to  give  the  policyholder 
an  annual  dividend  policy?    A.  It  is  not  equal  at  the  present  time. 

Q.  Well,  to  more  nearly  equalize  it?  A.  Because  under  the 
agitation  that  has  been  going  on  of  late,  it  was  thought  probable 
that  a  larger  number  of  people  might  prefer  the  annual-dividend 
policies,  and  we  wished  to  put  our  agents  in  a  position  where 
they  could  sell  whatever  they  might  wish,-  whether  it  was  non- 
participating,  annual  dividend,  five-year  dividend,  ten  year,  fif- 
teen, or  twenty  year,  and  that  is  the  policy  of  the  Equitable  to- 
day, and  the  advice  that  I  have  given  our  agents,  is  to  sell  the 
public  whatever  the  public  want. 

BY  MR.  COX: 

Q.  Was  it  not  in  point  of  fact  because  you  thought  they  could 
not  sell  any  more  twenty-year  deferred  dividend  policies?  A. 
No,  sir,  because  our  records  show  that  we  have  continued  right 
straight  along  to  sell  very  many  more  deferred  dividend  policies 
thaji  all  others  combined,  ever  since^  this  hearing  began. 

Q.  So  it  has  not  changed  your  results  in  that  effect?  A.  Some- 
what, but  not  materially.  The  majority  of  our  business,  the  great 
majority  of  O'ur  business,  is  sold  at  the  present  time  cm.  the  deferred 
dividend  plan. 

BY  ME.  HUGHES: 

Q.  Then,  am  I  to  understand  that  prior  to  the  time  when  you 
raised  the  rates  of  commission  on  tl.e  annual  dividend  policies, 
your  agents  were  not  in  a  position  to  supply  that  sort  of  policy? 
A.  They  were,  yes,  sir— — 

Q.  On  the  same  basis  that  they  could  supply  the  other?  A. 
They  were,  but  the  compen,sations  were  not  quite  so  great. 

Q.  Therefore,  they  could  not  get  a  fair  living  if  they  devoted 
their  attention  principally  to  annual  dividend  policies?  A.  I 
would  not  say  that.  Some  men  would  make  a  good  living  de- 
voting their  attention  to  any  kind  of  policy.  Perhaps,  the  average 
agent  would  not  have  been  able  to  make  a  satisfactory  income,  de- 
voting himself  entirely  to  the  sale  of  annual  dividend  policies. 
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Q.  What  precisely  did  yoii  mean  by  saying  the  change  waa 
made  to  e^nahle  your  agents  to  serve  the  public  and  give  them_wha.t 
they  wanted?  A.  I  said  as  soon  as  the  matter  became  generally 
agitated,  I  felt  that  it  was  a  very  proper  thing  to  put  our  agents 
in  a  position  where  they  could  give  the  public  anything  they 
wished  to  on  terms  entirely  satisfactory  to  themselves. 

BY  MR  COX: 

Q.  Would  that  not  have  been  proper  before?  A.  There  never 
had  been  any  demand  at  all,  to  indicate  it.  I  would  be  very  glad 
indeed,  at  this  particular  time,  to  give  you  a  little  result  shov/ing 
the  way  the  people  have  selected  between  the  two  particular  classes 
of  insurance,  the  annual  dividend  and  deferred  dividend,  going 
over  a  period  of  the  last  many  years,  if  you  would  like  to  have  me. 
I  can  give  it  to  you  very  easily. 

BY  MK.  HUGHES: 

Q.  Well,  we  mil  take  it  at  the  moment,  go  on.  A.  I  looked 
up  to  see  what  the  records  of  five  leading  annual  dividend  com- 
panies from  1868  down  to  the  present  time  had  been,  in  com- 
parison with  four  deferred  dividend  companies.  I  took  the  Con- 
necticut Mutual,  the  Mutual  Benefit,  the  Aetna,  the  ISTew  England 
and  the  Manhattan.  I  found  that  they  had  in  force  443,000,000 
on  January  1,  1868 — I  leave  off  odd  amounts.  The  four  principal 
deferred  dividend  companies,  the  Mutual,  Equitable,  ISTew  York 
Life,  and  the  ISTorthwestem,  had  at  that  time  352,000,000  in  force. 
On  January  1st  last  the  same  five  annu-^l  dividend  companies  had 
998,000,000  of  outstanding  insurance  aivd  the  four  deferred  divi- 
dend companies  had  5,779,000,000.  The  five  annual  dividend 
companies  has  shown  an  increase  in  thirty-seven  years  in  their 
outstanding  insurance  of  555,000,000  and  the  four  deferred  divi- 
dend companies  had  shown  an  increase  of  5,226,000,000. 

Q.  You  mean  by  those  figures  to  indicate  the  great  popularity 
of  that  system?     A.  Yes,  sir. 

Q.  But  during  many  years  has  not  that  popularity  been  main- 
tained by  anticipations  which  have  not  been  realized?  A.  I  would 
be  very  glad  to  speak  to  you  on  that  and  tell  you  why  tliey  have 
not  been  realized. 

Q.  But,  as  a  miatter  of  fact,  before  we  come  to  the  reason  for 
the  non-realization,  is  it  not  a  fact  that  the  popularity  has  been 
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maintained  by  hopes  that  haA^e  not  come  true?  A.  I  have  not  any 
doubt  but  what  people  have  been  disappointed  in  their  results. 
They  have  been  disappointed  also  in  annual  dividends,  because 
they  have  gone  down  in  nearly  the  same  ratio.  The  facts  are 
that  results  have  been  veiy  much  less  of  late,  Mr.  Hughes,  for 
five  distinct  reasons.  Those  reasons. are  first,  interest  has  gone 
down  very  materially.  Twenty  years  ago  men  got  six  per  cent. 
intereKt  on  their  money  or  paid  that  on  their  mortgages  the  same 
as  they  do  now  get  four  per  cent,  or  pay  four  per  cent.  The 
policyholders'  money  would  have  been  worth  accordingly  less  to 
nimself  if  he  kept  it.  Then  commissions  and  expenses  have  gone 
up. 

Q.  Yes.  A.  ISTow,  a  part  of  the  raise  in  commissions  would 
have  been  absolutely  necessary  in  any  event  to  have  kept  pace 
with  the  increase  in  the  cost  of  labo.r  and  lawyers'  fees  and 
medical  service  and  everything  else.  The  cost  of  living  has  gone 
up  and  necessarily  the  cost  of  earnings  for  life  insurance  agents 
would  necessarily  increase  somewhat.  Then  a  very  important 
item  is  the  item  of  taxes.  You  may  not  know  that  taxes  have 
just  exactly  doubled  I  think  in  the  last  twenty  years.  I  have 
a  list  of  taxes  charged  on  premiums.  I  have  a  list  of  the  taxes 
charged  by  the  different  States  in  the  Union  and  it  shows  that  it 
has  just  exactly  doubled  I  think  in  the  last  twenty  years.  That  is 
a  very  material  matter,  I  think.  I  think  we  paid  last  year  in 
taxes  and  fees  $553,000.  Now,  that  in  itself  would  have  very 
materially  decreased  the  dividends  and  that  is  something  that  has 
been  forced  upon  life  insurance  companies,  which,  I  believe,  is 
very  unfair  and  unjust. 

Q.  How  much  did  you  pay  in  the  way  of  taxes  last  year  ?  A.  I 
think  taxes  and  fees  $553,000. 

Q.  How  much  did  you  pay  last  year  for  commissions  and  ex- 
penses of  agents?  A.  May  I  give  the  other  two  reasons  before 
I  ansAver  this? 

Q.  Yes.  A.  The  fourth  reason  I  would  say  for  less  results  is 
because  policies  to  meet  the  demands  of  the  public  have  been 
greatly  liberalized.  The  old  fashioned  restricted  life  insurance 
policy  could  not  be  sold  to-day  under  any  circumstances,  nobody 
would  buy  it,  and  in  liberalizing  the  policies  as  to  travel,  em- 
ployment, incontestibility  and  so  forth,  making  them  payable 
immediately  on  receipt  of  proof  of  death,  the  companies  have 
diniiuished  the  gain — — 
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Q.  And  lapses?  A.  Yes,  and  from  lapses,  and  in  connection 
with  it.  N^ow  the  fifth  reason  is  the  profit  from  lapses  which  have 
very  generally  decreased  under  the  more  liberalized  policy. 
There  is  no  such  profit  from  lapses  and  people  have  learned  that 
they  suffer  a  greater  loss.  Those  are  the  reasons  which  have 
made  the  results  somewhat  less  than  they  were  formerly. 

Q.  Did  you  include  anywhere  in  those  reasons  extravagance 
in  management?  A.  I  think  that  might  properly  have  been  in- 
cluded. 

Q.  You  have  no  doubt  of  that  have  you  ?  A.  I  have  no  doubt 
but  what  there  has  been  some  extravagance,  and  I  am  very 
much  in  hopes  it  will  be  eliminated,  and  it  is  for  that  reason 
that  I  felt  from  the  beginning  that  the  work  of  this  commit- 
tee would  be  of  great  advantage  to  life  insurance  and  not  only 
to  life  insurance,  but  to  all  corporations  generally  throughout  this 
country. 

Q.  We  sincerely  hope  so. 

BYMK.  COX: 

Q.  What  did  those  taxes  amount  to  in  percentages?  A.  I 
can  give  it  to  you  by  a  statement,  what  it  has  been  and  every- 
thing. 

Q.  !N"o,  you  have  stated  at  the  present  time  it  is  $553,000, 
and  it  has  been  doubled  in  twenty  years.  Now,  I  assume  about 
twenty  years  ago  is  was  $250,000?  A.  The  percentage  is  what 
I  was  talking  about,  which  has  been  doubled,  but  I  can  show 
you  that.  I  cannot  carry  it  all  in  my  head,  but  I  will  show  you 
the  statement. 

EY  THE  OHAIEMAIJ': 

Q.  Can  you  tell  me  what  rate  of  taxation  the  amount  paid 
by  you  is  to  the  gross  assets  of  your  company?  A.  I  will  give 
it  to  you  on  the  premiums,  which  it  is  usually — — 

Q.  No,  I  am  talking  about  the  taxes  you  pay  in  proportion  to 
I  he  amount  of  property  which  you  own. 

BY  MK.  HUGHES: 

Q.  Suppose  you  give  the  total  amount  paid  for  taxes,  license^! 
and  fees  in  the  year  1904  by  the  Equitable?  A.  Total  by  the 
Society,  and  its  managers,  $553,463.51. 
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BY  THE  CHAIEMAN: 

Q.  Now  the  assets  of  the  Equitable  were  how  many  millions  ? 
A.  In  our  last  statement  they  were  given  as  $413,000,000. 

Q.  Then  the  entire  tax  that  you  pay  is  less  than  on°-?i'''hth 
of  one  per  cent,  on  the  property  you  possessed  ?  A.  This  does 
not  include  all  the  taxes  on  our  real  estate. 

Q.  Well  figure  it  on  the  basis  you  have  stated,  it  is  less  than 
one-eighth  of  one  per  cent,  upon  your  assets,  is  it  not  ?  A.  That 
is  a  matter  of  computation,  but  this  does  not  include 

Q.  Well,  it  is  easy  of  computation,  with  $553,000  of  taxes 
and  licenses  and  fees  and  over  $400,000,000  of  assets,  it  is  a 
little  less  than  one-eighth  of  one  per  cent,  of  taxes  that  you  pay 
in  gross. 

BY  ME.   HUGHES: 

Q.  To  have  the  entire  case  put  before  the  Committee,  I  will 
state  that  from  the  Blue  Book  it  appears  that  the  total  taxes, 
license  fees  and  fines  paid  by  the  Equitable  in  1904  which  I 
understand  includes  all  taxes  upon  the  property  which  the 
Equitable  owns,  real  estate,  and  so  on,  amount  to  $1,073,161. 
Xow  of  this  total  amount  this  amount  you  give  of  $553,000, 
stands  for  what  ?  A.  It  stands  for  taxes  of  premiums,  tax  on 
reserves,  insurance  department  fees  and  licenses.  I  want  to  cor- 
rect myself  just  a  moment  there,  when  I  said  twenty  years.  The 
ratio  of  these  taxes  in  1889  was  47/lOOths  of  one  per  cent. 

BY  THE  CHAIEMAN: 

Q.  The  ratio  to  what  ?  A.  The  ratio  to  premiums,  and  the 
ratio  during  the  past  year  was  .94  of  one  per  cent,  or  just  exactly 
double. 

Q.  That  is  misleading,  unless  you  state  the  ratio  of  per- 
centage for  your  gross  assets,  which  is  what  other  people  have 
to  pay  taxes  upon.  A.  Life  insurance  taxes  have  not  been 
generally  measured  that  way,  because  the  real  estate  is  in  a 
class  by  itself.  Until  comparatively  recently,  I  thi*nk  it  was 
uenerally  conceded  that  life  insurance  premiums  were  much 
like  savings  banks  deposits.  It  was  a  saving  of  the  people, 
the  only  difference  being  that  in  life  insurance  it  meant  a  sav- 
ing for  their  families    and    little    ones    after    they    were    dead 
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and  gone,  and  In  savings  banks  they  tried  to  save  for  their 
lifetime;  and  to  tax  those  premiums  is  a  tax  on  thrift  and 
personally  I  have  always  felt  there  was  the  same  reason  for  not 
taxing  life  insurance  premiums  that  there  is  for  not  taxing 
saving  banks  deposits. 

BY  ME.  HUGHES: 

Q.  Before  we  go  into  any  question  of  the  propriety  of  tax- 
ation I  should  like  to  have  the  facts  clearly  appear.  I  under- 
stand the  total  taxes  of  all  sorts,  license  fees  and  fines  paid 
last  year  was  $1,073,161,  that  is  taken  from  the  Blue  Book. 
May  we  assume  that  to  be  correct?  A.  I  assume  that  is  cor- 
rect. 

Q.  ISTow,  of  that  you  say  the  taxes  on  premiums  amount  to 
$553,000 — and  license  fees?  A.  Yes,  sir.  I  would  add  that 
is  entirely  exclusive  of  foreign — this  is  purely  in  the  United 
States. 

Q.  But  does  that  include  the  taxes  in  all  the  States  upon 
premiums  and  all  license  fees  paid  for  the  privilege  of  doing 
business  and  everything  except  taxation  upon  actual  property 
owned  by  the  company?  A.  I  understand  that  it  does  on  our 
United   States  business. 

Q.  Now,  the  total  premiums  received  by  your  company  in 
1904,  amounted  to  $62,643,837 — is  that  right?  A.  I  think 
that  is  correct. 

Q.  And  your  interest  and  other  income  amounted  to  $16,432,- 
859,  making  your  total  in  the  last  year  $79,076,696?  A.  Total 
income  $79,076,696. 

Q.  Now,  your  expenses  last  year  were  $15,579,604,  and  your 
taxes-  on  your  premiums  and  license  tax  were  $553,000,  were 
they?  A.  Of  life  insurance  premiums,  tax  on  premiums,  licenses 
and  so  forth,  $553,000,  yes,  sir. 

Q.  ISToAV,  what  taxes  did  you  have  to  pay  apart  from  taxes 
on  real  estate  property  or  property  owned  by  the  company  in 
the  way  of  taxes  on  premiums  or  license  fees  in  the  year  1889? 
A.  In  the  year  1889,  $122,243. 

Q.  $122,243?     A.  $122,243. 

Q.  And  have  you  the  statement  there  for  the  year  1884?  A. 
For  the  year  1884 — I  have  just  given  you  that — $553,000. 

Q.  No;  1884?     A.  I  have  not  it. 

Q.  How  far  back  does  your  statement  go?     A.  1889. 
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Q.  What  was  it  in  1890?'    A.  $133,303. 

Q.  I  find  from  the  blue  book' that  your  receipts  frotn  income 
iu  1899  Were  $25,3'5T,523;  your' interest  and  other  income, 
$5,035,765;  your  total  income  for  the  year,  $30,393,'288,  and 
your  total  expenses,  $6,004,095.  A.  Our  total  premiums  were 
$25,357,553  and  the  total  tax  $122,243.  , , 

Q.  Last  year  then  your  total  expenses  were  $15,579,604  and 
the  total  amount  paid  for  taxes  on  real  property,  personal  prop- 
erty, taxes  on  premiums,  license  fees,  and  so  forth  amounted 'to 
$1,073,161,  wliich  left  for  disbursements  in  other  ways  $14,500," 
000,  of  which  it  would  appear  that  in  the,  commissions  and  ex- 
penses of  agents  there  were  expended  $9,428,662  for  salaries, 
medical  fees  and  other  charges  $2,066,025,  and  for  other  ex- 
penses $2,378,410.  I  am  assuming  these  figures  to  be  correct? 
A.  I  havp,  not  those  figures  here,  but  I  assume  they  are  correct 
as  read  by  you. 

Q.  Now,  have  you  a  statement  of  the  amount  in  1889  which 
was  paid  out  by  your  company  for  commissions  and  expenses  of. 
agents?     A.  I  have  not,  no. 

Q.  Or  that  was  disbursed  by  your  company  in  salaries,  med- 
ical fees  and  other  charges  of  employees?  A-  No,  sir,  but  I 
have  here,  that  I  would  be  very  glad  to  give  you,  a  comparison 
of  the  last  five  years  with  the  previous  ten  years,,  which  will  em- 
brace that,  showing  the  cost  in  proportion  to  our  income,  right 
through  for  the  whole  fifteen  years. 

Q.  Then  cannot  you  give  me  that  for  1889,  taking  that  out 
for  the  moment  from  the  other  data  ?  A.  The  gross  expenses  for 
the  year  1889  were  $5,998,095. 

Q.  Now,  what  amount  of  that  was  for  commissions  and  expense 
of  agents  ?  A.  I  have  not  that  analyzed  here  that  way ;  I  have  not 
the  matter  segregated. 

Q.  Have  you  any  division  of  that  total  item  ?  A.  I  have  not 
here,  no  sir.  I  have  a  total  of  the  premium  receipts,  the  insurance 
in  force,  the  total  income,  the  dividends  paid  policyholders,  the 
gross  expenses,  and  the  ratio  of  expenses  to  income,  the  five  years' 
comparison  with  the  previous  ten  years,  and  I  am  very  glad  to  say 
it  shows  during  the  past  five  years  we  increased  our  outstanding 
insurance  more  than  we  had  during  the  previous  ten  in  addition 
to  keeping  in  force  a  billion  of  dollars,  we  increased  our  premium 
income  and  our  total  income  more  in  the  five  years  than  we  did  in 
the  previous  ten  years,  and  we  did  it  at  a  less  relative  eost^  that  iy, 
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in  addition  to  keeping  in  force  as  I  say  over  a  billion  of  dollars 
that  we  had  five  years  ago. 

BY  MR.  COX: 

Q.  That  v?ould  seem  to  indicate  the  dividends  would  be  in- 
creased tten  during  the  last  five  yeal-s?  A.  The  dividends  were 
increased  inore  during  the  last  five  years  ihan  they  were  during 
the  previous  ten.  The  increase  in  dividends  during  the  previous 
ten  years  was  $1,^37,973 ;  and  the  increase  in  dividends  in  the 
past  five  years  was  $2,881,393,  and  we  paid  more  dividends  in  the 
last  five  years  than  in  the  previous  ten. 

Q.  What  do  you  say  of  this  increase  in  view  of  your  statement 
of  a  while  ago  that  dividends  were  bound  to  decrease  and  had  been 
decreasing?  A.  Relatively  they  are  on  the  same  policy.  This 
shows  a  much  gireater  increase  of  the  business.  I  just  showed 
that  the  amount  of  business  that  we  have  done  during  the  past  five 
years  or  the  increase  we  have  made  is  much  greater  than  the  pre- 
vious ten. 

BY  THE  CHAIRMAN: 

Q.  You  mean  percentage  of  dividends  to  the  policyholder  has 
decreased,  although  the  aggregate  amount  has  increased  ?  A.  ¥e3, 
sir. 

BY  MR.  HUGHES : 

Q.  What  I  desired  to  get  was  such  a  detailed  statement  that  the 
Committee  would  see  what  element  of  cost  had  increased  during 
that  period,  whether  it  was  in  taxation  or  in  commissions  or  sal- 
aries ?  A.  I  take  it  all  that  you  have  mentioned,  increase  in  all 
those  lines — increase  in  taxes,  increase  on  taxes  on  premiums  has 
been  double;  it  has  increased  in  commissions  and  it  has  also  in- 
creased in  office  management. 

Q.  But  we  wanted  to  see  the  ratio  of  increase  with  reference 
to  the  various  items.  I  understand  you  have  not  it  here  which  will 
enable  us  to  so  do  ?  A.  JSTo,  I  only  have  it  each  year  as  it  has  gone 
as  an  aggregate. 

Q.  Do  you  happen  to  know  whether  the  ratio  of  home  office 
expenses  is — ^not  the  amount,  but  the  ratio  of  home  office,  of  ex- 
pense to  the  total  expense  or  to  the  premiums  and  other  receipts 
has  increased  ?    A.  I  am  satisfied  it  has.     I  have  not  figured  it 
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up,  but  I  am  satisfied  it  has.  This  has  been  a  period  for  increas- 
ing expenses. 

Q.  But  you  say  the  ratio  of  the  total  expenses  has  decreased 
in  comparison  with  the  total  receipts  ?  A.  The  ratio  over  the 
last  five  years  of  expenses  to  our  income  has  been  less  than  during 
the  previous  ten  years,  yes,  sir,  and  the  ratio  during  1904  was 
materially  less  than  it  was  during  1903,  and  less  than  it  was 
during  1899.  Our  ratio  of  expenses  to  income  during  the  past 
year  was  nearly  one  per  cent,  less  than  it  was  during  the  previous 
year. 

Q.  How  did  your  dividends  last  year  compare  with  the  divi- 
dends of  the  previous  year?  A.  We  paid  last  year  in  dividends 
$6,100,9'02,  as  compared  with  $5,692,000  the  previous  year. 

Q.  I  mean  in  ratio?  A.  The  percentage  of  dividends,  if  I  re- 
member right,  this  last  year,  was  a  little  greater  than  during  the 
previous  year. 

Q.  You  are  sure  of  that?  A.  I  am  quite  sure.  That  was  ac- 
counted for  to  some  extent  by  reason  of  the  change  in  the  market 
value  of  our  securities.  You  remember  that  1904  was  a  very 
favorable  year,  and  1903  was  an  unfavorable  year. 

Q.  Is  it  proper,  in  your  judgment,  in  determining  the  prosperity 
of  an  insurance  company,  to  take  the  ratio  of  its  expenses  to  its 
in^me,  net  premiums  and  other  income?  A.  I  think  perhaps 
that  is,  judged  over  a  period  of  years  —  I  think  that  is  about  as 
good  a  basis  as  you  can  possibly  have. 

Q.  Is  it  fairer  to  take  the  ratio  of  the  expense  to  the  returns 
to  policyholders  in  all  ways  — that  is,  the  total  paid  to  policyhold- 
ers ?  A.  I  never  heard  of  expenses  being  so  measured.  The  three 
general  ways  we  compute  and  compare  expenses  are  expenses  to 
premiums,  expenses  to  income,  and  expenses  to  mean  amount  of 
the  insurance  in  force.  You  can  see  it  would  not  be  fair  to  esti- 
mate the  expenses  as  percentage  to  the  returns  to  policyholders, 
because  of  the  conditions  of  the  policies.  Some  companies,  for 
instance,  might  not  be  returning  at  the  time  being  anything  par- 
ticular in  the  way  of  dividends,  but  might  be  accumulating  a  very 
large  amount;  in  other  words',  to  properly  estimate  the  prosperity 
of  a  company  I  think  you  must  take  into  consideration  the  surplus 
earned,  the  dividends  paid  and  the  sums  laid  by  to  pay  future 
dividends.     That,  I  think,  is  really  the  general  test. 

Q.  Your  attention  is  now  called  to  a  new  agent's  offer  for  1905. 
which  I  will  offer  in  evidence. 

(Paper  marked  Exhibit  ]!To.  425.) 
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(Exhibit  No.  425  will  be  found  in  the  Book  of  Exhibits.) 

Q.  (Continued.)  What  is  the  purport  of  that?  A.  That  is  an 
offer  made  by  the  Society  to  our  general  agents,  authorizing  them 
to  make  an  offer  to  their  sub-agents  of  one  hundred  dollars  for 
each  new  agent  secured  by  the  sub-agent  who  shall  pay  for  twenty- 
five  thousand  dollars  of  new  business  within  a  period  of  six 
months,  with  the  understanding  that  one-half  of  the  one  hundred 
dollars  it  offered  as  a  prize  to  the  sub-agent  shall  be  paid  by  the 
general  agent,  the"  other  one-half  to  be  paid  by  the  Society.  I 
have  always  felt  that  it  was  wise  for  us  to  co-operate  in  some 
slight  way,  or  as  much  as  we  could  reasonably,  with  our  general 
agents  in  an  effort  on  their  part  to  increase  the  agency  force  of 
the  Society,  and  this  is  an  effort  of  that  kind  in  which  we  shared 
the  expense  with  them,  and  it  interests  all  sub-agents  in  an  effort 
to  try  and  secure  a  good  representative  for  the  Society. 

Q.  Do  you  have  any  dealings  with  sub-agents  directly?  A. 
Practically  not.  Of  course,  if  a  complaint  is  made,  or  any  issue  is 
drawn,  or  anything  taken  up  to  be  straightened  out,  we  do,  but 
generally  speaking  onr  dealings  are  with  the  general  agents. 

Q.  Do  you  exercis"  any  supervision  over  the  contracts  entered 
into  between  the  general  agent  and  sub-agent?  A.  Except  that  I 
expect  to  have  called  to  my  attention  by  the  Agency  Bureau,  or 
contract  clerk,  any  contracts  that  are  not  generally  in  accordance 
with  what  is  believed  to  be  satsisfactory  to  the  Society. 

Our  general  agents  are  required  to  file  with  the  Society  a  tripli- 
cate contract  entered  into  between  themslves  and  sub-agents. 

MR.  HUGHES:  I  find  that  I  have  here,  Mr.  Chairman,  in  the 
Conn'ecticut  Beport,  that  is  the  report  of  the  Equitable  to  the 
Insurance  Department  of  the  State  of  Connecticut,  a  statement 
of  their  taxes  and  licenses,  department  fees,  segregated  so  as  to 
show  the  insurance,  taxes,  licenses  and  department  fees  in  total, 
embracing  foreign  countries  as  well  as  the  United  States,  and 
the  taxes  on  real  estate;  and  I  will  read  the  items  on  the  record 
for  the  year  1904: 

Insurance  taxes,  taxes,  license,  and  department  fees. $707,865. 19 
Taxes  on  real  estate 365,295.98 

Q.  What  supervision  is  exercised,  Mr.  Tarbell,  over  the  rep- 
resentations that  are  made  by  agents  to  secure  business,  circulars 
that  are  sent  out?     A,  Generally  speaking  our  agents  are  not 
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permitted  to  issue  circujiars  witliput  thp^r;  being  approyed  Ipy  the 
Lome  oifiee.  The  literature  is  supposed  to  be  furnished  from 
the  home  ofSce.  l^either  are  thfey, '  generally  speaking,  permitted 
to  make  advertisements  without  that.  The  Society  furnishes  such' 
literature  as  it  feels  its  agents  should  use  and,  of  course,  if  any-' 
thing  that  is  used  is  not  authorized,  it  is  likely  to  come  back 
to  us  in  some  way  or  another,  and  if  we  should  learn  of  it  we 
should  stop  it.  Then  we  attend,  of  course,  to  all  complaints  that 
are  made  to  us,  and  follow  thein  up  carefully,  and  if  we  find 
agents  are  guilty  of  misrepresentation  of  course  we  dispense  with 
their  services.  Then,  again,  for  very  mtay  years  we  have  put 
out  our  general  literature  as  it  relates  to  deferred  dividend  in- 
surance as  based  upon  actual  results,  not  the  old-fashioned  esti- 
mate. Since  1888  we  have  used  nothing  but  results  at  all  oji 
maturing  policies.  ' 

Q.  Have  you  called  attention  in  the  statement  of  actual  results 
upon  maturing  policies  to  these  many  reasons  why  in  the  future 
less  results  should  be  expected?  A.  Yes,  the  statements  that 
our  agents  have  been  permitted  to  use  have  Shown  in  connec- 
tion with  that  that  this  is  not  a  criterion  of  what  they  may  ex- 
pect in  the  future,  because  future  results  would  necessarily  depend 
Upon  future  experiences  of  the  Society,  including  rates  of  in- 
terest, rates  of  mortality,  rates  of  expenses,  and  of  different' 
things. 

Q.  You  say^  generally  sjpea'king,  agents  do  not  issue  circulars. 
Do  you  mean  to  imply  that  in'  exceptional  cases  they  have  the 
right  to?  A.  I  mean  to  imply  that  an  agent  might  wlthotit  Our' 
knowledge  do  it,  but  with  the  vast  number  of  thousands^  of  agents 
we  have  it  is  impossible  to  make  every  agent  confprm  to  our 
rule  at  all  times. 

Q.  I  h^ve  here  a  statement^  or  letter  or  circular,  issued  by  ,a 
general  agent  of  New  York  —  is  that  authorized  by  the  Equitfil^lp 
(showing  witness  paper)?  A.  P  dont'  know;  I  could  ,np,t,  tell 
without  ascertaining  from  the  home  pffice  yhether  that  h^d  ever 
been  submitted  or  not.  It  relates,  of  course,  to  ,a  .premipmi^iyi- 
dend  policy  which  provides  in  case  a  man  dies  within  the  fifteen 
year  period  or  twenty  year  period,  as  the  case  may  be,  his  pre- 
miums vnll  be  returned  entire  in  addition  to  the  face  of  the 
policy. 

Q.  I  will  refer  to  the  class  of  insurance  in  a  moment.  What 
department  of  the  home  ofiice  supervise  the  circulars  that  agents 
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are  allowed  to  issue?  A.  ^hajt  would  properly  come  under  the 
secretary's  department. 

Q.  Does  your  department  have  anything  to  do  with  it?  A-  If 
ovir  attention  is  called  to  it,  if  necessary,  in  the  disciplining  of  the 
agent,  it  would. 

Q.  But  apart  from  matters  of  discipline  ?  A.  Crenerally  speak- 
ing, it  would  not  necessarily  come  to  my  department. 

Q.  Does  the  secretary's  department  prepare  circulars  that  are 
to  be  issued,  setting  forth  thjs  terms  of  insurance?  The  secre- 
tary's department  is  responsible  for  the  publication  of  our  litera- 
ture, yes,  sir. 

Q.  Apart  from  the  publishing  of  it,  is  the  secretary's  depart- 
ment responsible  for  the  contents  of  it?  A.  The  contents  of 
literature  is  generally  made  up  by  the  secretary's  department,  and 
advertising  department  or  publishing ,  department,  Mr.  Edwards, 
and  with  more  or  less  suggestion  from  the  agency  department. 

Q.  Have  you  any  responsibility  in  the  matter,  or  your  depart- 
ment? A.  Only  as  it  migh/t  be  brought  to  my  attention,  my  ap- 
proval or  suggestion. 

Q.  Is  it  brought  to  your  attention  regularly  for  your  approval? 
A.  Yes,  sir,  much  of  it  is. 

Q.  Can  any , circular  ]De  issued  from  general  agents  with  regard 
to  the  representations  that  are  made,  ito  notify  people  ito  take 
policies,  without  your  approval  in  thciregular  course  of  business? 
A.  No,  sir. 

Q.  Take  this  circular  that  I  now  show  you,  do  you  know  whether 
in  the  regular  course  of  business  the  circular  would  have  to  receive 
the  approval  of  your  department?    A.  It  would  not. 

ME.  HUGrHES :  Now,  I  will  offer  this  in  evidence. 

(Paper  marked  Exhibit  426  and  rekd  in  evidence.) 

Q.  I  call  your  attention  to  that  clause,  "lam  authorized  to  sub- 
mit to  your  consideration  a  special  contract  which  guarantees  life 
insurance  free  of  cost  in  event  of  your  death  within  a  period  of 
twenty  years."  Who  authorized  Mr.  Eobinson  to  submit  such 
a  contract?  A.  I  don't  know.  In  all  probability  he  is  a  sub- 
agent  of  our  general  agents,  I  think  Messrs.  Prosser  &  Homans. 
He  is  given  the  title  probably  by  them  of  general  agent.;  I  think 
if  I  ani  not  mistaken  he  is  under  our  Messrs  Prosser  &  Homans. 
He  is  a  sub-general  agent    of 'Prosser  &  Homans  who  are  man- 
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agers  and  general  agents  in  this  city,  and  he  may  have  received 
his  authorization  from  them. 

Q.  Does  your  society  issue  any  contract  guaranteeing  life  in- 
surance free  of  charge?  A.  We  issue  a  contract  which  in  the 
event  of  death  within  a  stipulated  period  not  only  pays  the  face 
of  the  policy  but  a  return  of  all  premiums  for  which  we  charge. 
The  man  simply  buys  additional  insurance.  He  has  loaded  pre- 
miu.m  that  makes  up  for  the  increased  insurance  in  the  amount  of 
the  premiums  that  are  added  to  his  policy. 

Q.  Then  the  meaning  of  this  guarantee  of  life  insurance  free 
of  cost  in  the  event  of  death  within  a  period  of  twenty  years 
means  that  in  the  event  of  death  within  that  time  tlie  face  of  the 
policy,  plus  all  premiums,  will  be  returned?     A.  Yes,  sir. 

Q.  Is  tliere  any  interest  given  upon  the  premiums?  A.  'No, 
sir;  although  we  do  issue  a  policy — ^we  issue  a  bond  policy,  where- 
by we  agree  that  in  the  event  of  death  that  the  amount  returned 
shall  not  be  less  than  the  premiums  at  compound  interest,  but  that 
does  not  include  the  face  of  the  policy. 

Q.  I  mean  this  particular  policy?  A.  No,  sir,  that  policy  does 
not. 

Q.  Do  you  think  it  is  proper  to  describe  this  as  a  guarantee  of 
life  insurance  free  of  cost  when  the  man  pays  his  premiums,  and 
gets  no  interest  upon  the  money  ?    A.  I  do  not. 

Q.  Then  you  disavow  all  responsibility  for  it?  A.  I  do,  yes, 
sir. 

Q.  Now  I  brought  this  up  not  because  your  company  is  a 
special  offender  in  a  matter  of  that  sort,  but  to  emphasize  the 
importance  of  some  responsible  checking  of  the  circulars  that 
are  issued  by  insurance  companies  to  people  without  special  in- 
formation with  regard  to  insurance  matters.  "What  in  your 
judgment  can  be  done  to  prevent  what  amounts  to  a  misleading 
of  the  public  with  respect  to  the  effect  of  their  contracts?  A.  I 
don't  know,  unless  it  might  be  the  enactment  of  a  law  that 
made  it  a  misdemeanor  for  an  agent  to  use  anything  in  the 
way  of  representations  that  he  was  not  authorized  by  his 
company  to  use,  and  if  the  company  authorized  the  use  of  any- 
thing that  was  not  proper  to  hold  the  officers  of  the  company 
responsible. 

Q.  Suppose  you  were  a  despot  in  charge  of  an  insurance 
company  what  would  you  do  as  a  matter  of  internal  adminis- 
trution  to  prevent  that  sort  of  thing?     A.  I  should  properly 
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discipline  an  agent  who  would  do  a  thing  of  that  kind  and  if 
he  repeated  the  offence  I  should  see  that  he  had  no  longer  an 
opportunity  to  do  it  as  an  agent  of  the  company  I  was  an 
officer  of. 

Q.  Isn't  there  some  means  by  which  a  censorship  can  be 
established  in  insurance  companies  so  that  no  circulars  shall 
go  out  without  a  careful  supervision,  to  ensure  absolute  ac- 
curacy of  statement?  A.  That  is  quite  possible  so  far  as  the 
company  itself  is  concerned,  of  course  it  would  be  absolutely 
impossible  for  any  company  that  had  agents  all  over  the  world 
to  do  anything  that  would  prevent  an  agent  having  printed 
himself  some  misleading  circular.  All  the  company  could  do 
in  that  case  would  be  to  dispense  with  the  agent  or  properly 
discipline  him  if  he  did  anything  of  the  kind. 

Q.  A  man  in  the  city  of  New  York  would  hardly  send  out  a 
circular  for  general  distribution  without  the  authority  of  the 
company?    A.  Oh,  yes,  they  would. 

Q.  They  do,  do  they?  A.  I  have  seen  such  things,  yes,  sir. 
I  have  not  any  idea  that  circular  was  approved  by  anybody  in  the 
Equitable  Society. 

EY  THE  CHAIRMAlsT: 

Q.  Without  intending,  of  course,  to  indicate  that  it  is  intend- 
ed or  not  intended  by  the  Committee,  what  would  you  say 
would  be  the  objection  to  making  the  company  responsible  for 
the  representations  of  the  agent  ?  A.  That  is  to  say  to  make  each 
solicitor  of  insurance  an  agent  of  the  company  and  responsible 
to  the  extent  that  agency  implies?  A.  I  think  it  would  be  ob- 
viously unfair  for  the  reason  that  the  most,  intelligent  and 
most  honest  officer  might  be  imposed  upon,  and  you  could  not 
of  course  under  those  circumstances  hold  him  properly  responsible 
other  than  for  the  dismissal  of  the  agent. 

Q.  I  speak  of  it  for  this  reason.  Formerly  there  was  written 
into  policies  a  clause  that  the  solicitor  was  the  agent  of  the 
insured  person  and  in  no  sense  agent  of  the  company.  If  I  re- 
member we  passed  a  law  recently  which  forbade  that  kind  of 
clause  in  a  policy.  A.  I  thought  I  made  myself  understood 
to  you,  Mr.  Armstrong.  I  know  that  the  officers  of  our  com- 
pany have  tried  very  hard  for  many — very  many  years  to  have 
all  such  matters  emanate  from  the  Society  direct,  and  we  have 
made    rules    against    the    preparation    or  "publication    of    any 
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mattpr  CJ.1  the  part  of  the  agent,  ,ibut,.m  spite,  of  tba^t  it  some- 
tiioep  happens  that  jthose,  things  occur  ancT.  Ave  .dismiss  people 
for  uoingitho^e  things. 

Q.  What  would  you  say  if  the  law  forbade  a  company  from, 
nj^kipg  estin;iatps  of  present  and  , other  figures  from  persons 
solicited  rathe.r  tlriaji  actiial.  results  ?  A.  I  think ,  it  would  be, 
a  very  proper  law.  I  do  not  ,thipk  that  any  company  sJiould 
be  permitted  to  use  an  estimate.  In  fact,,  we  have  practically 
done  away  with  using — ^you  m,ight  say  anything.  The  only, 
thing  we  haye  done  the  past  year  is  to  , issue,  a  littlei  booklet 
in  which  Aye  simply  give  under  number  the  actual;  number  of 
the  policy  and  tlie  i;esult  that  was  paid  on  that  policy  . 

Q.  I),on't  your  agents  posses^  ^stim,ate  books  as  usual  noAv? 
A.  ISTo,  sir,  there  hais^  not.  been  an  estimate  book,  issued  by  the, 
Hquital^le  since  1888 —  since  1887.  The  fir^t ,  actual  results 
were  ,in  1^37  and  we  h^yeused,  nothing  but:  actual  results  , State- 
ments since  that  time. 

BY  MK.  COX:  ,  , 

Q.  Some  time  ago  in  your  testimony  you  referred  to  the  fact 
that  you  stated  in  connection  Avith  the  matter  of  actual  results 
that  those  results  could  not  be  depended  upon  for  the  future, 
OAving  ;to  various  contingencies.  A,  We  have  ,don,e  that;,on  all 
slip^  yjfhich  our  agents  have  had  at  all, ,  , ,  , 

Q.  I  recall  this  particular  book,  but  I  ,do,  not ,  lecajll  any  such 
statement  in  connection  with  that.  A.  I  avouH  be  A^ery  glad  , to 
show  you  a  copy  of  the  statements.  I ,  can  bring  them  up  and 
show  you  this  ajl^ternopp,  if  you  would  like  them. 

BY  ^E.  HUGHES: 

Q.  I  referred  yestferday  to  the  experience  of  the  Australian 
Mutual  Providence  Society:  Do  you  know  whether  that  society 
had  to  meet  competition  in  Australia  ?  A.  I  really  don't  knoAv 
what  the  competition  has  been  there. 

Q.  You  know  it  had  coinpetition,  the  competition  of  your  OAvn 
company?     A.  Yes,  sir.  ,  '  ,  '     r 

Q.  And  the  competition  of  the  New  York  Life?  A.  Yes 
sir,  I  believe  they  do  business  there. 

Q.  And  the  Mutual  Life?  A.  I  think  not.  One  or  th^  otluir 
of  those  companies  did  not  compete.   ' 
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Q.  And  English  companies ,?  A.  I  think  there  are  some  Eng- 
lish companies,,  but  I  do  not  think  many.  I  am  not  sufficiently 
posted  regarding  that.  I  have  not  had  charge  of  foreign  business 
and  have  no  occasion  to  familiarize  myself  witli  that. 

Q.  Do  you  know  what  has  been  the  result  of  the  foreign 
business  of  your  company  in  Australia?     A.  Only  generally. 

Q.  Was  it  good  or  bad  ?  A.  The  expenses  were  unsatis- 
factory. 

Q.  Has  your  attention  been  called  to  the  fact  that  this  Aus- 
tralian Mutual  Providence  Society  with  commissions  on  its  first 
year's  business  of  about  thirty  per  cent.,  and  renewals  or  collec- 
tion commissions  of  about  three-tenths  of  one  per  cent,  has  been 
able  to  compete  successfully  with  your  company  or  other  American 
companies,  and  English  companies  and  establish  itself  upon  a  very 
firm  basis  with  marked  success?  A.  I  understand  it  has  made 
a  marked  success  and  that  it  is  a  very  successful  company  a,nd 
very  economically  managed. 

Q.  Now,  it  is  a  sort  of  object  lesson,  in  view  of  the  disap- 
pointing results  of  ithe  American. com,panies'  business  in  the  same 
territory,  is  it  not?  A.  Possibly.  Yet  at  the  same. time  it  might 
not  be  so  favora^ble  if  it  were  i  doing  ibusiness  somewhere  else. 
The  conditions,  of  course,  would  have  to  be  taken  into  considera- 
tion. The  great  reputation ,  of  the  company  as  a  home  company, 
among  other  things,  has  enabled  it  to  make  its  great  success. 

Q.  Isn't  its;  reputation  diie  to  the  returns  it  has  been  able  to 
make  to  its  policyholders  ?  A.  I  have  no  doubt  but  it  is  in  part. 
I  would  like  to  say  that  we  think  the  results  here  are  very  good 
from  letters  that  we  get  from  policyholders  expressing  satisfaction 
in  connection  with  them,  and  the  success  we  have  had  [in  canvass- 
ing under  them.  In  fact,  I  am  maturing  fifteen  thousand  dollars 
on  my  own  life  during  the  coming  month,  taken. twenty  years  ago, 
under  which  ,the  results  are  very  satisfactory,  taking  it  at  ordinary 
life  rate  paying  dividends. 

Q.  Of  course,  those  are  matters  we :  shall  gb  into  thoroughly 
with  the  actuary  of  the  company  to  see  just  what  the  results 
on  the  deferred  dividend  policies  have  been  and  how  they  have 
compared  with  the  .anticipated  results. 

Q.  -What  I  wanted  to  particularly  djirept  your  attention  to  in  .the 
use  of  this  Australian  example  was  ;the  possibility  ;of  a  com- 
pany whose  object  was,  not  sp  .much  to  build  iip  a  tremendous 
business  but  to  do  a  safe  business  with  the  best  resul,^s  .to  the 
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policyholders,  could  accomplisk  with  a  low  expense  ?  A.  I  judge 
it  must  be  a  mighty  good  illustration  of  everything  that  is  good 
in  life  insurance,  because  without  "having  making  a  careful 
examination  of  the  company,  I  know  it  bears  an  excellent  repu- 
tation. 

Q.  You  were  speaking  of  your  own  insurance.  You  carry 
insurance  in  the  Equitable  Life?  A.  About  five  hundred  thou- 
sand dollars  oij  myself  and  family  —  about  four  hundred 
thousand  dollars  on  my  own  life,  and  over  a  hundred  thousand 
dollars  in  my  family. 

Q.  Do  you  pay  the  regular  premiums  on  that  insurance?  A. 
Yes,  sir. 

Q.  Do  you  know  whether  the  other  officers  of  the  company 

A. —  less  the  commissions  I  was  entitled  to  at  the  time  it 

was  taken  out. 

Q.  Did  you  get  commissions  upon  this  insurance?  A.  At 
the  time  it  was  taken  out,  yes,  sir. 

Q.  What  was  your  relation  to  the  company  ut  the  time  it 
was  taken  out?  A.  Most  of  it  while  I  was  an  agent 
of  the  company. 

Q.  And  agents  are  permitted  to  take  commissions  upon  the 
insurance  of  their  own  life  ?    A.  Certainly. 

Q.  Have  you  taken  out  any  insurance  while  you  have  been 
an  officer?    A.  Yes,  sir. 

Q.  Have  you  received  any  commissions  on  that?  A.  I  have, 
yes,  sir. 

Q.  As  a  reduction  of  your  premiums  ?  A.  Paid  to  me  through 
the  agency  through  which  the  insurance  was  taken. 

Q.  You  placed  it  through  an  agency?     A.  Yes,  sir. 

Q.  You  received  the  commission  instead  of  the  agent?  A. 
I  received  the  commission  allowed  me  by  the  agent,  yes,  sir. 

Q.  And  what  was  that?  A.  It  was  either  the  commission  the 
agent  was  entitled  to,  or  a  less  amount  —  I  could  not  tell  defi- 
nitely without  looking  it  up, 

BY  MK.  COX: 

Q.  Isn't  that  what  you  call  rebating?    A.  No,  sir. 

Q.  Why  not  ?  A.  I  think  I  was  entitled  to'  it.  I  think  any 
man  devoting  himself  entirely  to  a  business  is  entitled  to  any 
legitimate  commission  that  is  paid  to  anybody  in  connection  with 
Ihat  business. 
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BY  ME.  HUGHES: 

Q.  When  was  that  Mr.  Tarhell?    A.  What  is  that? 

Q.  When  was  that?    A.  When  was  the  policy  taken  out? 

Q.  Yes.  A.  I  cannot  say  —  tell  me  if  you  know ;  I  have  not 
taken  any  out  for  some  time. 

Q.  What  amount?  A.  I  think  the  last  insurance  I  took  was 
one  hundred  thousand  dollars. 

Q.  In  the  Equitable?     A.  Yes,  sir. 

Q.  Through  what  agent  ?  A.  I  think  that  was  placed  through 
Eisele  and  King,  Newark. 

Q.  What  commissions  were  they  allowed  on  it?  A.  They 
had  full  general  agents'  commission. 

Q.  What  share  of  their  commission  did  you  get?  A.  I  am 
under  the  impression  I  received  the  whole  commission. 

Q.  Do  you  know  that  amounted  to  ?  A.  I  could  not  tell  with- 
out  

Q.  Do  you  receive  renewal  commissions?  A.  In  connection 
with  the  insurance? 

Q.  Yes.    A.  Yes,  sir. 

Q.  The  same  as  Eisele  and  King  would  be  entitled  to  under 
their  regular  contract  ?    A.  I  think  so. 

Q.  Is  that  true  also  with  regard  to  the  insurance  on  other  mem- 
bers of  your  family  ?  A.  I  think  the  insurance  on  other  members 
of  my  family,  Mrs.  Tarbell's  insurance  was  entirely  taken  when  I 
was  the  agent  myself,  in  Chicago. 

Q.  Is  this  one  hundred  thousand  dollars  the  only  insurance  that 
you  have  written  with  the  Equitable  since  you  have  become  an 
officer  of  the  company  ?     A.  No,  sir ;  I  think  I  have  here 

Q,  You  may  read  a  statement,  please.  A.  I  have  all  told  on 
my  life,  $398,470  is  the  face  value;  in  other  companies  $125,000. 

Q.  Will  joii  give  the  dates  when  you  obtained  the  insurance? 
A.  I  obtained  this  insurance  at  different  dates  from  1879. 

Q.  Can  you  give  the  particular  dates  ?  A.  I  cannot  from  the 
information  I  have  here,  but  I  can  get  it  for  you. 

Q.  Since  you  became  an  oificer  is  what  I  want  particiilarly. 
A.  Yes,  I  think  I  have  taken  out  two  policies  since  I  became  an 
officer. 

Q.  At  what  dates  and  what  amounts  ?  A.  Several  years  ago, 
I  cannot  tell  you  without  looking  it  up.  I  will  be  very  glad  to 
look  it  up  for  you,  if  you  would  like  to  know. 
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Q.  The  total  is  what  I  want.  A.  The  commuted  value,  I  think, 
of  the  whole  was  two  policies  of  one  hundred  thousand  dollars 
each;  one  of  them,  I  think,  was  written  on  the  instalment  plan, 
which  made  the  face  value  greater,  but  made  it.  one  hundred 
dollars  each.  , 

Q.  What  agents  did  you  place  the  other  one  himdred  thousand 
dollars  through  ?  A.  I  am  under  the  impression  it  was  through 
the  Haynes  agency.  ,  ,      i 

Q.  Did  you  get  any  part  of  Mr.  Haynes'  commission?  A.  I 
did. 

Q.  What  pai:t  of  it  ?    A.  I  think  all  of  it. 

Q.  And  do  you  get  renewal  commissions  upon  that  insurance? 
A.  Yes,  sir. 

Q.  And  do  you  know  the  rate  of  commission  ?  A.  The  regular 
general  agents'  commission. 

Q.  The  same  rate  as  has  been  stated  here  ?    A.  Yes. 

Q.  Maximum  rates  ?     A.  Yes,  sir,  I  think  so. 

Q.  How  do  you  draw  those  renewal  commissions,  from  tlie 
society  directly  ?  A.  They  have  been  sent  to  me ;  I  think  the  pre- 
miums paid  to  the  society  and  commissions  sent  to  me  from  the 
agency. 

Q.  Since  Mr.  Haynes  has  left,  how  is  the  matter  managed  ? 
A.  I  don't  know  that  a  premium  has  matured.  If  it  had  it  prob- 
ably would  be  paid  through  the  cashier. 

Q.  what  is  the  premium  that  you  paid  on  those  policies  ?  A.  I 
could  not  tell  you  that  without  looking. 

Q.  You  can  furnish  a  statement  with  regard  to  these  matters  ? 
A.  Yes,  sir. 

Q,  Now,  is  your  recollection  clear  that  the  members  of  your 
family  have  -placed  all  the  insurance  that  they  have  prior  to  the 
time  that  you  became  an  officer  ?  A.  I  know  that  Mrs.  Tarbell's 
has.  I  think  there  is,  only  my  son  has  a  $5,000  policy  which,  I 
think,  has  been  placed  since. 

Q.  Have  you  placed  insurance  with  other  companies?  A.  Have 
I  on  my  own  life  ? 

Q.  Yes.     A.  Yes,  sir. 

Q.  Have  you  received  any  part  of  the  agent's  commission  in 
such  cases?     A.  I  have,  yes,  sir. 

Q.  In  what  cases  ?    A.   I  think  in  every  ease. 

Q.  What  is  the  amount  of  the  insurance  and  the  companies  in 
which  it  has  been  placed?     A.  I  have  $50,000  with  the  ISTew 
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York  Life,  $50,000  insurance  with  the  Travellers'  and  $25,000 
insurance  in  Aetna. 

Q.  Through  what  agent  was  the  insurance  placed?  A.  The 
insurance  with  the  Tratellers'  was  placed  through  their  general 
agent,  Mr.  ]Srolan  at  Chicago,  at  the  time  I  was  at  Chicago,  I 
should  say  some  15  years.  The  Aetna  insurance  was  placed 
through  the  general  agent  of  the  Aetna  at  Chicago,  Mr.  Lynas. 

Q.  When  was  that?  A.  Ahout  the  same  time,  about  15  years 
ago,  Mr.  Hughes;  and  the  insurance  with  the  New  York  Life 
was  placed  since  I  have  been  in  New  York. 

Q.  What  year  ?  A.  I  could  not  say  without  looking ;  I  should 
say  ten  years  ago,  about. 

Q.  An.d  through  what  agent  ?     A.  Directly  with  the  company. 

Q.  Did  you  get  a  commission  on  that?    A.  I  did,  yes,  sir. 

Q.  What  amount  ?  A.  I  could  not  say  without  looking  it  up. 
My  recollection  is  50  per  cent.  I  think  of  the  first  premium. 

Q.  And  what  renewals?  A.  I  think  either  five  or  seven  per 
cent,  of  the  renewals. 

Q.  For  what  period  of  years  ?  A.  It  is  paid  to  me  right  straight 
along.  ■' 

Q.  By  the  New  York  Life  directly?     A.  Yes,  sir. 

Q.  And  that  still  continues  ?     A.  Yes,  sir. 

Q.  Do  you  know  what  is  the  period  during  which  the  renewal 
commissions  should  be  paid?     A.  I  do  not. 

Q.  That  is  a  full  statement  of  all  your  personal  insurance  ?  A. 
Yes,  sir. 

Q.  With  whom  did  yoU  deal  in  the  New  York  Life  in  placing 
insurance  ?     A.  I  think  I  made  arrangements  with  Mr.  Perkins. 

Q.  Mr.  George  W.  Perkins  ?     A.  George  W.  Perkins,  yes,  sir. 

Q.  Did  you  get  the  policy  through  him?  A.  I  don't  know 
that  he  delivered  it  to  me.     I  think  it  was  sent  to  me  by  mail. 

Q.  Has  he  any  insurance  with  the  Equitable  ?    A.  I  think  not. 

Q.  Has  any  officer  of  the  New  York  Life  any  insurance  in  the 
Equitable  ?  A.  My  impression  is  that  some  of  them  have  insur- 
ance in  the  Equitable ;  yef ,  sir. 

Q.  Do  you  know  of  any  commissions  paid  directly  or  indi- 
rectly are  allowed  to  any  officer  of  the  New  York  Life  ?  A.  I  do 
not.     Of  course  I  could  not  tell 

Q.  Or  to  any  officer  of  the  Mutual  Life  ?    A.  I  do  not ;  no,  sir. 

Q.  Do  you  know  any  other  officer  of  the  Equitable  Life  who 
is  in  receipt  of  commissions  upon  his  own  life  either  from  the 
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Equitable  or  any  other  company?  A.  I  do  not,  but  I  think  gen- 
erally when  people  are  taking  life  insurance  through  a  company 
thoy  have  received  the  commission. 

Q.  You  mean  by  people,  ofScers  of  the  Equitable  Life?  A. 
Of  different  companies.  I  think  they  have  received  commissions 
generally.     That  is  my  impression. 

Q.  You  think  that  is  the  general  practice  among  life  insurance 
companies  ?    A.  I  do,  yes,  sir. 

Q.  How  long  has  that  been  so?  A.  I  don't  know.  My  im- 
pression is  it  has  always  been  so. 

Q.  Have  you  any  knowledge  which  would  enable  you  to  state 
that  or  is  that  a  mere  impression  ?  A.  I  don't  know  that  I  could 
state  it  more  positively  than  to  say  it  is  my  general  impression. 

Q.  So  that  yoiir  idea  is  that  whenever,  in  the  course  of  this 
investigation  we  come  iipon  policies  of  insurance  issued  to-  officers 
of  life  insurance  companies  it  is  fair  to  assume  tmtil  the  con- 
trary appears  that  a  commission  has  been  received  by  the  as- 
sured ?  A.  I  would  not  advise  you  to  make  that  assumption ;  I 
thould  ask  if  I  were  in  your  place.  1  have  no  doubt  but  what 
you  will.  \ 

Q.  Your  idea  of  the  practice  is  that  that  is  the  fact?  A-  My 
impression  is  that  generally  officers  of  companies  that  have  taken 
out  insurance  in  their  own  companies  have  received  a  commis- 
sion. 

Q.  And  when  they  have  taken  out  insurance  in  other  com- 
panies the  same?     A.  I  could  not  say  so  much  as  to  that. 

Q.  You  have  no  knowledge  as  to  any  case  but  your  own  in  your 
own  company?     A.  'No,  sir. 

Q.  I  think  I  asked  you  yesterday  whether  you  ever  received 
commissions  upon  insurance  written  by  the  company  on  lives  of 
others  by  the  Equitable?     A.  Yes,  sir. 

Q.  And  you  said  you  had  not?  A.  Since  I  became  an  officer, 
yes,  sir._ 

Q.  Does  that  extend  to  cases : — or  did  you  mean  to  include 
receiving  commissions  from  any  agent  of  the  Equitable  through 
whom  business  was  placed?  A.  I  have  received  no  business  com- 
missions from  an  agent  of  the  Equitable  through  whom  business 
has  been  placed  except  as  I  say  on  policies  on  my  own  life. 

Q.  You  mean  your  denial  to  cover  the  direct  or  indirect  re- 
ceipt of  any  commission  that  came  through  you  to  the  company? 
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A.  Yes,  sir,  absolutely  and  completely,  other  than  insurance  on 
my  own  life. 

Q.  What  is  your  judgment  upon  the  advisability  of  a  general 
agency  system  as  opposed  to  the  salaried  management  system? 
A.  I  believe  in  the  general  agency  system  as  against  salaried  man- 
agement system. 

Q.  Why  do  you  believe  in  it?  A. .For  very  many  reasons,  but 
principally  for  the  reason  that  I  think  leading  manufacturers  and 
people  engaged  in  all  kinds  of  business  in  America  prefer  the 
piece  system  to  a  per  diem  rate  of  paying  for  anything;  that's 
where  you  can  pay  for  anything  and  properly  measure  it  on  the 
production  it  is  far  better,  more  economical  and  more  American 
than  it  is  to  pay  a  salary.  It  leads  to  better  effort  on  the  part  of 
the  man  receiving  the  compensation;  it  enables  the  proper  dis- 
tinction to  be  made  between  a  good  man  and  a  poor  man  without 
any  hard  feelings,  without  any  difficulty  in  arriving  at  that  dis- 
tinction because  it  is  based  purely  upon  what  they  do. 

In  life  insurance  a  man  that  does  a  good  deal  is  worth  a  good 
deal,  and  one  who  does  nothing  is  worth  nothing  to  a  company. 
Then  again  the  general  agent  who  has  a  territory  behind  him  and 
has  a  commission  interest  and  a  renewal  interest  in  that  business, 
he  will  be  more  likely  to  see  that  the  field  is  given  a  better  repre- 
sentation than  he  will  if  he  is  on  a  salary  basis,  because  his  in- 
come will  depend  entirely  or  largely  upon  the  general  reputation 
of  the  company  in  that  particular  field  over  a  period  of  years.  He 
would  not  be  so  likely  to  be  transferred  to  some  other  field;  he 
will  expect  that  that  is  to  be  his  home  permanently,  and  therefore, 
it  will  be  for  his  interest  to  do  everything  in  his  power,  There 
are  very  many  reasons  why  it  brings  out  the  best  there  is  in  a  man, 
a  commission  basis,  while  salary  basis  is  not  so  likely  to.  Take  it 
in  mining;  they  pay  by  ton,  amount  of  ore  broken,  or  by  foot 
driven  of  a  drift  or  sinking  of  a  shaft,  and  generally  speaking, 
working  people  can  be  employed  on  that  basis  —  it  is  believed  to 
be  a  better  way  of  employing  the  people. 

Q.  Which  is  the  most  expensive?  A.  Our  experience  has 
taught  us  that  the  salary  basis  is  the  more  expensive;  we  have 
never  yet  been  able  to  run  an  agency  with  a  salaried  head  that 
has  been  satisfactory. 

Q.  We  have  had  some  illustrations  in  the  evidence  as  to 
very  large  amounts  received  by  general  agents.  What  is  the 
maximum  amount  that  any  general  agent  is  able  to  make  —  I 
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mean  any  general  agent  of  the  Equitable?  A.  I  recently 
asked  to  have  our  cashier  at  Pittsburg  make  up  a  statement  for 
me  of  the  profits  in  that  agency  of  Mr.  Edward  A.  Woods  for 
the  year  1904.  He  is  by  odds,  I  think,  the  most  successful 
agent  that  we  have  in  this  country.  I  might  say  that  I  think 
there  are  only  twenty-three  companies  in  the  United  States  that 
have  as  much  business  in  :£orce  as  we  have  in  that  agency — 
nearly  eighty  million  dollars  there  are,  only  I  think,  that  many 
throughout  the  world  that  have  as  much  business  as  a  whole  as 
we  have  in  that  agency.  It  started  in  1880  with  $297,000  of  in- 
surance in  force,  and  has  grown  up  until  it  has  at  the  present  time 
over  $78,000,000  in  force.  The  premium  income  of  the  agency 
has  grown  from  ten  thousand  dollars  in  1880,  to  over  three 
million  dollars  at  the  present  time,  and  Mr.  Woods  has  been 
practically  connected  with  the  agency  through  all  that  time, 
in  fact,  he  has  been  general  agent  since  January  1,  1890. 

Q.  What  is  he  able  to  make  under  the  general  agency  system? 
A.  From  the  statement  made  for  me,  which  is  very  explicit,  by 
the  cashier  of  the  past  year  his  profits  were  given  as  $50,599.55. 

Q.  And  is  that  an  exceptional  year?  A.  No,  sir;  that  was  one 
of  the  most  favorable  years  of  the  agency. 

Q.  Then  the  reports  that  Mr.  Woods  has  been  making,  a  couple 
of  hundred  thousands  a  year  is  untrue?  A.  Yes,  sir,  if  there 
are  such  reports  they  are  untrue. 

Q.  Is  there  any  general  agent  of  the  Equitable  who  has  ever 
made  as  much  as  sixty  thousand  dollars  a  year  that  you  know 
of?     A.  I  think  so. 

Q.  Where  • —  in  what  district?     A.  In  Chicago. 

Q.  And  what  do  your  general  agents  make  in  Chicago  ?  A.  At 
the  present  time  we  do  not  have  single  general  agency  system. 
It  is  metropolitan. 

Q.  Has  your  general  agency  system  in  Chicago  or  other  metro- 
politan districts  pei-mitted  a  reduction  in  the  profits  of  general 
agents  in  the  last  fifteen  years  ?  A.  Where  there  are  a  number 
of  general  agents  in  the  field  the  profits  are  not  likely  to  be  so 
large  for  an  individual,  as  if  one  man  was  managing  that  whole 
field. 

Q.  When  was  the  system  of  having  one  man  manage  the  field 
abandoned?     A.  In  Chicago? 

Q.  Yes.  A.  In  1893. 

Q.  And,  of  course,  giving  one  man  a  metropolitan  district 
would  give  him  an  opportunity  of  making  a  great  deal  of  money? 
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A.  It  depends  entirely  upon  the  ability  of  tte  man,  and  the  way 
in  which  .he  conducts  the  business. 

Q.  Well,  of  course,  given  requisite  capacity  he  would  have  a 
greater  opportunity  to  make  money?  A.  We  have  not  been  able 
to  make  as  much  money  for  the  men  or  the  company  since  the 
general  agency  system  was  abandoned  in  Chicago  in  1893. 

Q.  What  is  the  system  in  Chicago — a  salaried  system  ?     / 
1^0,   sir;  we  have   different  agencies  there.     We  did  have  one 
salaried  superintendent  for  a  time,  but  he  is  not  there  now. 

Q.  Why  have  you  abandoned  the  system  which  proved  more 
successful?  A.  Because  we  were  not  able  to  get  a  man  who  had 
the  energy  and  ability  and  means  to  give  us  a  satiffactory  result 
of  business  out  of  that  field. 

Q.  In  the  last  fifteen  years — or  leaving  out  your  own  connec- 
tion with  the  company  which  I  suppose  you  referred  to  in  dealing 
with  the  Chicago  agency A.  Yes,  sir. 

Q.  — and  coming  down  to  the  last  ten  years,  what  has  been  the 
largest  amount  that  any  general  agent  has  been  able  to  make? 
A.  I  think  that  Mr.  Woods  has  made  more,  perhaps,  than  any 
general  agent  connected  with  the  Society. 

Q.  Then  there  is  no  one  in  your  company  who  has  been  able, 
in  commissions,  to  make  annually  over  a  hundred  thousand  dol- 
lars or  a  hundred  and  fifty  thousand  dollars?  A.  I  should  say 
that  there  is  nobody  that  has  made  such  an  amount. 

Q.  According  to  your  experience,  is  there  any  justification  for 
pennitting  an  agent  to  make  as  much  as  a  hundred  thousand  dol- 
lars out  of  the  placing  of  business?  A.  If  the  terms  of  his  con- 
tract are  satisfactory  I  think  he  should  be  permitted  to  make  all 
he  can  make  under  it. 

Q.  What  would  be  satisfactory  terms  which  would  permit  such 
result?  A.  If  a  man  had  such  exceptional  ability  that  under  a 
contract  that  kept  the  expenses  within  reason,  and  was  no  larger 
than  the  contract  given  to  other  agents  who  were  unable  to  make 
more  than  a  living  under  it,  if  he  could  make  any  amount  of  money 
I  think  he  should  be  privileged  to  do  it.  But  I  do  not  think  ex- 
ceptional contracts  should  be  given  to  men  to  enable  them  to 
do  it. 

Q.  Your  idea  then  is  that  if  under  a  contract  where  the  average 
man  is  able  to  make  only  an  average  living,  an  exceptional  man 
can  make  a  hundred  thousand  dollars  he  ought  to  have  the  benefit 
of  his  ability?    A.  I  think  he  ought  to  have  the  benefit  of  his 
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ability — certainly.  They  liave  in  law  and  medicine.  I  don't  know 
v/hy  they  shouldn't  have  in  life  insurance. 

Q.  Tou  do  not  think  in  such  case  there  should  be  a  maximum 
while  leaving  a  margin  for  results  of  special  efforts?  A.  If  a 
general  agency  system  is  employed,  or  commission  system,  I  think 
there  should  be  no  maximum  to  determine  the  amount  an  agent 
could  make  providing  his  work  was  properly  done,  and  was  of  a 
satisfactory  character. 

Q.  If  you  found  that  a  general  agent  was  making  a  hundred 
thousand  dollars  or  a  hundred  and  fifty  thousand  dollars  a  year 
out  of  a  contract  wouldn't  you  conclude  it  was  too  profitable  in 
its  terms?  A.  I  should  very  generally  look  into  the  whole 
system  to  see  if  we  were  paying  too  much. 

Q.  That  would  raise  a  presumption  in  your  mind  that  you 
were?     A.  Yes,  possibly. 

Q.  In  making  the  figures  for  Mr.  Woods  were  his  advances 
to  his  agents  deducted?     A.  These  figures  here? 

Q.  Yes.  A.  He  has  taken  into  consideration  his  loss  in  con- 
nection with  those  things,  and  his  expenses  and  everything. 

Q.  Has  he  deducted  his  outstanding  advances  to  his  sub-agents? 
A.  ISTo,  sir. 

Q.  They  are  his  gross  receipts?     A.  N"o,  sir. 

Q.  He  has  not  deducted  then  what  might  be  treated  as  invest- 
ments of  his  capital  in  his  sub-agent's  renewals?     A.  No,  sir. 

Q.  He  has  merely  taken  his  gross  receipts  and  his  expenses  and 
losses  and  given  you  the  results?  A.  He  has  taken  his  general 
profits  for  the  year  and  the  year's  business  earned  clear  through 
to  maturity. 

Q.  Not  including  as  an  item  of  debit  the  advances  he  has 
made?  A.  Not  including  that  as  an  item  of  debit,  no,  sir.  He 
assumes  those  advances  will  be  repaid  to  him  less  such  losses 
as  he  will  sustain. 

Q.  I  am  speaking  of  current  advances — you  understood  me  to 
refer  to  current  advances?     A.  Yes,  sir. 

Q.  They  are  not  included  in  his  estimate?  A.  He  does  not 
charge  them  up  as  an  expense,  no,  sir. 

Q.  Now  we  have  spoken  of  an  exceptional  case  so  that  we 
may  have  an  entirely  fair  view  of  the  situation,  what  is  the 
amount  that  an  ordinary  general  agent  is  able  to  make  under 
your  present  terms — ^\vhat  is  the  average  return  to  the  agent 
under   these    contracts   that  you   have   produced?     A.    I   think 
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the  average  return  perhaps  to  a  general  agent,  what  you  might 
term  the  average,  dropping  down  from  the  very  first  cla?s 
people  lite  Mr.  Woods,  would  perhaps  run  anywhere  from  $5,000 
to  $25,000  a  year— maybe  $25,000. 

Q.  What  amount  of  business  has  a  general  agent  to  write 
to  make  $20,000  a;  year  under  these  forms  of  contract?  A.  It 
depends  entirely  on  his  management,  what  he  pays  his  sub- 
agents,  how  much  his  losses  are,  how  much  his -expenses  are  — 
all  those  things  are  taken  into  consideration  in  determining 
\vhat  he  makes.  Agents  are  not  uniform — general  agents  are  not 
uniform  in  the  agreements  made  with  their  sub-agents  en- 
tirely; neither  do  their  expenses  run  uniform  or  their  losses  run 
uniform.  All  those  things  are  determined  by  the  general  calibre 
of  the  general  agent  in  the  conduct  of  his  business. 

Q.  As  I  asked  you  yesterday,  did  you  get  me  a  statement 
of  the  advances  made  to  certain  agents  that  were  named^are 
you  now  able  to  do  so  ?  A.  I  think  I  will  be  able  to  do  so  when 
I  resume  aft-  lunch  hour.  I  asked  them  to  be  made  up  at 
once. 

Q.  Certain  suggestions  have  been  made  with  regard  to  expenses 
incurred  by  the  executive  officers  of  your  company.  What  was 
your  practice  with  regard  to  expense  vouchers?  A.  My  own 
practice  ? 

Q.  Yes.  A.  I  have  never  had  an  expense  in  my  life  but  what 
I  have  turned  in  a  complete  and  full  account  of  it. 

Q.  Itemized  statement  of  it?  A.  Yes,  sir,  itemized  account 
with  vouchers  if  it  was  a  case  where  vouchers  should  be  taken. 

Q.  What  were  your  travelling  expenses  last  year  practically? 
A.  I'll  be  very  glad  to  tell  you.  My  total  travelling  expenses 
for  the  year  1904,  were  $4,675.64.  I  can  tell  if  you  like  where  I 
travelled,  when  I  travelled  and  give  you  copies  of  each  one,  all 
the  items. 

Q.  You  can  give  a  general  statement  of  the  travelling  in  1904, 
A.  That  included  trips  to  Pittsburg,  Philadelphia,  Cincinnati, 
Louisville,  Memphis,  New  Orleans,  Mobile  and  Atlanta. 

Q.  Wliat  was  the  purpose  of  that  trip  ?     A.  Agency  meetings. 

Q.  Did  you  have  a  private  car  ?  A.  Yes,  sir,  I  had  a  private 
car  on  a  part  of  that  trip. 

Q.  What  was  your  party  ?  A.  Myself,  Dr.  Wells,  Mr.  Henry 
R.  Winthrop,  Mr.  Gorham  and  E.  A.  Woods,  a  part  of  the  time. 

Q.  Anybody  else  ?  A.  Wait  a  minute.  Mrs.  Tarbell  was  also 
with  me. 
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Q,  Yes;  anyone  else?     A.  No  one  else. 

Q.  How  long  a  trip  was  that  ?  A.  That  trip  lasted  from  Feb- 
ruary 29th  to  March  31st. 

Q.  "What  was  the  expense  of  it?  A.  Mrs.  Tarbell  and  my 
daughter  were  with  me  on  the  trip. 

Q.  Anyone  else?  A.  ISTo  one  else,  no,  sir.  It  was  not  on 
this  statement.  The  total  expense  of  the  trip  for  the  complete 
time  was  $1,959.26. 

Q.  What  was  included  in  it — the  expense  of  the  entire  party  ? 
A.  Yes,  sir,  the  expenses  of  the  entire  party  when  they  were 
with  me,  except  that  the  expenses  of  Mrs.  Tarbell  and  my  daughter 
were  always  deducted;  whenever  we  stopped  anywhere  their  ex- 
penses were  not  charged. 

Q.  Travelling  expenses  were  charged?  A.  There  was  no  ad- 
ditional cost  for  their  travelling  expense  whatever.  You  can 
see  from  the  amount  of  the  bill  that  the  travelling  expenses  were 
comparatively  light  as  the  bill  from  February  29th  to  March  31st 
was  only  $1,959  covering  the  trip. 

Q.  I  thought  you  said  it  was  a  thousand?     A.  $1,969. 

Q.  What  other  trips  were  there  last  yeaT?  A.  Boston  and 
return  from  April  13th,  April  14th,  including  Dr.  Wells  in 
addition  to  myself,  Mr.  Dean,  Mr.  Kosenfeld  and  Mr.  Gorham. 

Q.  Who  is  Mr.  Gsirham?  A.  Mr.  Gorham  is  my  secretary. 
The  expenses  of  the  entire  body  for  the  trip  were  $261.64,  April 
27th  to  May  2d  another  trip  $281.69.  May  12th,  Philadelphia 
and  return.  Dr.  Bross  and  myself  $17.  May  30th  to  June  6th, 
Buffalo,  Cleveland,  myself,  Mr.  Gorham  and  Dr.  Wells,  total 
expense  $148.83.  August  19th  to  September  21st,  Boston,  Port- 
land, St.  Johns,  Halifax,  Quebec,  Montreal,  Toronto,  Detroit, 
Chicago,  St.  Louis,  Indianapolis,  Louisville,  covering  the  entire 
expense,  myself,  and  Mr.  Schmidt,  Edward  Schmidt,  Miss  Amendt, 
Mrs.  Tarbell,  my  son  and  daughter  $1,929.52  from  August  19th, 
to  September  21st.  ' 

Q.  Did  you  have  a  private  car  on  that  trip?  A.  I  did,  yes, 
sir.  I  would  like  to  say,  Mr.  Hughes,  that  a  private  car  with  me 
is  a  workshop  on  wheels;  that  on  all  the  trips  that  I  have  made, 
v/henever  I  have  had  a  car  or  whether  I  had  not,  a  secretary 
goes  with  me;  my  mail  is  forwarded  to  me,  my  correspondence 
is  always  kept  up  on  the  train.  The  car  adds  to  the  convenience 
of  doing  that  very  much,  as  it  enables  us  to  carry  every- 
thing that  we  need  and  do  our  typewriting  on  the  train  with- 
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out  interrupting  other  passengers,  and  it  very  greatly  facilitates 
the  work.  It  also  enables  us  to  take  on  agents  at 
stations  and  leave  them  off  at  other  stations  and  do  business  with 
them  many  times  without  stopping,  and  very  materially  reduces 
the  expense  of  the  trip,  because  we  generally  receive  free  trans- 
portation for  the  car  for  the  whole  trip,  so  that  our  expenses  are 
less  with  a  private  car  frequently  than  they  are  without  it,  to  say 
nothing  about  the  economy  of  time. 

Q.  Did  you  have  free  transportation  for  this  car  last  fall?  A. 
The  greater  part  of  the  trip,  yes,  sir. 

Q.  From  whom,  from  what  companies?  A.  From  the  rail- 
roads over  which  we  travelled. 

Q.  Was  the  same  true  in  the  prior  trip  in  the  spring,  in  a 
private  car?    A.  Yes. 

Q.  By  free  transportation  you  mean  free  transportation  for 
the  car  and  its  occupants  ?    A.  Yes. 

Q.  So  that  your  expense  in  connection  with  the  trip  consisted 
of  what  ?  A.  Consisted  of  the  expenses  generally  other  than  the 
transportation.  On  some  of  these  trips  there  was  some  transporta- 
tion for  the  car,  but  from  the  amount  you  can  see  it  was  com- 
paratively little.  And  I  would  like  to  say  another  thing,  that 
these  trips  have  been  every  year  made  by  me  in  lieu  of  vacation, 
so  I  have  taken  a  large  part  of  my  vacation  by  making  those 
trips  and  visiting  agencies. 

Q.  Did  you  have  to  pay  anything  for  the  car?  A.  For  the 
car? 

Q.  Yes.     A.  The  Equitable  Society  had  a  car  of  its  o-^vn. 

Q.  When  did  it  get  that  car  ?  A.  I  don't  think  —  this  trip 
in  question  was  not  the  Equitable's  car,  however.  That  was 
a  loaned  car  for  which  no  charge  was  made. 

Q.  How  is  it  that  the  railroa'd  companies  are  willing  to  fur- 
nish the  Equitable  Life  Assurance  Company  a  car  and  free 
transportation  for  it  and  its  occupants  ?  A.  I  suppose  the  reason 
for  that  is  that  the  life  insurance  companies  have  been  very 
large  patrons  of  railroad  companies  in  buying  securities;  in 
other  words,  they  are  very  large  holders;  they  are  very  largely 
interested  in  their  roads,  in  the  bonds  that  they  hold  and  some- 
times in  the  stock,  and  I  think  they  are  very  glad  to  have  life 
insurance  officials  go  over  their  road  and  know  soniething  about 
the  condition  they  are  in. 

Q.  So  that  it  has  been  usual  in  your  extended  trips  to  have 
a  private  car  and  to  have  it  without  cost?     A.  I  think  in  some 
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four  or  five  trips  I  have  had  a  private  car,  and  I  have  been 
making  these  trips  right  along.  I  have  been  from  —  I  think 
it  is  from  some  forty-two  days  to  ninety  odd  days  on  the  road 
every  year  I  have  been  an  ofiicer  of  the  company  since  1893, 
and  in  some  instances  I  have  been  practically  over  the  United 
States,  east,  south  and  west,  covering  I  think  one  year  all  of 
the  agencies  with  the  exception  of  Texas  in  a  period  of  two  days 
less  than  three  months,  with  some  forty  odd  nights  on  the  cars 
and  held  something  like  forty  or  fifty  conventions,  meetings  of 
our  agents.  I  would  be  very  glad  to  go  over  them  all  if  you 
would  like  to  see  them. 

Q.  'No,  I  think  we  can  take  these  you  have  given  as  speci- 
mens unless  there  is  something  you  thought  ought  to  be  said 
in  addition?  A.  ISTothing  only  if  you  wish  to,  I  have  copies 
of  all  the  vouchers  here  which  I  would  like  to  have  you  ex- 
amine and  I  would  like  to  have  you  see  that  whenever  there  has 
been  any  member  of  my  family  along  the  expenses  have  been  de- 
ducted. And  I  would  like  to  call  your  attention  to  the  fact  that 
the  total  expenses  including  all  the  people  that  have  been  with 
me  for  the  Society — I  usually  have  a  medical  director,  often  an 
auditor  and  always  a  secretary- — so  my  work  is  kept  up  so  I  have 
a  free  desk  on  my  retiirn^ — the  entire  expenses  for  the  last  five 
years  have  been  $17,229.64,  and  that  covers  from  forty  to  ninety 
odd  days  on  the  road  annually. 

Q.  That  is  from  January  1,  1900,  or  1901  ?  A.  From  January 
1,  1900. 

Q.  And  there  is  practically  very  little  of  that  for  transportation  ? 
A.  There  is  a  good  deal  of  that  for  transportation.  In  the  great 
majority  of  trips  I  did  not  have  a  private  car.  I  think  I  have 
never  had  a  car  excepting  four  or  five  trips  daring  the  time.  That 
would  be  a  very  small  percentage  of  the  total  number. 

Q.  And  when  Miss  Amendt  went  with  you  who  looked  after  the 
business  here?  A.  Mr.  Gorham,  Mr.  Boiling,  Mr.  Taylor  and 
their  assistants.  The  object  of  that  is  familiarity  with  the  dis- 
tricts, better  acquaintance  with  the  field. 

Q.  You  mean  the  object  of  taking  Miss  Amendt  ?  A.  Yes,  and 
assistance  in  connection  with  the  trip. 

Q.  You  might  let  me  see  one  of  the  vouchers  so  we  can  get  an 
idea  what  way  this  has  been  divided  (paper  produced).  Did  you 
have  free  transportation  even  though  you  did  not  have  a  car  ?  A. 
Only  in  very  few  instances,  very  rare,  it  has  been  very  unusual. 
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There  are  the  vouchers  for  the  last  trip  (handing  papers).  That 
last  long  trip  I  mentioned  where  there  was  a  car.  These  are  all 
the  vouchers  for  five  years.  I  have  these  vouchers  back  for  five 
years.  I  have  also  my  time  books  for  the  last  ten  years  showing 
where  I  have  been  every  day  in  the  ten  years,  from  the  time  I  went 
to  the  office  in  the  morning  and  the  time  I  left  at  night,  which  is 
at  the  disposal  of 'the  Committee  if  they  would  like  to  see  it.  I 
also  have  a  statement  here  showing  the  improvement  in  the  busi- 
ness after  these  trips,  that  I  would  be  very  glad  to  show  you  if 
you  would  like  to  see  it,  showing  you  generally  that  immediately 
following  these  trips  that  there  has  been  a  very  material  increase 
in  the  business  of  the  agencies. 

Q.  I  find  here  under  date  of  February  2Y,  1904,  a  voucher  for 
thirteen  days'  service  of  private  car  Sunbeam  with  Mr.  G.  E. 
Tarbell  and  party,  leaving  February  29th,  $650,  from  the  Pull- 
man Company.    That  is  for  what?    A.  That  Avas  for  the  use  of  car. 

Q.  Including  the  porter  and  so  on?    A.  Yes. 

Q.  I  see  on  these  vouchers A.  I  am  not  sure  as  to  that 

last  item,  whether  that  included  the  use  of  the  porter  or  not. 

Q.  I  see  that  in  these  vouchers  there  is  a  deduction  in  the  case 
of  hotel  vouchers  for  "  Less  personal."  A  certain  amount.  That 
"  Less  Personal "  represents A.  Family  expenses,  sir. 

Q.  The  expense  of  your  wife  or  daughter  ?  A.  My  wife  or  any 
member  of  my  family  who  was  with  me.  There  has  never  been  an 
instance  when  it  has  not  been  deducted,  and  I  would  like  to  say 
generally  speaking  when  my  wife  has  been  with  me  I  have  de- 
ducted one-half  of  the  expense  and  much  more  than  one-half  of 
the  expense  would  have  been  incurred  if  she  had  not  been  with 
me,  as  the  hotel  expenses  are  not  doubled  where  there  are  two 
instead  of  one. 

Q.  I  do  not  think  it  is  necessary  to  go  through  these,  for  that 
seems  to  have  been  the  regular  practice  right  along?  A. 
Yes,  sir,  that  is  the  regular  practice  on  all  of  them,  for  all  the 
vouchers,  for  all  the  periods,  and  you  will  notice  that  there 
has  never  been  an  expenditure  for  as  much  as  25  cents  in  any 
connection  Avith  any  trip  that  it  does  not  show  just  what  it  was 
for. 

Q.  Yes,  down  to  every  glass  of  milk.  A.  Yes,  sir.  As  I  say, 
I  have  the  same  thing  for  five  years. 

Q.  I  think  this  shows,  Mr.  Tarbell,  the  practice  suffidently 
clearly.     A.  Would  you  like  to  glance  at  my  time  book  ? 
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Q.  Oh  I  don't  think  it  is  necessary.  You  have  spoken  of  visit- 
ing at  conventions  of  agents.  Who  pays  for  these  conventions? 
A.  Ofttimes  by  the  general  agent  and  sometimes  the  dinner  is  paid 
for  by  the  Society. 

Q.  Is  not  there  an  expense  in  getting  up  the  convention  ?  A. 
The  principal  expense  is  the  dinner,  Mr.  Hughes.  The  other  part 
of  it,  the  arrangement  is  usually  made  by  the  general  agents. 

Q.  Who  attend  the  conventions  ?     A.  The  agents  of  the  Society. 

Q.  Who  pays  their  expenses?  A.  Oftentimes  a  general  agent 
pays  them  entirely  and  sometimes  the  Society  shares  the  expense 
of  the  agents  coming  into  the  meeting,  with  the  general  agent. 

Q.  Well,  you  have  general  agents'  conventions,  have  you  ?  A. 
Tes. 

Q.  Who  pays  the  expenses  in  that  case?  A.  We  have  had  in 
ten  years  but  three  that  I  know  of.  We  had  our  Fortieth  Annual 
Convention  in  1899.  We  had  a  general  convention  that  was  held 
this  year  at  Manhattan  Beach  as  the  result  of  an  offer  that  was 
made  at  the  beginning  of  this  year.  There  were  conventions 
offered,  one  to  be  held  in  San  Francisco,  one  to  be  held  in  Wash- 
ington, one  to  be  held  on  l^ew  York  and  one  in  Chicago  and  the 
agents  of  the  country  were  given  an  opportunity  to  be  —  were  in- 
vited to  those  conventions  based  upon  their  doing  a  definite 
amount  of  business  and  with  the  further  understanding  that  if  the 
general  agency  did  not  show  an  increase  in  the  business  of  the 
agency  as  a  whole  of  25  per  cent,  that  the  general  agents  would 
have  to  pay  one-half  of  the  expense,  notwithstanding  the  fact  the 
agent  earned  the  right  to  the  trip.  But  those  trips  were  all  based 
upon  business,  the  men  had  to  do  so  much  business  to  qualify  as  a 
delegate,  and  if  they  produced  a  definite  amount  of  business  they 
were  then  invited  to  the  convention  with  their  expenses  paid. 

Q.  What  amount  has  the  Society  expended  in  this  year  on  con- 
ventions of  that  sort?  A.  Three  of  those  conventions  were  held 
in  one,  the  Washington  convention,  the  Chicago  convention  and 
the  ISTew  York  convention  were  held  together.  That  embraced 
practically  the  agents  east  of  the  Eocky  Mountains  that  had 
earned  the  right  to  attend. 

Q.  When  was  it  held  ?  A.  At  Manhattan  Beach  after  the  close 
of  the  season  there. 

Q.  That  was  last  summer  ?     A.  This  fall  at  the  close 

Q.  In  September?     A.  In  September,  yes. 

Q.  What  did  that  cost  the  company  ?     A.  Less  than  $50,000. 
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Q.  How  much  less  ?     A.  Slightly  less,  I  cannot  tell  you  exactly. 

Q.  There  was  an  earlier  convention  in  New  York,  was  there 
not,  this  year  ?     A.  A  convention  in  April. 

Q.  Yes.     A.  A  meeting  of  general  agents. 

Q.  Who  paid  the  expense  of  that?     A.  The  Society. 

Q.  What  did  that  cost  them?     A.  About  $15,000. 

Q.  It  has  been  stated  to  me  that  something  like  $45,000  was 
put  in  the  hands  of  one  of  your  general  agents  to  disburse  in  con- 
nection with  that  convention.  Is  that  true?  A.  It  is  absolutely 
false.  Not  $5  was  placed  in  the  hands  of  any  general  agent  to  be 
disbursed. 

Q.  All  the  disbursements  were  made  directly  ?  A.  All  the  dis- 
bursements were  made  directly,  yes,  sir. 

Q.  And  the  total  expense  including  the  fares  and  so  forth  — 
A.  Everything  that  was  assumed  and  paid  by  the  Society  was 
about  $15,000,  that  was  at  a  time  when  it  was  really  necessary 
to  have  a  meeting  of  agents,  otherwise  I  think  it  would  have 
resulted  very  seriously  perhaps  to  the  Society. 

Q.  Why  was  the  meeting  of  agents  this  fall  so  much  more 
expensive?  A.  Because  at  the  meeting  this  fall  there  were  in 
attendance  a  very  much  larger  number,  something  like  a  thou- 
sand people.  That  was  as  I  say  the  one  this  fall  was  the  meeting 
where  they  had  earned  the  right  to  come. 

Q.  As  a  sort  of  prize?  A.  Yes,  sir,  it  was  a  very  fortunate 
thing  that  that  offer  had  been  made  at  the  beginning  of  the  year, 
otherwise  our  business  would  have  suffered  this  year  very  much 
more  than  it  has. 

Q.  In  prior  years  have  the  expenses  for  conventions  aggregated 
about  $75,000  or  $100,000  ?    A.  I  would  say  not. 

Q.  What  figure  would  you  fix?  A.  I  would  not  want  to  set 
a  figure  without  examining  into  the  matter. 

Q.  Have  you  one  hundred  thousand  dollars  or  two  hundred 
thousand  dollar  clubs  ?    A.  No,  sir. 

Q.  Have  you  any  other  expenses  in  connection  with  the  get- 
ting of  business  other  than  agents'  commissions  and  their  con- 
ventions ?  A.  No,  sir,  just  what  I  have  stated  here,  no,  sir.  You 
do  not  mean  of  course  medical  examinations  ? 

Q.  Oh  no. 

ME.  HUGHES:   We  can  stop  at  this  point. 

THE  OHAIEMAN:  Are  you  going  to  recall  Mr.  Tarbell  this 
afternoon  ? 
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ME.  HUGHES:  Yes,  for  a  short  time. 
BY  THE  CHATKMAE": 

Q.  Before  tating  the  recess,  I  have  been  making  a  little  com- 
putation on  that  tax  question  which  interested  me.  Your  gross 
income  last  year  appears  to  have  been  $79,000,000,  $63,000,000 
of  premiums  and  $16,000,000  of  other  income?  A.  That  is  about 
right,  I  think  it  wks  $62,000,000  and  something  of  premiums. 

Q.  And  your  taxes  and  license  fees  you  stated  to  be  $553,000. 
A.  In  connection  with  the  United  States  business,  but  the  other 
includes  all  of  our  business  all  over  the  world.  Mr,  Hughes  read 
I  think  from  the  Connecticut  report  that  the  taxes  and  license 
fees  for  all  business  was  something  over  $700,000,  did  you  not, 
Mr.  Hughes? 

ME.  HUGHES:  Yes,  $707,000. 

Q.  I  am  talking  about  the  United  States  and  I  find  that  that 
amounts  to  7  cents  on  a  thousand  dollars  of  your  gross  income. 
A.  I  think  it  would  be  fair  if  you  are  going  to  make  a  state- 
ment of  that  kind  to  segregate  the  foreign  business  from  the 
United  States. 

Q.  But  you  are  not  able  to  give  me  those  figures  or  I  would  be 
glad  to.    A.  They  can  be  furnished  to  you. 

Q.  Give  us  these  other  figures.  I  find  your  gross  assets  being 
$413,000,000,  that  the  tax  you  paid  in  the  United  States, 
tax  and  license  fees,  amount  to  1.3  cents  on  a  thousand  dollars 
on  your  gross  assets  on  the  same  basis,  and  I  find  by  a 
similar  computation  that  last  year  your  president's  salary 
cost  a  greater  rate  per  thousand  of  your  premium  than  all  the 
taxes  you  paid  in  the  United  States  bore  to  your  total  assets. 
So  I  have  not  been  able  to  understand  your  complaint  about 
the  excessive  taxation  that  is  put  upon  you  by  the  states  of  this 
country,  and  if  you  will  give  us  the  figures  which  show  your 
premium  income  in  the  United  States  this  afternoon,  I  wish  you 
would  also  give  iis  separately  the  amount  of  your  taxes  imposed 
by  states  as  distinguished  from  license  fees  of  those  states,  so 
that  we  may  know  the  amount  of  taxes  imposed  which  go  to  the 
public  treasuries  and  which  go  to  sustain  departmental  examina- 
tions. A.  I  can  give  it  to  you  separately  and  I  think  I  can  give 
to  you  also  the  United  States  premiums  separated  from  the  others. 
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THE  CH AIRMAN:    The  Committee  will  take  a  recess  until 
2.30  o'clock  this  afternoon. 


ATTEE  KECESS. 

GAGE  E.  TAEBELL,  resumes: 

THE  WITNESS:  Mr.  Hughes,  if  you  do  not  mind  I  would 
like  to  give  you  the  history  of  that  Eobinson  circular  that  you 
presented  this  morning. 

BY  MR.  HUGHES:      ■ 

Q.  That  is  with  regard  to  the  guaranteed  insurance  free  of 
cost?  A.  Yes.  I  asked  immediately  to  have  it  looked  up  when 
I  returned  to  the  office,  and  I  found  that  I  received  a  letter  on 
December  1st,  last,  as  follows: 

"  Gage  E.  Tarbell,  2d  Vice-President. 

Dear  Sir: — 

The  enclosed  circular  came  to  our  hands  to-day.  While  the 
facts  are  correct,  at  the  same  time  it  is  very  misleading,  and 
we  do  not  think  that  a  circular  of  that  kind  should  be  permitted 
to  go  out. 

Tours  truly, 

J.  Bohm  &  Bros., 

Managers." 

I  find  that  without  my  having  seen  it,  it  was  referred  by  my 
secretary  to  Mr.  Taylor  who  has  charge — who  is  my  principal 
assistant  in  connection  with  the  majority  of  the  metropolitan  busi- 
ness. And  with  it,  were  the  enclosures.  And  Mr.  Taylor  im- 
mediately sent  it  to  F.  F.  Edwards,  who  has  charge  of  those 
matters,  and  says,  with  a  memorandum  reading: 

"  Was  this  circular  submitted  to  you  and  approved  before  is- 
suance ? " 

Signed,  W.  E.  T. 

Mr.  Taylor  on  the  same  day  wrote  a  letter  to  Bohm  &  Brother, 
reading  as  follows: 


2694  Legislative  Insurance  Investigation. 

"  Mr.  Tarbell  >has  received  your  letter  of  the  litli  instant 
with  copy  of  circular,  and  on  his  behalf  I  hasten  to  acknowl-* 
edge  receipt  and  to  thank  you  for  calling  this  matter  to  our  at- 
tention. 

Very  truly  yours, 

William  E.  Taylor, 

Supervisor  of  Agencies." 

On  the  same  day  Mr.  Taylor  vsrrote  Messrs.  Prosser  &  Homans, 
the  managers,  for  whom  Mr.  Robinson  woriked,  as  follows: 

"  Messrs.  Prosser  &  Homans, 
Gentlemen : — 

I  have  just  learned  that  your  Mr.  Edward  Robinson  is  using 
a  circular  of  which  I  enclose  a  copy.  We  consider  this  circular 
objectionable,  and  would  therefore,  ask  you  to  instruct  Mr.  Robin- 
son immediately  to  discontinue  using  it,  and  would  also  ask  you 
to  bring  to  his  attention  the  fact  that  it  is  a  rule  of  this  society 
that  all  circulars  should  be  submitted  to  the  home  office  before 
issuance. 

Kindly  acknowledge  receipt  and  oblige. 

Very  truly  yours, 

William  E.  Taylor, 
Supervisor  of  Agencies." 

To  which  Mr.  Taylor  received  a  reply  on  the  following  day, 

reading  as  follows: 

"  WilHam  E.  Taylor,  ■ 

120  Broadway,  — 

New  York. 

Dear  Sir: — 

Referring  to  yours  of  the  15th  instant,  in  reference  to  circu- 
lar of  Mr.  Robinson,  we  have  communicated  with  him  follow- 
■  ing  out  your  instructions. 

Very  truly  yours, 

Prosser  &  Homans." 


Testimony  of  Gage  E.  Tarlell.  2695 

On  December  21st,  we  received  the  following  letter: 

"  Herewith  please  find  circular  issued  by  Edward  Robinson. 
You  will  recall  that  a  day  or  two  ago,  you  objected  to  the  form 
of  this  contract "  (meaning^circular).  "  Mt.  Robinson  desires  that 
we  submit  this  to  you  and  ask  you  to  modify  it  to  such  an  extent 
as  you  deem  necessary  to  have  it  meet  with  your  approval." 

Mr.  Taylor  replied  on  January  4th,  as  follows: 

"  Messrs.  Prosser  &  Homims, 

Gentlemen: 

Replying  to  your  letter  of  the  21st  ultimo,  I  herewith  enclose 
draft  or  circular  letter  such  as  I  would  think  you  were  justified 
in  authorizing  Mr.  Robinson  to  use. 

Very  truly  yours, 

William  E.  Taylor, 

Supervisor  of  Agencies." 

The  circular  reads: 

"Dear  Sir: 

I  am  authorized  to  submit  for  your  consideration  a  special  con- 
tract, the  entire  cost  of  which  is  represented  by  the  interest  upon 
the  premiums  paid  in  the  event  of  your  death  within  twenty  years, 
as  the  contract  guarantees  returning  all  the  premiums  paid  in  addi- 
tion to  the  face  of  the  policy,  should  your  death  occur  within  that 
period. 

Kindly  fill  out  and  return  the  enclosed  card,  upon  receipt  of 
which  I  will  gladly  forward  a  detailed  statement. 

Tours  respectfully." 

Initialled,  "E.  E.,"  to  show  it  has  had  the  approval  of  Mr. 
Edwards. 

Q.  Have  you  any  way  of  accounting  for  the  distribution  of 
these  circulars  within  the  last  month?     A.  I  have  not,  no,  sir. 
Q.  Do  you  know  whether  or  not  this  circular,  Exhibit  No. 
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426,  has  beeai  distributed  mtHn  the  last  month?  A.  I  do  not. 
I  understand  Mr.  Taylor  was  asked  afterwards  if  a  thousand  that 
had  been  prepared  could  be  used,  and  he  gave  them  to  understand 
that  they  could  not  be  used,  so  I  would  naturally  assume,  unless 
it  is  known  to  the  contrary,  that  that  circular  probably  went  out 
before  that. 

Q.  I  am  informed  that  this  circular,  Exhibit  No.  426,  was  re- 
ceived by  one  of  the  counsel  for  the  Committee  through  the  mail 
within  a  month.  A.  I  know  nothing  about  it,  further  than  the 
general  history,  which  I  was  very  glad  to  give  y»u,  to  show  the 
way  we  follow  those  things  up^ 

THE  OHAIEMAE":  Eeceived  from  the  agent  within  the 
month,  in  the  regular  course  of  business? 

MK.  HUGHES:  Eeceived  through  the  mail  and  it  is  signed 
by  the  agent,  and  enclosed  is  the  agent's  card. 

THE  OHAIEMAN:  It  might  have  been  sent  by  someone  who 
received  it  previously. 

ME.  HUGHES:  It  came  directly  from  the  agent  I  am  in- 
formed. 

Q.  Have  you  now  a  statement  of  the  advances  made  to  agents? 

A.  Those  that  you 

Q.  Those  that  I  mentioned.    A.  I  think  so. 

A  VOICE:  They  are  not  here  yet,  Mr.  Tarbell. 

THE  WITNESS:  They  will  be  here  within  two  or  three 
minutes. 

Q.  Have  you  a  statement  with  regard  to  your  own  insur- 
ance as  to  amounts  of  premiums  and  commissions  you  have 
received? 

A  VOICE:  That  will  be  here  shortly. 

A.  It  will  be  here  within  five  minutes,  Mr.  Hughes. 

Q.  At  the  early  convenience  of  your  company  I  should  like 
to  have  a  statement  of  the  policies  of  insurance  written  upon 
the  Kves  of  the  officers  of  your  company,  or  of  members  of  the 
Board  of  Directors,  with  a  statement  of  the  amounts,  pre- 
miums paid,  and  the  agents,  if  any,  through  whom  the  'insur- 
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ance  lias  been  placed,  and  a  statement  of  any  commissions,  de- 
ductions, or  allowances,  which  have  been  received  by  any 
officer  or  any  member  of  the  Board  in  connection  with  any  such 
insurance. 

If  you  will  have  such  a  statement  prepared A.  Is  there 

any  way  I  can  find  that  out,  Mr.  Hughes? 

Q.  You  can  find  out  the  amoimt  of  the  insurance?    A.  Tea. 

Q.  And  you  can  find  out  the  agent  who  placed  it?     A.  Yes. 

Q.  And  you  can  find  out  the  premiums  paid?     A.  Yes,  sir, 

Q.  As  to  the  commissions,  or  deductions,  or  allowances,  I 
shall  ask  you  merely  to  state  what  facts  may  be  within  the 
knowledge  of  your  company.    A.  Thank  you. 

Q.  And  of  course,  the  additional  information  we  can  get 
through  your  agents  if  you  are  unable  to  get  it  yourself. 

I  would  like  to  ask  in  what  way  you  justify  the  receiving 
on  your  part  of  commissions  on  policies  placed  on  your  own 
life  in  your  own  company?  A.  First,  because  I  think  it  is  the 
general  custom  that  has  always  existed  in  life  insurance,  and 
perhaps  for  the  same  reason,  that  a  man  in  merchandising 
would  get  goods  at  cost,  or  if  he  was  a  hardware  merchant 
and  he  happened  to  want  something  in  the  hardware  line, 
that  he  did  not  have,  if  he  went  into  a  brother  merchant's  in 
the  hardware  business,  I  think  it  would  be  in  the  ordinary 
course  of  business  that  he  would  receive  it  at  cost.  I  think, 
generally  speaking,  any  professional  men  when  they  attend 
one  another,  they  make  a  less  charge  than  they  do  to  their 
other  clients.  I  think  it  is  a  general  custom  which  exists 
in  connection  with  all  business,  fire  insurance,  and  life  insur- 
ance, professional  business  and  merchandising. 

Q.  You  do  not  mean  to  imply  that  the  business  of  your 
company  is  the  business  of  its  officers,  and  belongs  to  them? 
A.  Not  by  any  means,  but  commissions  are  paid  to  cover  the 
expense  of  bringing  in  business,  and  where  an  officer  takes 
out  insurance,  there  is  no  expense  on  the  part  of  the  company 
in  getting  the  business. 

And  all  employees  in  the  employ  of  the  Society,  ever  since 
T  have  been  there,  have  been  privileged  to  do  business  and  re- 
ceived an  employee's  compensation. 

Q.  Inasmuch  as  commissions  are  paid  as  compensations 
for  the  placing  of  the  business,  upon  what  grounds  would  an 
officer  of  a  company  be   entitled  to  a  commission  for  placing 
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Lis  own  insurance  ?  A.  Commissions  are  paid  for  the  soliciting 
of  tlie  business,  and  if  an  officer  saw  fit  to  apply  for  it  and  did 
it  as  a  matter  of  courtesy,  or  an  agent  took  it  as  a  matter  of 
courtesy,  through  him,  there  would  be  no  cost  connected  with 
it,  and  the  company  has  not  suffered  by  reason  thereof. 

Q.  Why  should  not  the  company  have  the  benefit  of  the  saving 
of  expense  which  in  fact  has  not  been  incurred  ?  A.  If  the 
business  was  direct  to  the  company  that  might  be  so,  but  if  an 
officer  saw  fit  to  give  the  business  through  one  of  his  agents  who 
might  feel  that  he  was  perhaps  compensated  in  writing  it  without 
the  commission  and  he  saw  fit  to  so  regard  it,  I  do  not  see  that 
the  Society  would  haye  suffered  at  all. 

Q.  In  the  case  of  the  company  dealing  directly  with  the  officer, 
as  I  understood  to  be  the  case  of  the  ISTew  York  Life  dealing 
through  Mr.  Perkins,  did  you  regard  Mr.  Perkins  as  virtually  the 
agent  of  the  company  in  that  case  ?  A.  No,  sir,  I  don't  know  that 
I  did.  He  simply  told  me  if  I  wanted  insurance  there  I  could 
have  it  net  or  have  the  commission  allowed  to  me. 

Q.  In  such  a  case  why  should  the  company  give  a  compensation 
for  the  soliciting  of  the  business  when  in  fact  it  had  not  been 
solicited?  A.  I  assumed  that  the  company  figured  they  were 
under  no  expense,  the  business  was  desirable,  and  they  would  be 
glad  to  have  it  the  same  as  if  it  had  come  through  an  agent. 

Q.  In  the  case  of  an  agent  giving  a  part  of  his  commission  or 
the  whole  of  his  commission  to  an  officer  how  does  it  differ  from 
rebating  ?  A.  Well,  I  have  never  thought  that  it  would  have  to  be 
considered  that  a  man  who  bought  in  a  sense  his  own  goods  would 
be  taking  any  undue  advantage  of  anybody  if  he  bought  them  net. 

Q.  In  what  sense  were  you  buying  your  own  goods  in  taking 
insurance  from  the  Equitable  Life  ?  A.  I  was  buying  the  Society's 
goods  of  which  I  am  a  part  and  a  pretty  large  part,  as  I  carry 
one-three  thousandths  part  of  the  insurance  carried  in  that  com- 
pany.^ I  paid  the  Equitable  $125,000  in  personal  life  insurance 
premiums. 

Q.  Are  you  any  more  a  part  of  the  Equitable  than  any  other 
policyholder?  A.  No,  sir,  only  that  I  may  be  a  larger  policy- 
holder, that  is  all. 

Q.  Is  there  any  reason  why  you  should  get  any  return  from  an 
agent  in  placing  insurance  with  the  company  than  any  other  per- 
son should  get  a  return  in  placing  insurance  for  a  similar  amounv, 
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with  the  company  ?    A.   Only  because  it  is  my  business,  I  am  an 
officer,  and  I  am  giving  my  time  to  it, 

Q.  You  would  not  justify  it  because  you  are  an  officer  of  the 
company,  would  you?  A.  If  that  was  a  general  custom  with 
officers  of  companies  and  always  had  been,  I  think  that  might  be 
some  justification. 

Q.  Your  justification  really  is  the  matter  of  general  custom  as 
I  understand  it  ?  A.  I  think  so.  I  think  that  is  the  reason  why 
I  accepted  it.  I  supposed  it  was  all  right  at  the  time  I  did  it  and 
I  still  so  believe. 

Q.  I  see  in  your  statement  to  Superintendent  Hendricks  in 
regard  to  the  commutation  of  your  renewal  premiums  on  business 
that  had  been  placed  by  you  before  you  became  an  officer  you  say 
"And  I  do  not  hesitate  to  say  that  I  have  always  felt  that  it  is 
better  for  an  officer  not  to  have  even  a  commission  interest  in  the 
business  that  he  was  interested  in  or  produced  prior  to  the  time 
that  he  became  an  officer;  to  me  it  seems  better  that  such  an  in- 
terest should  not  exist."  Now  do  you  think  that  an  officer  should 
have  a  commission  interest  in  any  business  that  is  produced  while 
he  is  an  officer  ?  A.  Not  other  than  the  business  on  his  own  life, 
no,  sir. 

Q.  And  you  thiiii  that  he  is  entitled  to  an  interest  in  business 
on  his  own  life  upon  what  grounds  ?  A.  Upon  the  grounds 
that  I  have  stated.  I  have  always  felt — I  have  never  given 
the  matter  serious  consideration,  but  I  have  always  felt  that 
it  was  proper  for  an  officer,  as  there  was  no  expense  whatever, 
to  the  company,  to  buy  his  goods  at  the  net  cost. 

Q.  That  is  the  case  of  any  plain  rebate,  is  it  not,  that  the  agent 
gives  the  man  who  is  insured  what  is  tantamount  to  his  commis- 
sion or  a  part  of  it  ?  A.  I  have  never  looked  upon  it  as  a  parallel 
case. 

Q.  Can  you  indicate  any  distinction?  A.  The  distinction  that 
I  have  just  made,  that  an  officer  is  a  man  who'  is  devoting  his 
time  and  supposedly  his  best  energies  and  best  efforts  to  the  up- 
building of  his  company. 

Q.  He  is  paid  for  that,  is  he  not?  A.  Yes,  sir,  and  he  is  taiing 
no  advantage  of  the  company  if  the  agent  writes  it  and  it  is  had 
at  the  net  cost. 

Q.  Is  anyone  who  gets  an  allowance  or  rebate  from  the  agent 
taking  an  advantage  of  the  company  ?  A.  More  particularly  tak- 
ing an  advantage  of  the  agent,  I  should  say. 
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Q.  ind  the  officer  who  takes  the  same  thing  from  the  agent 
takes  advantage  of  the  agent?  A.  But  if  the  agent  is  willing 
to  do  it  and  desires  to  do  it  and  feels  that  the  credit  that  comes 
to  him  from  placing  the  insurance  is  full  pay,  it  does  not  seem 
to  me  that  there  is  an  advantage  taken. 

Q.  If  that  is  so,  what  becomes  of  your  argument  yesterday 
against  rebating?  A.  I  do  not  think  it  conflicts  at  all  with  the 
argument  I  made,  Mr.  Hughes. 

Q.  In  other  words  are  you  not  instructing  your  agents  on  pain 
of  dismissal  that  they  shall  not  do  a  thing  which  in  fact  they  have 
done  on  your  own  policy?  A.  If  that  argument  was  to  be  fol- 
lowed out  then  I  think  that  Tiffany  &  Company 

Q.  Please  don't  argue  about  Tiffany  &  Company?  A.  I  was 
soina;  to  make  an  illustration. 

Q.  Is  it  not  a  fact  that  you  are  now  instructing  your  agents  on 
pain  of  dismissal  not  to  do  a  thing  which  in  fact  they  have  done 
in  your  individual  case  ?    A.  I  have  not  so  considered  it,  no,  sir. 

Q.  Is  not  that  the  fact?    A.  No,  sir,  I  have  considered 

Q.  What  is  the  fact  ?  A.  Our  agents  are  all  permitted  to  give 
commissions,  and  it  has  been  a  general  custom  that  people  in  the 
insurance  business  have  received  them. 

Q.  Let  me  ask  you  about  that.  Your  agents  are  allowed  to 
give  commissions  ?  A.  To  people  engaged  in  the  business,  yes,  sir. 
Q.  Then  a  person  engaged  in  the  insurance  business  can  get 
a  rebate  without  conflicting  with  your  instructions  ?  A.  If  he 
placed  his  insurance'  with  the  Equitable  and  places  all  his  insur- 
ance with  the  Equitable  that  he  takes  or  solicits,  yes. 

Q.  Then  any  man  connected  with  an  insurance  company  can 
get  insured  in  the  Equitable  for  less  price  than  those  who  are  not 
connected  with  the  insurance  company?  A.  You  misunderstood 
me.  I  say  any  man  who  gives  insurance  to  the  Equitable,  and 
agrees  to  give  all  the  insurance  he  writes  or  produces  to  the 
Equitable  can  get  a  contract  which  will  allow  him  a  commission 
through  an  agent. 

Q.  Well,  that  is  not  your  case  ?  A.  Not  exactly,  although  the 
agent  made  an  agreement  and  filed  it  with  the  Society  to  the 
efl'ect  that  I  was  to  have  a  commission  in  connection  with  the 
busi  aess. 

Q.  Don't  you  know  there  is  a  statute  against  insurance  cjom- 
panies  discriminating?     A.  Yes,  sir. 
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Q.  Do  you  mean  to  say  tliat  you  tMnk  you  can  properly 
allow  one  rate  of  premium  to  one  man  who  is  not  connected 
with  insurance  companies,  and  in  effect  another  rate  through 
the  allowance  of  a  commission  to  a  man  who  is  connected 
with  an  insurance  company?  A.  I  do  not  consider  that  there 
was  any  discrimination  so  far  as  the  company  was  concerned 
because  they  received  the  same  premium  in  coaaeetion  with  the 
business  that  they  received  in  connection  with  any  other  business 
by  the  agent. 

Q.  Was  that  so  in  the  case  of  your  policy  with  the  New  York 
Life,  where  there  was  no  agent?  A.  I  supposed  they  received  the 
same  amount  that  they  would  if  the  business  had  been  written 
through  another  agent. 

Q.  Yes,  but  they  did  not  receive  the  same  amount  that  they 
would  have  received  if  you  had  paid  the  entire  premium  ?  A.  If 
I  have  done  wrong  reg'arding  the  matter,  I  am  very  sorry,  Mr. 
Hughes,  but  I  have  acted  ia  good  faith  and  done  what  I  thought 
was  right,  following  the  general  custom,  and  I  still  feel  —  I  know 
I  have  always  felt  that  way,  and  if  it  is  not  right  I  am  sorry  to 
learn  it. 

Q.  You  see  very  plainly  that  if  an  agent  were  to  insure  my 
life  for  one  hundred  thousand  dollars,  and  give  me  his  commis- 
sions it  would  be  an  infraction  of  your  rules?    A.  Yes. 

Q.  But  you  do  not  see  that  that  maintains  if  he  insures  your 
life,  and  gives  you  his  commission?  A.  I  have  never  so  consid- 
ered it;  no,  sir. 

THE  CHAIRMAIST:  This  investigation  is  being  conducted 
for  the  obtaining  of  information  and  not  the  edification  or  amuse- 
ment of  those  present. 

Q.  Mr.  Tarbell,  I  have  been  informed  that  in  recent  months 
there  have  been  policies  placed  with  your  company  on  which  very 
little  has  been  paid?  Are  you  familiar  with  any  such  cases,  I 
mean  very  little  of  the  stipulated  premium?  A.,  I  am  not;  no, 
sir.  You  mean  by  that  less  than  the  net  amount  after  deducting 
the  commission? 

Q.  'Eo,  I  do  not.  I  mean  less  than  the  regular  rate  of  pre- 
mium vdthout  deduction?  A.  I  know  of  nothing  of  the  kind; 
no,  sir. 

Q.  Do  you  know  of  a  policy  placed  upon  the  life  of  a  promi- 
nent dry  goods  merchant  in  this  town  for  a  large  amount  for  a 
sum  less  than  the  regular  rate  of  premium?    A.  I  do  not;  no,  sir. 
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Q.  You  never  heard  of  such  a  case?    A.  I  have  not  —  no,  sir. 

Q.  Suppose  an  agent  of  the  Equitable  Life  were  to  place  a 
policy  of  one  hundred  thousand  dollars  or  more  upon  the  life  of 
a  merchant  for  a  small  fraction  of  the  premium  regularly  charge- 
able, would  that,  in  the  ordinary  course  of  things,  come  to  your 
attention?  A.  I  don't  know  that  it  would,  sir,  be  brought  to 
my  attention. 

Q.  If  it  was  done  clandestinely?  A.  If  it  was  done  so  it  were 
known  and  it  was  brought  to  my  attention  the  agent  would  be 
immediately  dismissed. 

Q.  Is  there  any  way  through  the  accounts  of  the  agent  that 
you  can  detect  such  a  practice?     A.  No. 

Q.  Would  the  amount  of  the  advances  which  the  agent  was 
receiving  help  you  in  getting  at  it?  A.  !N"o,  sir.  It  might  be 
some  indication  if  the  advances  were  exceedingly  excessive,  that 
they  were  not  being  properly  used. 

Q.  What  does  the  agent  account  for A.  Net  premium. 

Q.  50  per  cent,  of  the  gross  premium?     A.  Yes,  sir. 

Q.  Not  the  net  premium?  A.  That  is  known  as  the  net  pre- 
mium, as  between  the  agent  and  the  Society. 

Q.  Yes.  But  he  accounts  for  50  per  cent,  of  the  gross  pre- 
miums.    A.  If  his  commission  is  50  per  cent. 

Q.  Yes.  What  amount  of  advances  made  to  agents  during 
the  past  five  years  has  been  lost  to  the  company  —  that  is  what 
is  the  company's  loss  on  advances  to  agents  ?  A.  That  is  impos- 
sible to  state. 

Q.  Can  you  give  it  approximately?  A.  The  amount  charged 
off  by  our  auditors  as  kno^vn  to  be  absolutely  lost  during  the  five 
years  was  stated  at  some  time  during  the  summer  to  be  $42,000, 
but  I  assume  that  there  will  be  a  very  much  larger  amount  that 
will  be  lost. 

Q.  Why  do  you  assume  that  ?  A.  Because  I  know  there  will 
be  some  losses  in  connection  with  accounts  that  have  not  been 
charged  off. 

Q.  And  $42,000  is  an  amount  which  has  been  charged  off? 
A.  At  that  time,  as  stated  to  me. 

Q.  What  do  you  estimate  to  be  the  total  amount  of  losses 
if  the  books  were  written  up  to  date,  and  the  amounts  charged 
off  that  could  not  be  collected  ?  A.  When  telling  you  yesterday 
that  to  the  best  of  my  information  and  belief  the  cost  of  new  busi- 
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ness  in  tlie  TJnited  States  and  Canadian  agencies  in  the  past 
five  years  was  61  and  a  fraction  per  cent,  of  the  first  premium  I 
assumed  that  in  that  calculation  that  there  would  be  a  trifle  over 
6  per  cent,  of  the  premiums  lost  which  I  feel  is  very  excessive, 
and  probably  more  than  one-third  greater  than  it  actually  will  be. 
In  fact,  I  do  not  believe  personally  that  the  loss  will  equal  four 
per  cent,  of  the  premiums. 

Q.  What  amount  in  dollars  do  you  think  the  loss  will  amount 
to?  A.  Perhaps — ^I  do  not  believe  at  an  outside  figure  myself 
it  will  reach  a  million  dollars. 

Q.  For  advances  made  during  what  period?  A.  Advances 
made  during  the  last  five  years,  during  which  time  the  new  busi- 
ness produced,  is  say  approximately  a  billion  dollars  as  the  new 
premium  is  turned  in  to  the  Society  about  thirty-seven  million 
dollars  and  the  total  losses  will  be  only  a  practical  part  of  the 
saving  that  has  been  made  by  reason  of  the  change  in  the  compen- 
sation January  1,  1900. 

BY  ME.  COX: 

Q.  What  are  your  receipts  per  annum  in  premiums?  A. 
$62,000,000  last  year.     I  was  computing  on  new  premiums. 

BY  ME.  HUGHES: 

Q.  What  figure  did  you  say  was  the  total  amount  of  premiums, 
$37,000,000  ?  A.  Of  new  premiums,  during  the  last  five  years, 
yes,  sir. 

Q.  And  4  per  cent,  of  that  would  be  $1,480,000?  A.  Yes,  but 
I  meant  4  per  cent,  of  our  domestic  premiums. 

Q.  And  the  domestic  premiums  are  how  much?  A.  I  don't 
know  that  I  can  give  you  that  exactly,  but  we  will  say  in  round 
numbers  thirty  millions. 

Q.  Are  advances  made  to  agents  in  the  foreign  field  ?  A.  Very 
much  less,  because  their  system  of  compensation  is  entirely  dif- 
ferent.    They  get  a  larger  first  year  and  less  on  renewals. 

Q.  You  have  not  that  under  your  supervision  at  all?  A.  N"o, 
sir. 

Q.  You  testified  before  Superintendent  Hendricks  in  some  de- 
tail with  regard  to  the  commutation  of  your  own  renewal  interests 
growing  out  of  your  contract  prior  to  the  time  you  became  an 
oflicer.     For  convenience  it  may  be  well  to  have  a  brief  statement 
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of  that  placed  upon  the  record  here.  What  is  the  fact  as  to  the 
hasis  upon  which  that  commutation  was  made?  A.  That  was 
determined  by  the  auditor  and  the  actuary. 

Q.  Who  is  the  auditor  who  determined  it?  A.  The  associate 
auditor,  Mr.  A.  W.  Maine. 

Q.  Did  he  determine  it  on  any  different  basis  than  he  has  de- 
termined any  other  commutations  of  renewals?  A.  I  think  not, 
no,  sir. 

Q.  Who  suggested  the  commutation  ?  A.  I  did,  at  the  request 
of  the  president,  after  I  spoke  to  the  president  about  commuting 
or  selling  my  renewals,  he  asked  me  to  have  a  statement  made  up 
in  the  regular  way. 

Q.  What  time  did  you  suggest  it?  A.  About  the  first  of  the 
year. 

Q.  About  the  first  of  the  year?    A.  Yes. 

Q.  Was  that  in  anticipation  of  any  trouble  in  the  Equitable? 
A.  !N"o,  sir. 

Q.  Why  had  not  the  request  been  made  before?  A.  It  was 
understood  at  the  time  I  came  here  as  an  officer  that  I  could  com- 
mute my  renewals  if  I  ever  wished  to.  In  fact,  I  spokp  of  doing 
it  in  1896  and  Mr.  Hyde  talked  me  out  of  it,  and  instead  I  loaned 
from  the  Society  against  my  renewals  at  that  time  $110,000. 

Q.  You  loaned  to  the  Society  ?    A.  Trom  the  Society. 

Q.  Borrowed  from  the  Society?     A.  Yes. 

Q.  Are  you  able  to  state  what  the  basis  was  upon  which  the 
calculation  of  the  gross  payment  to  you  was  made  ?  A.  A  matter 
I  should  say  offhand  of  about  —  I  should  say  something  over  four 
renewals  —  four  times  the  value  of  one  renewal.  My  renewals 
had  been  running  right  along  for  a  period  of  years,  varying  very 
sUghtly,  a  variation  I  should  say  of  less  than  2i  per  cent,  per 
annum,  and  the  policies  had  reached  an  age,  Mr.  Hughes,  when 
their  value  could  be  computed  very  accurately,  as  the  policies 
were  more  than  ten  years  old  and  as  they  were  practically  all 
deferred  dividend  policies,  there  would  be  no  termination  gener- 
ally other  than  those  by  death  on  account  of  the  fact  that  the  hold- 
ers would  forfeit  their  surplus. 

Q.  What  was  the  average  number  of  renewals  to  which  you 
were  entitled  at  the  time  of  the  commutation  ?  A.  I  could  "not 
say  as  to  that,  Mr.  Hughes,  without  looking  the  matter  up. 

Q.  I  asked  you  before  the  recess  with  regard  to  the  payment 
of  the  expenses  of  the  meeting  last  June.    In  order  that  I  may 
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be  as  specific  as  possible,  did  you  place  any  sum  in  the  bandfe  of 
Mr.  MclSTamee  of  Albany  for  tbe  purposes  of  defraying  any  ex- 
penses in  connection  "with  that  matter?    A.  Not  a  dollar. 

Q.  Or  in  connection  with  any  agents'  convention?  A.  Not  a 
dollar. 

Q.  You  spoke  of  a  private  car  that  the  Equitable  had.  What 
was  that  used  for?  A.  It  was  supposed  to  be  used  for  officers 
in  connection  with  the  discharge  of  their  duty. 

Q.  What  was  the  cost  of  that  car?      A.  I  really  don't  know. 

Q.  When  was  it  obtained  ?  A.  Well,  I  should  say  about  four 
years  ago,  some  three  or  four  years  ago. 

Q.  Was  it  used  by  you?  A.  I  think  it  was  used  by  me,  per- 
haps four  or  five  times. 

Q.  Who  else  used  it?  A.  Mr.  Hyde,  Mr.  Alexander,  Mr. 
Mclntyre  and,  I  think,  others;  of  course,  and  the  people  who 
made  trips  with  them.  As  I  say,  Mr.  Hughes,  it  was  purchased 
because  it  was  believed  an  economy  and  a  convenience.  If  an 
ofiicer's  time  is  as  valuable  as  their  salaries  would  indicate,  it  is 
something  of  an  object  for  them  to  be  able  to  keep  up  their  busi- 
ness and  do  their  business  on  trips  when  they  are  away  from 
home,  especially  if  they  are  taken  away  a  good  deal,  and  then 
again  it  gives  them  an  opportunity  of  doing  business  as  they  go 
along  with  people  as  well  as  correspondence,  and  as  the  transpor- 
tation could  be  arranged  so  that  it  was  not  expensive,  it  was  be- 
lieved to  be  an  economy.  That  car,  however,  was  sold  some  time 
ago. 

Q.  Have  you  the  statement  that  you  produced  this  morning 
of  the  results  of  Mr.  Woods'  contract?  A.  Yes  (producing 
paper). 

Q.  This  card  does  not  belong  to  it,  does  it?  A.  That  card 
gives  the  history  of  his  agency  and  the  other  shows  the  result's. 

ME.  HUGHES:   I  offer  that  in  evidence. 

(Paper  marked  Exhibits  427A  and  427B.) 

~  (Exhibits  427A  and  4:27B  will  be  found  in  the  book  of  ex- 
hibits.) 

BY  THE  OHAIEMAN: 

Q.  If  the  car  was  an  economy  why  was  it  sold?  A.  That  was 
a  private  arrangement  between  Mr.  Alexander  and  Mr.  Hyde. 
It  was  sold  to  Mr.  Hyde. 
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ME.  TULLT:   When? 

THE  WITNESS:  I  should  say  about  a  year  ago. 

Q.  Then  the  $650  which  is  one  item  of  your  expense  account 
paid  to  the  PiUlman  Company A.  That  was  a  hired  car. 

Q.  That  was  a  hired  car  at  that  time  and  not  a  private  car? 
A.  Yes,  sir;  I  think  there  was  one  trip  that  I  made  in  a  hired  car. 

Q.  Was  there  any  reason  why  you  did  not  use  the  private  car 
at  that  time?     A.  It  was  in  use,  I  think  Mr.  Hyde  had  it. 

Q.  Have  you  now  a  statement  of  the  advances  to  those  agents 
that  were  named  yesterday  ?     A.  I  think  so,  yes,  sir. 

Q.  We  will  take  Mr.  Bohm.  A.  Julius  Bohm  &  Brother,  in- 
debtedness to  the  Society  about  three  hundred  and  sixty-six 
thousand  dollars.  The  credits  to  the  accoimt  during  the  year 
1904,  was  $88,119',  and  the  credits  to  the  account  up  to  September 
1,  1905,  was  $87,398. 

Q.  Do  you  mean  that  the  credits  during  the  year  19.04,  were 
the  amounts  placed  to  the  credit  of  that  account  in  that  year?  A. 
Yes,  sir. 

Q.  Erom  renewals?  A.  Well,  renewals,  marginal  commis- 
sions and  so  forth,  you  know. 

Q.  I  don't  quite  understand  what  you  mean  by  marginal  com- 
missions? A.  The  margins  they  had  over  and  above  the  sub- 
agents'  commission. 

Q.  The  Frick  report  says  that  advances  made  to  them  amount 
to  a  total  of  $452,272,  or  equal  to  eleven  annual  renewals,  and 
that  the  combined  account  of  J.  Bohm  and  J.  Bohm  &  Brother, 
showed  annual  renewal  interests  of  $39,400.  Will  you  state  what 
correction  is  needed  in  that  statement  to  make  it  accurate?  A.  T 
have  just  given  you  a  statement  of  Bohm  &  Brother,  and  the 
statement  of  Mr.  Julius  Bohm.  The  books  show  an  indebtedness 
of  June  30,  1905,  of  $190,000,  but  I  cannot  say  that  ip  exactly 
correct,  because  I  don't  know  but  that  there  are  some  adjustments 
yet  to  be  made  in  connection  with  that  account,  in  connection  with 
the  Mix  Agency  matter  I  explained  to  you  yesterday.  I  find  that 
the  credits  to  that  account  during  the  year  1904,  were  $15,878, 
and  the  credit  to  September  1,  1905,  was  $12,046. 

Q.  Then  the  total  advances  to  J.  Bohm  and  J.  Bohm,&  Brother, 
were  in  the  neighborhood  of  four  hundred  and  sixty  thousand  dol- 
lars?    A.  I  assume  that  they  were,  or  more. 
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Q.  And  that  the  annual  renewal  interest  amounts  to  how  ranch? 
A.  Credits  to  the  combined  account  last  year  were  about  one  hun- 
dred and  three  thousand  dollars  and  this  year  about  ninety-seven 
thousand  dollars. 

Q.  Where  did  the  Frick  Committee  get  the  $639,400?  A.  I 
don't  know  where  the  Frick  Committee  got  any  of  those  figures. 
They  did  not  get  them  from  my  department  or  the  auditor's  de- 
partment, and  as  I  stated  yesterday,  they  made  a  report  on  the 
management  of  the  agencies  of  the  Society  without  any  investiga- 
tion. 

Q.  Take  the  next  item  in  the  Frick  Eeport,  A.  C.  Haynes? 
A.  Tes.     Did  you  ask  me  to  get  the  figures  of  Mr.  Haynes? 

Q.  Yes,  I  think  I  did.     A.  I  did  not  think  you  did. 

Q.  Do  you  happen  to  have  them?  A.  ISTo.  The  A.  0. 
Haynes  account  I  may  say,  was  never  really  an  account  that 
was  looked  after  by  me.  That  Avas  an  account  that  was 
looked  after  by  President  Alexander,  our  associate  auditor, 
Mr.  Maine,  and  by  Mr.  Taylor,  but  I  can  get  the  figures  if  you 
want  me  to. 

Q.  Take  the  account  of  Mix.  A.  Have  you  got  it  there,  the 
figures  ? 

Q.  I  have  got  the  Frick  Eeport,  which  says  the  total  advances 
were  $878,000,  embracing  old  and  new  account,  or  about  six  times 
the  stated  renewal  interests.  A.  I  think  that  was  approximately 
correct. 

Q.  It  said  the  new  account  showed  a  balance  of  $29,100,  Janu- 
ary 1st,  and  $158,447  on  March  31,  1905.  A.  I  assume  that  those 
figures  were  approximately  correct. 

Q.  The  next  one  in  the  Frick  Eeport  is  E.  J.  Mix.  A.  I  ex- 
plained to  you  yesterday  about  that.  Mr.  Mix  has  no  indebted- 
ness in  reality. 

Q.  The  next  is  Mr.  Powells  ?  A.  Mr.  Powells'  indebtedness  is 
about  $590,000. 

Q.  What  were  his  annual  renewals?  A.  His  credits  to  his  ac- 
count in  1904,  were  $64,091 ;  his  credits  up  to  October  1st,  this 
year,  were  $47,902.  I  would  like  to  say  in  regard  to  the  account 
of  Mr.  Powells,  that  the  new  business  paid  for  in  Mr.  Powells' 
agency  sine©  January  1,  1900,  amounts  to  $29,909,280.  His  paid 
for  business  during  the  first  six  months  of  this  year  has  amounted 
to  over  six  million  dollars.  I  think  his  is  the  second  laxgest 
agency  there  is  in  the  Society.    Mr.  Powells'  indebtedness  has  been 
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increased  quite  materially  by  reason  of  the  general  conditions  that 
existed  in  Kentucky,  and  I  think  all  life  insurance  conditions  in 
that  State  have  been  perhaps  as  bad,  if  not  worse,  than  in  any  state 
in  the  Union.  Rebating  has  been  rampant,  and  the  conditions 
have  been  generally  bad ;  and  acting  upon  the  earnest  recommenda- 
tions that  were  given  to  Mr.  Powell,  a  year  ago  last  January  we  set 
out  with  the  determination  of  entirely  and  absolutely  doing  away 
with  rebating  as  far  as  his  agency  was  concerned,  and  made  an 
absolute  rule,  which  so  far  as  I  know,  he  has  enforced  entirely, 
to  the  effect  that  he  would  not  permit  anybody  to  remain  in  his 
agency  at  all  without  the  payment — unless  he  collected  one  hun- 
dred cents  on  the  dollar  in  connection  with  all  of  his  business. 

He  had  a  veiy  hard  fight  there  all  of  last  year,  and  a  hard 
fight  ever  since,  I  think  he  has  dismissed  something  like  thirty 
men  this  year  for  rebating,  and  he  is  fighting  the  matter  there 
very  seriously,  and  by  reason  of  those  conditions  which  have 
caused  the  lapsing  in  the  agency  to  be  very  abnormal,  the  indebted- 
ness has  grown  out  of  proportion  to  the  security — it  is  larger  than 
it  should  be. 

MR.  OOX:  Why  would  the  refusal  to  rebate  cause  lapses  of 
])olicies?  A.  The  rebating  causes  lapses  of  policies.  A  man  has 
paid  less  for  the  premium,  and  therefore  is  not  likely  to  continue 
it,  and  where  rebates  have  been  practiced  men  very  frequently  buy 
their  insurance  with  no  thought  of  keeping  it  during  the  year,  hop- 
ing to  buy  a  rebated  policy  from  some  other  agent  the  next  year. 
They  very  often  get  caught  in  an  uninsurable  condition  without 
the  benefit  of  life  insurance. 

Q.  I  thought  you  said  present  conditions  in  that  agency 
caused  an  unusual  amount  of  lapsing?  A.  The  present  con- 
ditions in  the  state,  generally  unsatisfactory  condition  of  life 
insurance  caused  an  unusual  amount  of  it.  I  think  perhaps 
rebating  has  been  more  general  in  that  state  on  the  part  of 
the  companies  generally  than  perhaps  any  other  state  in  the 
Union.  The  Superintendent  of  Insurance,  however,  at  the  begin- 
ning of  this  year  went  to  work  to  co-operate  with  the  agent  in  a 
very  earnest  endeavor  to  try  and  do  away  with  it,  and  I  think  very 
much  has  been  accomplished.  I  would  like  to  call  your  attention 
to  the  fact  also,  Mr.  Hughes,  that  the  business  of  the  Bohm  Agency 
Las  been  very  large  indeed,  their  paid  for  business  since  January, 
1900, 1  think  is  about  nineteen  millions  of  dollars. 
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Q.  Did  Mr.  Bohm  at  the  time  he  came  over  to  your  company 
owe  the  New  York  Life  any  money?    A.  I  don't  know  as  to  that. 

Q.  Is  it  a  fact  that  some  ten  thousand  dollars  owed  by  him  to 
the  ISFew  York  Life  was  paid  by  the  Equitable?  A.  I  don't  know 
that  that  is  a  fact,  sir. 

Q.  You  have  no  information  on  it  ?  A.  It  certainly  was  not  paid 
by  us  direct;  if  it  was  paid,  I  don't  know  it. 

Q.  You  have  no  information  about  it?  A.  I  don't  know  that 
I  have.  I  may  possibly  have  known  something  about  that  at  or 
about  that  time. 

Q.  Well,  I  was  asking  you  yesterday  as  to  what  was  paid  by 
the  Equitable  at  the  time  the  agents  were  taken  over  from  the 
New  York  Life,  Mr.  Bohm  was  one  of  those  agents  ?  A.  Yes,  sir. 
I  said  not  a  dollar  outside  of  our  regular  contract.    That  is  right. 

Q.  As  a  matter  of  fact,  didn't  you  pay  to  Mr.  Bohnj  or  to  some 
one  on  his  behalf  an  amount  which  would  enable  him  to  liquidate 
his  indebtedness  to  the  New  York  Life?  A.  I  think  not.  We 
may  have  some  time  later  made  some  advances  to  Mr.  Bohm. 
Just  what  he  may  have  done  with  it  I  don't  know,  but  I  know  that 
we  have — I  might  mention  some  security  that  we  have  of  Mr. 
Bohm's  at  the  present  time  outside  of  his  renewals  in  the  way  of 
real  estate,  life  insurance  and  other  matters. 

Q.  What  are  they  for?  A.  Additional  collateral  in  connection 
with  his 

Q.  Eor  the  advances  ?    A.  With  advances,  yes,  sir. 

Q.  You  have  mentioned  various  credits  placed  to  these  accounts 
during  the  last  year.  Do  you  make  advances  against  any  other 
securities  than  renewal  commissions?  A.  Yes,  sir,  marginal  com- 
missions. 

Q.  Exactly  what  do  you  mean  by  that?  A.  If  aij  agent  gets  50 
p£r  cent,  commission  and  pays  the  sub-agent  40,  he  has  got  a 
marginal  commission.  Anything  that  is  coming  to  the  agent  that 
belongs  to  him  we  calculate  to  cover  as  security. 

Q.  Well,  you  don't  know  that  he  will  have  any  marginal  com- 
mission? A.  We  know  that  there  are  some  marginal  commis- 
sions. And  then  again,  too,  other  commissions  that  are  paid  in 
you  know;  we  make  it  a  lien  against  indebtedness  of  sub-agents, 
so  hold  the  sub-agent  where  advances  are  made  in  turn  to  the  sub- 
agent. 

Q.  Was  any  arrangement  made  with  any  one  taken  over  from 
the  New  York  Life  that  an  advance  would  be  made  to  enable  them 
to  liquidate  their  indebtedness  to  the  New  York  Life?    A.  No,  sir. 
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Q.  This  item  of  agents'  balances  in  your  report  at  the  end  of 
1904,  $1,514,639.90.  Is  that  a  correct  amount  of  the  agency's 
balances  as  shown  by  the  books?  A.  I  assnmed  that  it  was  the 
correct  amount  exactly  at  that  time.  You  know  of  the  amounts 
transferred  to  the  trust  companies. 

Q.  You  have  explained  that  and  that  is  explained  to  Superin- 
tendent Hendricks.  Who  is  responsible  for  the  accuracy  of  your 
figures — the  agents'  balances  ?  A .  The  people  who  made  up  the 
reports.  I  want  to  say  I  never  had  anything  to  do  with  making 
up  the  reports. 

Q.  Who  is  the  man  ?  A.  The  ipaking  up  of  the  reports  was  su- 
pervised by  the  president,  the  comptroller  and  the  auditor,  I 
think,  and  the  actuary. 

Q.  Who  is  the  man  who  makes  up  the  figures  which  go  to  the 
president  and  others  ?    A.  The  aiiditor,  I  suppose. 

Q.  "Who  is  he?    A.  Mr.  Francis  W.  Jackson. 

Q.  I  spoke  to  you  yesterday  with  regard  to  the  excessive 
stimulus  to  agents  to  produce  business.  I  would  like  to  know 
whether  in  a  letter  addressed  to  agents  under  date  of  October  1, 
1904,  or  thereabouts  you  used  this  language:  "After  reflecting  on 
all  this  I  repeat  that  if  there  is  any  agent  who  does  not  write  the  . 
amount  of  business  allotted  to  himself  we  shall  be  obliged  to  con- 
clude that  he  don't  want  it  sufHciently, — in  other  words,  that  he 
was  not  willing  to  pay  the  price."  A.  I  may  have  used  that  lan- 
guage. That  is  good  language ;  I  am  willing  to  be  responsible  for 
it. 

Q.  What  docs  willingness  to  pay  the  price  mean?  A.  Doing 
the  hard  work  necessary  to  do  it.  The  average  man  that  wishes 
he  was  in  the  other  man's  place  is  not  willing  to  do  the  work  that 
the  other  man  did  to  get  there — ^it  is  the  price  that  you  have  paid 
for  your  distinguished  position. 

Q.  You  did  not  mean  to  intimate  that  they  should  be  willing 
to  sacrifice  something  of  their  earnings  to  get  the  business?  A. 
In  no  way,  shape  or  manner.  Such  a  thought  could  never  have 
entered  my  head  and  I  would  be  glad  to  have  you  read  all  the 
letters  sent  out  to  our  agents  any  you  won't  find  any  such  thoughts 
in  any  of  them. 

Q.  Now,  with  regard  to  the  advances  made  by  other  companies, 
we  found  some  yesterday  you  will  remember  who  paid  a  somewhat 
lower  rate  of  commission  than  the  Equitable?  A.  And  very  many 
tliat  pay  a  very  much  higher  rate. 
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Q.  "We  secured  a  number  of  conservative  companies  tliat  paid 
a  lower  rate?     A.  I  tMnk  you  mentioned  one. 

Q.  I  think  I  mentioned  tliree  or  four,  didn't  I?  A.  I  don't 
remember.     I  think  I  can  mention  several  myself. 

Q.  Now,  do  those  companies  pay  or  make  advances  at  as  large 
a  rate  as  the  Equitable  does?  A.  I  cannot  say  as  to  that.  I  think 
not.  The  amount  of  the  business  that  they  do  would  not  indicate 
that  there  was  any  necessity  for  it. 

Q.  So  that  what  really  required  the  making  of  the  advances 
and  the  payment  of  large  commissions  is  the  desire  tx)  have  a  large 
amount  of  business  written?  A.  If  there  was  no  desire  to  vmte 
any  particular  amount  of  business  there  would  be  no  occasion  what- 
ever for  making  any  advances. 

Q.  Then  you  answer  my  question  in  the  effect  in  the  affirma- 
tive? A.  That  is  to  say,  if  you  were  satisfied  to  take  just  such 
business  as  comes  under  the  plain  commissions,  there  would  be  no 
occasion  for  making  any  advances. 

Q.  Wlat  is  the  average  life  of  an  insurance  policy  in  the  Equi- 
table? A.  That  depends  entirely  again  on  the  agency,  the  agent, 
the  location  and  many  different  things.  The  average  life  of  a 
policy  in  some  parts  of  the  United  States  is  ^eater  than  others. 

Q.  Take  it  in  the  City  of  New  York?  A.  I  should  say  the 
average  life  of  a  policy  in  the  City  of  New  York  would  vary  de- 
pending upon  perhaps  who  writes  it,  anywhere  from  seven  to  ten 
years — ^from  seven  to  twelve  years  say. 

Q.  Have  you  not  made  advances  here  on  more  than  ten  yearly 
renewals?  A.  I  think  there  are  instances  where  the  amount  of 
advances  is  in  excess  of  ten  years,  and  as  I  told  you  yesterday,  life 
insurance  is  no  exception  to  the  general  rule,  we  may  make  some 
losses  which  we  always  regret. 

Q.  What  is  done  in  your  company  with  replies  to  advertise- 
ments that  are  inserted  in  magazines — do  you  write  the  business 
direct?  A.  Asking  to  have  illustrations  given  them  or  informa- 
tion? 

Q.  Inquiry  as  to  insurance  which  indicates  a  man  has  been  in- 
terested by  your  notice?  A.  They  are  always  sent  to  the  agent 
in  charge  of  the  field  from  which  the  reply  comes. 

Q.  You  do  not  do  any  direct  business  then?  A.  No,  sir,  our 
field  is  assigned  out  to  our  (Effea-ent  general  agents  through  the 
country  and  if  they  came  from  Maine  it  would  be  sent  to  the 
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general  agent  of  Maine,  if  it  caine  from  'New  Hampshire  to  the 
general  agent  in  New  Hampshire  and  so  forth. 

Q.  This  morning  a  mention  was  made  by  you  of  the  adyantages 
of  deferred  dividend  policies.     I  would  like  to  have  you  state 
what  the  advantage,  in  your  judgment,  to  the  policyholder  is  of 
having  a  deferred  dividend  policy?     A.  I  will  be  very  glad  to 
state  that.     I  think  there  are  a  number  of  reasons.     In  the  first 
place,  the  first  reason  I  would  say  greater  safety,  which  leads  to 
an    accumulation    of    surplus    and    surplus    means   security    and 
strength  and  the  necessity  for  safety  in  life  insurance  is  different 
from  any  other  business  in  the  world  because  it  very  often  hap- 
pens that  a  policy  taken  out  in  life  insurance  may  not  be  fully 
paid  for  fifty,  sixty,  seventy  or  a  hundred  years.      It  is  not  an 
uncommon  thing  at  the  present  time  for  a  man  to  buy  life  insur- 
ance,  a  comparatively  young  man,  payable  to  his  children  in 
fifty  annual  installments  after  he  is  dead.     So  it  is  not  a  ques- 
tion of  the  safety  of  the  company  at  the  present  time;  it  is  a 
question  of  the  safety  of  the  company  twenty-five,  fifty  or  a  hun- 
dred years  from  now.     Therefore  the  question  of  safety  is  para- 
mount..    Then  a  man  who  makes  a  life  insurance  contract  can- 
not, as  he  can  with  a  bank  deposit,  draw  it  out  at  will;  he  never 
can  draw  it  out  until  the  termination  of  its  period  with  quite  all 
of  its  equities.     So  the  question  of  surplus  is  a  greater  advan- 
tage to  a  man  in  life  insurance  than  anything  else.     Then  again 
they  insure  their  lives  for  two  reasons.       They  may  not  always 
say  that,  but  if  it  is  carefully  analyzed  I  think  you  will  find  men 
insure  their  lives  in  the  first  place  for  the  protection  of  their  fam- 
ilies and  their  estate  in  the  event  of  their  early  death  and  for  the 
protection  of  themselves  and  their  families  in  their  old  age.    Per- 
sonally I  want  to  say  that  in  my  twenty-five  years'  experience 
in  life  insurance  the  saddest  picture  I  have  ever  seen  in  my  life 
is  an  old  man  or  old  woman  without  a  competency,  and  there  is  no 
way  in  the  world  a  man  can  so  surely  shut  up  the  doors  to  that 
as  through  life  insurance,   and  on  the  deferred  dividend  plan, 
whereby  he  gets  back  at  the  expiration  of  a  certain  period  the 
entire  value  of  the  policy,  or  the  entire  reserve  plus  the  entire  sur- 
plus. 

Third.  I  think  there  is  no  other  plan  that  can  safely  give  to 
the  assured  his  entire  share  of  the  company's  earnings,  and  there- 
fore in  the  end  it  furnishes  the  cheapest  insurance.  ISTo  annual 
dividend  company  can  pay  to  the  assured  at  the  time  of  declaring 
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any  annual  dividend  to  policyholders  the  entire  share  of  the 
surplus.  If  so  the  company  would  be  on  the  verge  of  insolvency 
at  any  time.  It  must  necessarily  keep  a  certain  margin  for  safety. 
But  with  deferred  dividend  policyholders  the  actuary  can  declare 
at  the  end  of  the  period  the  entire  amount  of  surplus  going  to 
that  policy. 

Fourth.  I  would  like  to  call  your  attention  to  the  fact  that  it 
attracts  the  best  lives;  therefore  it  shows  a  more  favorable  mor- 
tality experience,  which  means  greater  profits  to  the  assured.  In 
the  Equitable  the  twenty-year  dividend  policies  are  charged  only 
with  deaths  occurring  among  the  twenty-year  deferred  dividend 
policyholders.  ISTow,  it  must  be  patent  to  you  that  a  man  who 
did  not  believe  himself  to  be  an  absolutely  first-class  rislk  would 
be  likely  to  buy  a  non-participating  or  annual  dividend  policy,  and 
it  is  not  the  people  who  believe  themselves  to  be  good  risks  that 
are  willing  to  buy  a  policy  on  which  there  is  an  additional  profit 
to  him  if  he  lives  out  his  expectancy  or  a  large  part  of  it. 

Then,  as  a  fifth  reason,  I  would  say  that  it  makes  policies  is- 
sued at  the  ordinary  life,  the  twenty-payment  life  rates,  practically 
endowment  policies,  as  the  assured  is  permitted  to  draw  the  en- 
tire cash  value  at  the  end  of  twenty  years.  Even  on  ordinary  life 
policies  he  can  draw  the  entire  full  reserve  plus  the  entire  earn- 
ings, and  that  is  the  same  of  twenty-payment  life  policies;  but 
they  cannot  do  that  if  they  are  taken  on  the  old-f  as"hioned  annual 
dividend  plan. 

Then  as  another  reason  I  would  say  that  many  men  are 
so  selfish  that  they  will  not  insure  unless  they  think  they  can 
derive  a  benefit  during  their  own  life  time,  and  under  the  de- 
ferred dividend  policies  they  assure  to  live,  but  their  families  are 
protected  just  the  same  in  the  meantime.  In  other  words,  in- 
surance was  always  profitable  enough  to  those  who  died  early, 
but  under  the  deferred  dividend  system  it  is  profitable  to  the 
man  who  lives;  in  other  words  there  is  a  very  false  and  erroneous 
conception  on  the  part  of  a  great  many  people  as  to  a  com- 
pany. They  look  on  a  company  as  some  abstract  thing.  They 
do  not  realize  that  the  policyholders  are  simply  assuring  each 
other,  and  that  in  reality  the  officers  are  or  should  be  nothing 
in  the  world  but  trustees  of  the  most  sacred  trust  that  is  on  earth, 
and  they  are  simply  for  the  purpose  of  seeing  that  the  interests  of 
these  policyholders  one  with  another  are  properly  administered. 

ME.  HUGHES:  I  think  they  are  beginning  to  realize  that. 
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THE  WITIS^ESS:  I  am  glad  of  it.  Then  again  deferred 
dividends  are  not  So  likely  to  lapse  or  to  be  twisted  by  tm- 
scrupulous  agents.  Therefore  it  is  better  for  the  policy- 
holder, the  company  and  the  agents,  as  I  explained  to  you 
yesterday — ^it  is  an  exceedingly  bad  thing  for  a  man  who  has 
got  a  policy  in  any  good  company  on  which  he  has  paid  one 
premium,  generally  speaking,  to  drop  it  to  buy  another;  but 
the  business  of  twisting  is  carried  on  in  this  country  to  such 
an  extent  I  regard  it  as  an  evil  practically  equal  to  and  in  some 
ways  greater  than  that  of  rebating.  And  a  company  doing 
a  deferred  dividend  business  can  safely  make  its  contracts  more 
liberal  in  their  conditions,  surrender  values,  travel  and  residence 
and  occupation,  because  they  have  a  greater  element"  of  safety 
in  that  they  have  to  meet  the  various  conditions  that  occur  from 
year  to  year  and  the  dividends  can  —  in  conclusion,  let  me  say, 
in  my  opinion  —  be  declared  with  very  much  greater  equity; 
everybody  knows  that  in  declaring  annual  dividends  there  is  a 
certain  element  that  is  not  you  might  say  based  upon  actual 
certainty,  whereas,  in  a  deferred  dividend  policy  the  declaring  of 
a  dividend  on  it  carries  no  possible  element  that  is  not  based,  as 
I  understand  it,  upon  the  actual  fact.  Except  the  possible  in- 
terest earnings  of  the  company  during  a  fractional  part  of  the 
last  year  in  which  the  dividend  is  declared,  which  is  a  very 
infinitesimal  amount. 

ISTow,  I  want  to  say  regarding  that  that  there  are  two  principal 
objections  that  I  have  heard  frequently  raised  to  deferred  divi- 
dend insurance 

Q.  Before  you  take  up  the  objections,  I  would  like  to  have 
you  consider  very  briefly  some  of  the  advantages  that  you  have 
suggested.  In  the  first  place  you  say  that  safety  and  security 
can  be  afforded.  I  suppose  you  mean  by  that  in  the  accumulation 
of  a  surplus?  A.  In  the  accumulation  of  a  larger  surplus.  The 
greater  the  surplus  the  greater  the  security. 

Q.  You  mean  in  the  lack  of  a  necessity  for  an  immediate  dis- 
tribution— annual  distribution?  A.  I  mean  where  dividends 
are  paid  only  once  in  ten  or  once  iii  fifteen  or  once  in  twenty 
years,  there  will  necessarily  be  a  larger  amount  of  unappor- 
tioned  earnings  accumulated  in  the  hands  of  the  company  to 
meet  a  contingency  than  there  would  be  on  the  annual  dividend 
plan. 

Q.  ISTow  I  would  like  to  have  you  state  what  amount  in  ad- 
dition to  the  legal  reserve  is  necessary  in  your  judgment  as 
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a  contingency  fund  to  make  the  contracts  of  the  Equitable  en- 
tirely secure?  A.  I  would  say  on  general  principles  I  feel 
that  any  company  whether  a  deferred  dividend  or  not  ought 
to  always  accumulate  ten  per  cent,  of  the  reserve  as  a  safety 
fund. 

Q.  And  when  you  say  ten  per  cent,  of  the  reserve  you  have 
in  mind  ten  per  cent,  accumulated  on  what  basis?  A.  Why, 
the  reserve  of  a  company  like  the  Equitable  is  three  hundred 
and  twenty-seven  millions. 

Q.  Did  you  mean  that  reserve  ?    A.  I  mean  that  reserve. 
Q.  And  that  is  calculated  upon  what  interest  basis  ?     A.  Part 
of  it  on  one  and  part  another.    All  of  our  business  at  the  present 
time  is  written  on  a  three  per  cent,  basis. 

Q.  Then  you  think  that  to  give  entire  security  and  safety 
to  the  Equitable  contracts  there  should  be  a  contingency  fund 
over  and  above  the  legal  reserve  of  about  $33,000,000?  A.  Of 
at  least  ten  per  cent,  of  that  reserve. 

Q.  The  reserve  according  to  the  book  is  $331,000,000  and 
I  figure  ten  per  cent,  of  that  to  be  about  $33,000,000?  A.  Yes, 
sir.  I  think  most  actuaries  would  say  they  felt  ten  per  cent, 
was  none  too  large  an  amount  to  keep  for  an  element  of  safety 
or  security. 

Q.  That  of  course  is  to  meet  possible  fluctuations  in  the  values 
of  property  ?  A.  And  losses  that  are  likely  to  occur.  We  have 
been  very  fortunate  in  America,  we  have  not  had  any  great 
calamities  in  this  country  for  a  great  many  years. 

Q.  The  second  reason  you  give  is  the  desirability  of  provid- 
ing for  a  competency  ?    A.  In  old  age,  yes,  sir. 

Q.  Well,  that  has  reference  to  the  desirability  of  endowment 
insurance,  has  it  not?  A.  In  a  sense.  The  trouble  with  en- 
dowment insurance  is  it  is  too  expensive  for  the  average  man. 
The  great  majority  of  our  policyholders  are  small 
policyholders  —  they  are  the  professional  men  who  never  get 
enough  m.oney  to  get  investments  for  themselves,  some  of 
them,  in  time  to  take  advantage  of  them;  some  of  them  are 
laboring  men;  some  of  them  are  men  of  toil  of  one  kind  or 
another. 

Q.  Excuse  me  a  minute.  You  have  made  that  point  quite 
liberally,  and  I  would  like  to  have  some  of  these  matters  stated 
as  tersely  as  possible,  simply  because  of  the  great  pressure 
under  which  we  are  working  to  get  things  without  a  sacrifice 
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of  substance  in  the  short  amount  of  time.  You  did  not  refer  in 
your  second  reason  to  the  desirability  of  an  endowment  policy 
as  distinguished  from  an  ordinary  life  policy?  A.  jSTo,  sir,  an 
ordinary  life  policy  and  limited  payment  policy  if  written 
on  the  deferred  dividend  plans,  they  are  practically  endow- 
ments. 

Q.  What  is  payable  imder  an  ordinary  life  policy  at  the  end 
of  a  period  of  twenty  years?  A.  The  fuU  reserve  plus  that 
policy's  entire  share  of  surplus  earniags. 

Q.  May  be  drawn  on  surrender  of  the  policy?    A.  Tes,  sir. 
Q.  We  are  not  speaking  of  surrender  values.    I  want  to  know 
what  may  be  drawn  upon  such  an  ordinary  life  policy  simply 
by  reason  of  the  dividends  having  been  deferred?     A.  The  divi- 
dend that  has  been  accumulated  on  that  policy. 

Q.  Now,  the  advantage  then  is  simply  in  such  a  case  the  accu- 
mulation of  the  dividend  or  the  payment  of  the  dividend  upon 
the  accumulation?  A.  The  advantage  is  that  while  the  assured 
has  had  insurance  at  a  cheap  rate,  if  he  wishes  to,  and  he  is  an 
old  man  and  needs  the  money  for  himself  or  his  wife  and  chil- 
dren have  died,  so  he  needs  nothing  but  protection  for  himself  in 
addition  to  drawing  all  his  surplus  he  can  draw  all  the  reserve, 
he  can  close  up  the  contract  without  leaving  with  the  company 
one  single  penny. 

Q.  You  have  surrender  values  on  annual  dividend  policies  ? 
A.  Yes,  no  man  can  get  under  an  annual  dividend  quite  all  the 
equity  he  has  paid  for  it. 

Q.  That  is  another  proposition.  Now,  without  reference  to 
the  fact  that  he  can  surrender  and  get  surrender  value  in  either 
case,  what  is  there  that  he  can  get  simply  because  the  dividend 
is  deferred  that  he  cannot  get,  assuming  a  fair  apportionment,  if 
he  takes  his  annual  dividend?  A.  He  has  the  choice  of  several 
different  things.  He  can  first  draw  his  entire  surplus,  second  he 
can  "draw  the  equivalent  of  the  surplus  or  the  equivalent  of  the 
entire  cash  value  in  paid-up  insurance  and  cease  paying  premiums 
from  that  time  on ;  he  can  convert  the  entire  value  of  the  policy 
into  a  life  annuity  to  pay  him  so  much  per  annum  for  the  rest  of 
his  life. 

Q.  All  of  those  objections  are  to  annual  dividend  policies  with 
the  exception  of  the  interest  in  the  reserve  that  has  been  deferred  ? 
A.  Except  that  an  annual  dividend  policy  always  leaves  with  the 
company  a  part  of  the  surplus. 
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Q.  So  it  all  comes  down  to  this  question,  whether  under  the 
deferred  policy  he  will  get  a  larger  interest  in  the  surplus  than 
under  the  annual  dividend  policy  ?    A.  That  is  one  of  the  reasons. 

Q,  That  is  all  there  is  in  this  particular  reason  of  furnishing 
a  competency  that  distinguishes  this  case  from  an  annual  divi- 
dend policy  ?  A.  But  if  a  man  has  used  up  his  annual  dividends, 
as  he  has  gone  along  through  life,  he  cannot  have  them  over  again ; 
you  cannot  have  your  cake  and  eat  it,  too. 

Q.  The  question  is  whether  you  take  your  cake  now  or  take 
it  ten  years  from  now  ?  A.  Under  the  deferred  dividend  there  is 
a  compulsory  saving  that  is  greatly  to  the  advantage  of  most  people. 

Q.  Your  contention  fairly  expressed  is  if  the  dividends  are 
deferred  the  surplus  interest  will  be  larger  through  the  deferring 
than  if  they  were  taken  in  annual  dividends  ?  A.  Yes,  sir,  and 
they  will  be  accumulated  for  the  purpose  I  have  mentioned. 

Q.  That  is  a  matter  that  can  be  decided  by  actual  results  we 
will  have  from  your  actuary.  I  now  want  to  get  these  reasons. 
'Now,  your  third  reason  is  that  he  will  get,  as  I  understand  it, 
at  the  end  of  a  deferred  dividend  period  I  understand  actuaries 
declare  every  particle  of  surplus  that  has  been  accumulated  for 
the  benefit  of  a  policy,  whereas  in  annual  dividends  a  part  of  it  is 
reserved.  Isn't  that  a  pretty  large  assumption  ?  A.  I  think  not. 
I  am  told  in  our  company  that  is  true,  and  I  believe  from  my 
knowledge  of  what  is  done  and  Mr.  Van  Gise  that  it  is  true. 

Q.  You  have  deferred  dividend  policies  maturing  every  year 
for  some  period  ?    A.  Yes. 

Q.  Do  you  divide  so  as  to  give  the  deferred  dividend  policy- 
holder every  dollar  of  that  surplus  without  reserving  anything 
for  contingencies?  A.  On  the  deferred  dividend  every  dollar; 
not  a  penny  is  left,  because  there  are  other  deferred  dividend  poli- 
cies that  do  not  draw  dividends  that  year;  that  covers  that  element 
of  safety. 

Q.  So,  according  to  your  practice  of  division,  if  a  deferred 
dividend  policy — having  deferred  dividend  policies  mature  each 
year,  that  is  the  distribution  period  completed  each  year,  you 
make  a  division  without  setting  aside  any  part  of  the  surplus  for 
contingencies  of  the  entire  surplus  that  the  deferred  dividend  pol- 
icyholders are  entitled  to?  A.  In  apportioning  the  dividend  to 
the  deferred  dividend  policies  that  reached  the  maturity  of  their 
period  in  that  year,  nothing  whatever  is  retained. 
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Q.  Biit  in  apportioning  anrnial  dividends  you  do  not  give  tbe 
annual  dividend  policyholders  every  dollar  that  he  is  entitled  to 
on  the  results  of  the  business,  but  you  reserve  something  for 
contingencies  ?  A.  I  think  on  the  annual  dividends  there  is  al- 
ways something  reserved  that  is  not  distributed. 

Q.  The  point  therefore  is  based  upon  the  practice  of  your  com- 
pany in  making  that  discrimination  ?  A.  I  think  that  is  so,  with 
all  companies — I  think  all  annual  dividend  companies  do  not  pay 
out  the  full  surplus  to  the  annual  dividend  policyholders. 

Q.   Is  there  any  reason  why  deferred  dividend  policyholders 
should  have  a  division  of  the  surplus  which  gives  them  the  last 
dollar  to  which  he  is  entitled  without  any  reservation  for  con-' 
tingencies,  and  the  annual  dividend  policyholder  should  not  have 
his  dividend  fixed  in  the  same  way  ?     A.  I  think  there  is. 

Q.  What  is  it  ?  A.  It  is  simply  this,  that  with  a  company  doing 
a  deferred  dividend  business,  where  some  of  it  is  on  a  ten-year 
plan,  some  a  fifteen-year  plan,  and  some  a  twenty-year  plan,  there 
are  always  a  great  many  more  policies  that  are  not  entitled  to 
dividends  in  a  given  year  than  there  are  policies  that  are;  so  the 
policy  that  has  completed  its  term  receives  its  entire  full  equity 
in  the  surplus  accumulated,  there  is  no  element  of  danger  to  those 
policies  remaining,  there  is  enough  surplus  there  belonging  at 
the  right  time  at  the  end  of  the  periods  to  those  who  have  not 
matured  them  to  give  the  company  perfect  safety. 

On  the  other  hand,  if  the  only  business  conducted  was  on  the 
annual  dividend  plan  so  that  all  policies  were  entitled  to  annual 
participation  if  it  declared  and  paid  out  surplus  to  all  of  those 
policyholders,  there  would  bo  nothing  left  for  the  element  of 
safety. 

Q.  If  we  have  a  reserve  f  i;d  of  sufficient  amount  to  insure 
entire  safety,  then  there  is  not  any  reason  why  the  residue  should 
not  be  apportioned  so  that  each  policyholder,  whether  he  is  a 
deferred  dividend  policyholder,  or  annual  dividend  policyholder, 
should  get  his  fair  share  thereof.  A.  That  is  true,  but  I  think 
the  annual  dividend  policyholder  would  always  at  the  time  of 
death  have  still  a  little  fund  left  there. 

Q.  ISTow,  your  next  proposition,  that  this  attracts  the  best  lives  ? 
A.  Yes,  sir. 

Q.  People  don't  go  into  this  kind  of  insurance  who  think  they 
will  have  to  die  in  order  that  their  estate  shall  get  the  benefit  of 
it,  they  expect  to  live.   You  are  referring  now  to  Endowment  poli- 
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cies  more  particularly?  A.  ISTo,  sir,  I  am  referring  to  any  de- 
ferred dividend  policies.     They  expect  to  live  out  the  period. 

Q.  Because  they  would  not  take  that  kind  of  policy,  if  by  their 
death  in  the  meantime  they  would  lose  their  share  in  the  surplus, 
tiiat  is  the  argument,  isn't  it?     A.  Yes. 

Q.  So  that  appeals  to  that  instinct  in  the  human  nature,  that 
they  want  to  get  an  advantage  out  of  the  death  of  others  and  their 
surviving.  A.  ISTot  necessarily.  They  want  to  get  a  gain  by 
reason  of  their  living  out  the  period,  and  they  believe  they  will 
and  they  are  willing  to  take  the  policy  that  makes  it  more 
profitable  if  they  do. 

Q.  And  that  gain  which  they  will  get  in  that  way,  is  due  to 
the  fact  that  those  who  die  during  the  period  do  not  get  any  share 
of  the  surplus  ?     A.  That  is  right,  yes,  sir. 

Q.  The  next  reason  you  gave,  the  fifth,  was  with  regard  to 
endowments.  Have  you  a  statement  of  it  there?  A.  I  said  it 
makes  policies  issued  at  ordinary  and  twenty  payment  j)ractically 
endowment  policies. 

Q.  You  can  give,  aside  from  the  distribution  of  the  share  of 
surplus  to  which  the  deferred  dividend  policyholder  is  entitled 
—  liberal  advantages  to  annual  dividend  policyholders,  if  you 
want  to  ?  A.  With  the  exception  of  the  amount  the  actuaries  feel 
it  necessary  to  keep. 

Q.  iSTow,  you  say  they  are  not  so  likely  to  lapse;  that  is  be- 
cause they  have  got  to  hang  on  to  get  their  distribution  ?  A.  Yes, 
sir. 

Q.  In  the  meantime,  if  a  fellow  is  in  a  position  where  he  can- 
not go  on,  or  dies  during  the  period,  then  he  loses  his  share  of 
the  surplus  ?  A.  It  is  my  judgment,  however,  that  a  very  large 
percentage  of  the  people  who  lapse  do  not  do  so  because  they  are 
unable  to  pay  their  premiums. 

Q.  It  is  for  various  reasons,  I  suppose,  but  whatever  may  be 
the  cause  the  fact  is  that  when  he  does  lapse  he  loses  his  interest 
in  the  surplus     A.  Yes. 

Q.  And  the  fellows  that  stay  in  are  to  the  good  because  of 
that?     A.  Yes,  sir. 

Q.  ISTow,  you  say  you  are  enabled  by  this  system  to  give  more 
liberal  contracts  because  of  the  safety  which  you  hayg  assured? 
A.  In  speaking  of  contracts  we  mean  policies. 

Q.  By  reason  of  the  fact  that  you  have  the  safety  and  secu- 
rity of  the  company  and  its  contracts  established  through  a  fund 
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that  you  have  reserved;  that  of  course,  can  be  attained  by  the 
reservation  of  a  contingent  fund  adequate  for  that  purpose?  A. 
Yes,  sir. 

Q.  And  the  last  reason  that  you  gave  was  that  the  dividends 
can  be  declared  with  gi-eater  equity,  and  that  we  have  already 
considered  in  number  three  with  reference  to  the  fairness  of  the 
division  of  the  surplus,  have  we  not?  A.  That  was  practically 
covered  in  the  other,  yes,  sir. 

Q.  Now,  what  proportion  of  the  Equitable  deferred  dividend 
policyholders  close  out  their  contracts  at  the  end  of  the  distribu- 
tion period?  Take  the  fifteen  and  twenty  year?  A.  I  have  that 
here,  I  will  give  it  to  you  in  one  second.    About  seventy  per  cent. 

Q.  And  thirty  per  cent,  continue?  A.  The  percentage  of 
those  that  take  their  surplus  and  continue  their  policies,  is  about 
twenty-four  per  cent.,  and  the  percentage  of  those  who  take  paid- 
up  insurance  is  about  six  per  cent. 

Q.  You  were  speaking,  when  you  were  interrupted,  of  some 

objections  to  the  deferred  dividend  system  that  you  A.  I 

think,  generally  speaking,  there  are  two  objections. 

Q.  What  are  they?  A.  First,  that  the  large  surplus  is  a 
temptation  to  extravagance  and  dishonesty.  I  think  one  n^ight 
just  as  well  argue  that  it  would  not  be  wise  nor  safe  for  a  bank 
or  a  trust  company  to  accumulate  a  large  surplus  for  fear  of  the 
fact  that  it  would  make  the  officers  of  their  company  dishonest. 
T  cannot  believe  that  anything  that  has  occurred  in  insurance 
can  be  traced  to  a  large  surplus  of  a  company,  because  I  think 
if  a  man  is  going  to  be  dishonest  he  can  be  dishonest  with  the 
reserve  or  any  other  dollars,  just  as  he  can  with  the  surplus  dollar. 

I  am  rather  inclined  to  believe  that  the  things  that  have  taken 
place  are  rather  the  result  of  perhaps  a  disease  that  a  great  many 
people  have  been  afiiicted  with  during  the  past  few  years,  which 
may  be.  termed,  I  think,  "  money-madness  " —  a  desire  to  get  rich 
perhaps  too  quick,  at  any  cost,  to  take  chances,  and  in  going  on 
and  on  with  this  desire  they  have  forgotten,  some  of  them  per- 
haps, the  sacredness  of  this  trust,  which  has  always  seemed  to  be 
a  little  more  sacred  than  any  other  I  ever  knew  anything  about  — 
even  that  of  an  executor  of  an  estate,  or  the  guardian  of  a  ward, 
because  of  the  great  interests;  and  these  things  can  occur  any- 
where and  they  do  occur  anywhere;  in  fact,  while  I  have  no  apolo- 
gies whatever  to  make  for  anybody  that  has  done  wrong  in  this 
business,  I  believe  those  who  have  should  be  punished  —  I  believe 
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that  there  should  be  nobody  except  honest  men  in  charge  of  life 
insurance  companies  who  understand  the  sacredness  of  their  trust. 

Still,  at  the  same  time,  the  aggregate,  when  I  consider  the 
marvelous  growth  of  life  insurance  —  when  I  consider  that  since 
1859,  that  life  insurance  has  increased  in  this  country,  the  assets 
have  increased  nearly  twelve  thousand  per  cent.,  while  the  assets 
of  railroad  companies  have  increased  perhaps  only  about  eleven 
hundred  per  cent.,  while  the  material  wealth  of  the  country  has 
increased  from  1860  to  1900  only  about  four  hundred  and  eighty- 
five  per  cent.,  I  do  not  know  that  it  should  be  wondered  at  that 
there  should  be  some  dirt  that  has  crept  into  this  business  in  some 
places,  and  I  am  very  glad  to  see  that  there  were  men  in  the  busi- 
ness that  when  they  found  it,  said  that  the  dirt  shall  be  swept  out, 
and  I  believe  it  is  a  house-cleaning  that  will  be  good,  not  only  for 
this  business,  but  for  all  kinds  of  business,  and  corporate  honesty 
will  assume  a  higher  standard  in  the  next  twenty-five  years  than 
for  the  past  few  years.  So  I  do  not  think  it  can  be  claimed  by 
jinybody  that  a  large  surplus  accumulated  under  the  deferred 
dividend  system  is  responsible  for  all  that  has  occurred. 

The  second  principal  objection  is  that  it  is  a  gambling  propo- 
sition and  that  the  assured  is  hazarding  his  dividends.  Now,  Mr. 
Hughes,  we  might  exactly  as  well  argue  that  to  take  anything 
other  than  term  insurance  was  gambling,  because  they  could  gee 
the  protection  by  a  term  insurance  instead  of  ordinary  life  rates, 
or  limited  payment  rates  or  endowment  rates.  By  term  premium 
you  know  we  mean  to  buy  it  the  same  as  fire  insixrance.  If  you 
die  you  get  it  and  if  you  Hve,  you  get  nothing.  You  can  argue 
with  exactly  the  same  reason  that  limited  payment  insurance  or 
endowment  insurance  is  gambling  because  a  man>  risks  that  cer- 
tain part  he  pays  in  for  the  investment  purposes  over  and  above 
the  actual  cost  of  life  insurance  under  the  limited  payment  ot 
endowment  plan.  Now,  on  the  other  hand,  as  I  said,  I  think,  yes- 
terday, life  insurance  is  a  combination  of  individuals  for  the  good 
of  all,  it  is  a  perfectly  fair,  legitimate  proposition  if  the  men 
agree  to  it  and  understand  what  they  are  doing,  that  the  man 
who  goes  in  and  gets  the  full  amount  of  his  policy  if  he  dies 
within  one  year  or  two  years  or  fifteen  years  should  not  get  any 
dividends,  and  that  the  man  who  stays  in  twenty  years  and  helps 
longer  to  insure  his  fellow  man  and  pay  so  much  money  to  help 
do  it  should  get  the  benefit  by  reason  of  it.  Si  I  do  not  think 
the  second  objection  that  is  raised  to  deferred  dividend  insurance 
86 
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has  Teally  got  any  serious  standing.  But  I  have  also  explained 
to  you  that  I,  myself,  both  as  an  officer  of  the  Equitable  and  as  an 
insurance  man,  feel  that  it  is  the  duty  of  companies  to  give  to  th(> 
public  whatever  they  want,  whether  it  be  term  insurance,  non- 
participating  or  annual  dividend  or  deferred  dividend  or  endow- 
ment, and  that  it  is  the  mission  of  the  true,  honest  agent  to  go 
at  the  matter  of  selling  a  man  a  policy  in  exactly  the  same  way 
that  you  go  at  giving  a  man  legal  advice  or  a  doctor  does  to  pre- 
scribe for  him  —  to  diagnose  the  case,  and  find  out  the  man'.-! 
business,  his  family,  his  children,  whether  they  are  boys  or  girl'^, 
about  how  old  they  are,  what  his  income  is,  about  how  much  he 
has  got  to  lay  by,  and  then  to  do  just  as  a  professional  man  would, 
pick  out  the  policy  which  the  agent  honestly  thinks  will  best  fit 
the  man's  case  and  sell  him  that  policy.  That  is  true  life  insur- 
ance, and  I  want  to  say  I  believe  it  is  one  of  the  best-benefits  and 
blessings  to  this  whole  country,  and  to  our  government  —  the 
Chairman,  Mr.  Armstrong,  spoke  to  me  about  taxes.  I  believe 
life  insurance  has  contributed  a  great  deal  to  our  government,  to 
our  States,  in  the  diminution  of  poverty,  in  the  distribution  of 
wealth,  in  the  greater  safety  that  it  has  given  to  our  people  to 
do  business,  and  I  believe  that  the  great  life  insurance  companies 
in  New  York  if  properly  and  honestly  managed  are  the  very  bul- 
wark of  our  national  safety.  I  believe  they  have  aided  very 
materially  to  make  New  York  what  it  is  fast  becoming,  the  money 
center  of  the  world,  and  I  believe  that  in  times  of  peril,  in  times 
like  1893,  when  we  have  great  panics,  resulting  as  they  always  do 
from  a  loss  of  confidence,  when  everybody  who  has  money  in  the 
bank  wants  to  draw  it  out  and  nobody  is  putting  any  in,  I  be- 
lieve the  great  life  insurance  companies  at  such  a  time  as  that 
affords  the  gi-eatest  possible  element  of  safety  for  the  country, 
because  the  money  is  coming  in  from  little  arteries  and  channels 
from  all  over  the  world,  and  into  these  three  companies  at  the 
rate  of  three,  four,  five,  six,  seven  or  eight  millions  a  week, 
and  they  can  dump  that  money  right  into  the  banks,  and  help 
the  bankers  restore  confidence  and  generally  improve  the  con- 
dition of  confidence  and  generally  maintain  the  value 
and  security  of  their  own  assets.  I  can  enumerate  a  great 
many  ways  in  which  this  business  has  done  incalculable  good 
to  this  country  and  while  I  am  very  glad  to  see  this  committee 
going  on  from  day  to  day  in  its  work  of  cleaning 
up  these  institutions  and  getting  out  of  them  anything  that  is 
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wrong  or  bad,  and  T  hope  that  they  will  not  stop  until  they  have 
done  it.  I  believe  it  should  not  be  forgotten  by  anybody  that  there 
is  perhaps  nothing  in  this  country  that  has  brought  more  blessings 
to  a  greater  number  of  homes  in  America  than  life  insurance. 
And  if  the  States  have  got  the  right  to  tax  the  people  for  schools 
to  educate  the  people  they  ought  to  give  some  consideration  to 
the  work  of  life  insurance  people  who  are  teaching  people  to  buy 
life  insurance  that  their  children  may  be  educated  when  they  are 
dead  and  gone ;  but  with  a  very  few  additions  to  our  laws,  with  a 
A'cry  few  suggestions,  I  believe  that  just  what  I  have  suggested 
can  be  entirely  accomplished. 

I  have  one  or  two  very  slight  suggestions  I  would  like  to  make 
along  that  line  that  I  think  would  fit  the  situation,  and  I  think  do 
away  with  some  of  the  troubles  you  have  found  recently  in  con- 
nection with  it.  I  would  like  to  speak  of  them :  first,  as  Complete 
Publicity. 

MR.  HUGHES:  We  are  trying  to  achieve  something  in  that 
direction. 

THE  WITTSTESS :  You  are  doing  marvelously  well,  and  T  con- 
gratulate you. 

Gain  and  loss  exhibit  required,  or  statement  showing  the  per- 
centage of  loading  expended. 

The  names  of  all  principal  executive  officers  with  their  salaries, 
or  other  compensation,  if  any. 

All  accounts  to  be  properly  kept  and  spread  upon  the  records 
of  the  company. 

All  expenditures  charged  to  appropriate  account.  Only  ad- 
vertising charged  to  advertising  account;  legal  expenses  charged 
to  the  accoimt  for  legal  expenses,  with  full  information,  including 
names  of  all  parties  receiving  payments. 

Profit  and  Loss  account,  to  contain  detailed  information  as  to 
all  profits  and  losses.  If  any  sums  are  afterwards  derived  in  con- 
nection with  items  charged  to  this  account,  they  shall  be  credited 
to  the  same  account. 

Complete  transcripts  of  the  Advertising  Account,  Legal  Ex- 
pense Account,  and  Profit  and  Loss  Account,  to  be  a  part  of  the 
report  to  the  Superintendent  of  Insurance.  Violation  of  any  of 
the  foregoing  to  be  a  misdemeanor. 

Any  fictitious  sales  or  loans  to  be  a  misdemeanor. 
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iS'o  oiRcer  of  a  life  insurance  company  to  accept  an  office  in 
any  other  corporation  carrying  with  it  any  compensation. 

JSTo  life  insurance  company  permitted  to  own  a  controlling  in- 
terest in  any  bank,  trust  company,  or  any  other  corporation;  tne 
holdings  in  such  bank,  trust  company,  or  any  other  corporation 
to  be  limited  to  not  exceeding  20  per  cent,  of  the  capital  stock. 
Any  life  insurance  company  now  holding  more  than  20  per  cent, 
of  the  capital  stock  of  any  bank,  trust  company  or  other  corpora- 
tion, should  be  required  to  dispose  of  the  same  within  a  period 
of  three  years. 

ISTo  life  insurance  company  should  be  permitted  to  pay  a  com- 
mission out  of  first  year's  premium  for  securing  the  business,  ex- 
ceeding 50  per  cent,  thereof. 

All  companies  should  be  required  to  give  a  receipt  for  the 
first  year's  premium,  to  be  countersigned  by  the  agent  and  de- 
livered to  the  assured;  and  all  companies  should  be  required  to 
take  from  the  assured  or  beneficiary  upon  delivery  of  the 
policy  a  written  statement  addressed  to  the  company  to  the  ef- 
fect that  he  had  paid  the  first  premium  in  full  to  the  soliciting 
agent,  naming  the  agent,  the  statement  to  be  countersigned  by 
the  agent  and  returned  to  his  company;  and  the  giving  or 
taking  of  any  rebate,  directly  or  indirectly,  by  the  agent  or  the 
assured,  to  be  a  misdemeanor. 

Any  policy  upon  which  any  rebate  of  a  premium  has  been  given 
or  accepted,  directly  or  indirectly,  to  be  ntiU  and  void,  all  premi- 
ums paid  thereon  to  be  forfeited.  This  not  to  apply  to  an  inno- 
cent third  party  who  has  received  an  assignment  of  the  policy  for  a 
valuable  consideration,  or  to  a  beneficiary  after  the  policy  has 
become  a  claim  by  reason  of  the  death  of  the  assured.  This  law 
to  be  plainly  and  conspicuously  printed  where  it  will  show  on  the 
outside  of  the  policy  when  it  is  folded  for  delivery. 

Any  agent  guilty  of  making  any  misrepresentations  or  false 
statement  to  a  policyholder,  causing  him  to  surrender  a  policy 
held  by  him  in  any  company  and  to  take  a  policy  in  another  com- 
pany through  said  agent,  shall  be  giiilty  of  a  misdemeanor. 

A  law,  making  it  the  duty  of  the  Superintendent  of  Insurance 
*  :  thoroughly  audit  the  books  of  all  life  insurance  companies  in 
this  State  at  least  once  each  year. 

A  law  making  it  a  misdemeanor  for  any  officer  of  a  life  insur- 
ance company  to  give  from  the  funds  of  the  company  any  sum 
for  political  purposes,  or  for  any  person  or  persons  to  receive 
directly  or  indirectly  any  such  sum. 
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Companies  should  be  required  to  show  in  their  report  under  the 
Number  and  Amount  of  policies  in  force,  a  classification  giving 
the  Whole  Life  policies  in  force  on  which  premiums  are  being- 
paid,  Endowment  policies  in  force  on  which  premiums  are  being 
paid,  the  amount  of  full  paid-up  Life  policies  in  force,  the  amount 
of  full  paid-up  Endowment  policies  in  force,  the  amount  of  Term 
policies  in  force  on  which  premiums  are  being  paid,  the  amount 
of  Term  policies  in  force  under  extended  insurance  provisions, 
providing  for  no  further  premiums. 

In  other  words,  I  think  life  insurance  companies  should  be 
conducted  as  life  insurance  companies  and  they  should  let  the 
management  of  other  kinds  of  business  go  to  other  people,  and 
they  should  not  be  responsible  for  the  management  of  any  other 
institution;  that  they  should  be  in  a  position  where  they  could 
place  their  money  where  they  could  get  the  best  interest  for  it, 
whether  it  be  on  deposit  in  a  trust  company  or  deposit  in  a  bank, 
or  anything  else.  There  has  been,  to  my  mind,  altogether  too 
much  attention  given  these  latter  years  to  the  financial  ends  of 
life  insurance,  and  too  little  attention  given  to  the  insurance  end 
of  life  insurance,  and  that  is  where,  in  my  mind,  a  great  deal  of 
trouble  has  come  from,  and  I  believe  the  insurance  part  of  most 
of  the  life  insurance  companies  has  been  on  the  whole  very  well 
managed;  I  believe  a  great  part  of  the  extravagance  is  outside 
of  that  part  of  the  business.  It  has  been  necessary  to  increase 
somewhat  the  compensation  in  the  agency  or  insurance  end  of 
this  business  in  order  to  get  men  a  living.  I  do  not  believe  of  the 
thousands  of  men  we  have  got  engaged  in  this  busings  that  the 
average  gets  on  an  average  a  compensation  of  two  thousand  dollars 
per  annum,  and  they  have  to  be  very  intelligent  men,  otherwise 
they  cannot  do  this  business. 

Q.  In  connection  with  this  matter  of  publicity,  do  you  know  of 
any  objection  to  having  lists  of  policyholders  published?  A.  Yes, 
sir.  If  all  of  the  laws  that  I  have  suggested  were  enacted,  r^-- 
pecially  the  laws  against  twisting,  I  don't  know  that  there  could 
be  any  serious  objection  to  it,  but  as  things  exist  at  the  present 
time,  it  would  be  ruinous  for  many  companies  who  do  not  permit 
agents  to  twist  policies  of  other  companies  to  make  public  a  list 
cf  policyholders. 

Q.  If  that  rule  was  in  force  as  to  all  policies,  that  is  the  rule  as 
to  publicity  of  such  lists,  would  it  work  unfairly?  A.  Yes,  I  think 
BO,  for  the  reason  that  there  is  a  very  great  difference  in  the  man- 
agement of  companies. 
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I  tried  very  hard  a  little  over  a  year  ago,  when  we  made  our 
absoJiito  rule  against  twisting,  and  said  we  would  dismiss  any 
Equitable  agent  that  was  guilty  of  twisting  the  policies  of  any 
other  companies,  I  invited  the  presidents  of  all  the  companies 
in  this  country  to  join  me  in  that  movement,  and  I  was  very  mucli 
surprised  to  find  that  practically  none  of  them  were  willing  to 
do  it. 

Q.  Have  you  ever  opposed  any  legislation  embodying  any  of 
these  reforms  you  have  mentioned?  A.  No,  sir,  I  have  never 
directly  had  anything  to  do  with  legislation. 

Q.  Do  you  know  whether  your  company  has  ever  opposed  any 
of  these  matters,  reforms  in  any  of  these  matters?  A.  I  don't 
know  that  they  have;  they  have  not  to  my  knowledge.  I  want 
to  assTime  responsibility  for  these  suggestions  myself.  I  have 
consulted  no  other  people  to  know  whether  they  were  agreeable 
to  them  or  not.  I  have  given  some  thought  to  this  matter  during 
the  past  few  weeks,  with  a  view  to  making  a  few  simple  sugges- 
tions which  I  thought  would  clarify  the  conditions  and  be  helpful 
to  the  general  situation,  and  such  suggestions  that  I  might  make 
would  not  be  harmful  to  life  insurance,  and  that  no  reasonable 
life  insurance  man,  I  think,  could  object  to  it. 

Q.  What  was  the  Johnson  Bill  introduced  in  Illinois  some 
time  ago?     A.  I  don't  know. 

Q.  Didn't  you  oppose  it?  A.  I  don't  know  that  I  ever  heard 
of  it.     I  have  not  opposed  it.     What  was  the  bill? 

MR.  HUGHES:  I  understand  the  bill  drawn  by  Mr.  Johnson 
was  introduced  in  IHinois  covering  many  of  the  things  vou  have 
mentioned. 

A.  I  had  nothing  to  do  with  legislation  when  I  was  in  Illinois, 
and  am  very  positive  I  took  no  steps  Avhatever  in -connection 
with  that,  so  far  as  I  know,  or  remember.  In  fact,  I  did  not 
remember  Mr.  Dawson — what  the  bill  was.  I  remember  a 
great  many  good  things  you  have  done,  and  I  presume  if  it  was 
a  bill  introduced  by  you  it  was  a  good  one. 

Q.  You  have  spoken  of  the  large  amounts  of  money  which  have 
come  to  the  insurance  companies  and  the  vast  increases  in  their 
resources.  You  tmderstand,  of  course,  that  the  moneys  have  come 
from  their  policyholders?     A.  Yes,  sir. 

Q.  And  you  understand  the  extreme  desirability  of  reducing, 
so  far  as  possible,  the  cost  of  insurance  ?     A.  Yes. 
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Q.  You  understand  the  undesirabiKty  of  having  the  So,ciety 
accumulate  and  hold  more  money  than  is  Justly  necessary  for  its 
premiums  and  to  enable  it  to  discharge  its  contracts?  A.  In  a 
sense,  although,  as  I  say,  personally,  for  my  own,  for  the  insurance 
that  I  buy,  I  prefer  the  deferred  dividend  system,  and  have  pre- 
ferred the  deferred  dividend  system. 

Q.  Yes,  but  you  understand  that  as  a  matter  of  public  policy— 
A.  Yes. 

Q.  It  becomes  more  obvious  as  the  resources  of  companies  in- 
crease?    A.  Yes,  sir. 

Q.  That  they  should  not  be  alloM'ed  to  accumulate  more  than 
is  necessary  for  their  protection  and  the  just  performance  of  their 
contract?     A.  Yes. 

Q.  Under  your  contract  you  have  an  absolute  a;greement  that 
a  policyholder  is  not  entitled  to  anything  definite  until  you  de- 
clare what  he  shall  have  and  unless  he  can  prove  some  fraud,  what 
you  declare  shall  be  final.  Is  not  that  so?  A.  Other  than  the 
siuTender  value,  and  the  loan  value  under  the  policies,  Mr. 
Hughes,  yes. 

Q.  Yes,  but  so  far  as  his  share  in  the  surplus  he  is  bound  by 
what  your  Board  or  such  persons  as  have  the  delegated  power  to 
decide  is  his  fair  share.  That  is  true  ?  A.  Yes.  And  regard- 
ing that,  I  would  like  to  say  that  i^ersonally  I  would  be  very  much 
in  favor  of  the  repeal  of  Section  56,  if  some  proper  substitute  could 
be  made  to  take  the  place  of  it. 

Q.  Yes.  A.  I  would  like  to  see  that  Section  rejaealed,  and 
a  law  providing  that  the  policyholder  upon  notice  to  the. At- 
torney-General and  to  the  company  could  apply  to  any  Supreme 
Court  Judge  for  permission  to  bi'ing  an  action  against  a  com- 
pany and  upon  the  granting  of  the  petition,  and  filing  of  the  order, 
he  would  be  permitted  to  do  it,  if  it  was  not  for  one  thiiig,  Mr. 
Hughes.  In  my  long  experience,  you  would  naturally  know  that 
I  have  seen  a  great  many  cases  where  people  had  imaginary 
grievances. 

Q.  Yes,  the  Courts  are  constantly  dealing  with  them.  A.  Where 
they  would  rush  into  Court  if  they  had  an  opportunity  to  sue, 
and  without  any  read  good  reason  for  it  at  all,  and  I  am  afraid 
that  public  opinion  would  be  such  that  even  our  judges,  as  -much 
as  I  respect  them,  would  feel  that  they  ought  to  exercise  every 
possible  doubt  in  favor  of  the  policyholder,  and  grant  the  request 
to  bring  the  action.  And  I  am  really  afraid  that  it  would  be  a 
very  serious  matter  in  the  way  of  expense  to  the  companies,  and 
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therefore,  detrimental  to  the  interests  of  the  great  body  of  policy- 
holders. 

Q.  If  the  companies  were  unjustly  accused,  perhaps  they  could 
handle  the  matter  of^  expense,  perhaps  quite  as  well  as  the  liti- 
gant policyholder.  A.  If  they  were  unjustly  accused  that  is  true, 
but  the  expense  comes  out  of  the  other  policyholders.  The  com- 
pany is  the  policyholders,  that  is  the  idea.  I  have  never  thought 
that  it  was  ^ise  that  the  power  should  be  vested  in  one  man,  the 
Attorney-General,  to  say  whether  an  action  can  bo  brought  in 
equity  against  a  company,  or  not. 

Of  course,  as  I  understand  it,  any  policyholder  can  bring  an 
action  in  law.     Am  I  right? 

Q.  You  mean  for  a  stated  amount  due  him?    A.  Yes. 

Q:  But  not-  for  an  accounting?  A.  No.  As  I  say,  the  only 
I'eason  I  do  not  include  that  in  my  recommendation — in  fact  I 
had  it  on  this  little  slip  that  I  tore  off,  the  suggestion 

Q.  You  are  afraid  of  an  avalanche  of  lawsuits?  A.  I  am 
afraid  there  would  be  a  great  amoimt  of  .expense  and  worry 
and  trouble  brought  against  the  life  insurance  companies,  and 
I  think  if  it  is  done  away  with  some  good  reasonable  proper 
substitute,  such  as  could  be  devised  by  these  gentlemen  and  their 
associates  should  take  its  place. 

Q.  But  apart  from  what  the  Statute  provides,  don't  you 
make  it  a  matter  of  contract  in  your  policy  that  a  policyholder 
must  under  the  deferred  dividend  apportionment  plan,  take  what 
you  shall  decide  he  shall  take?  A.  I  think  as  our  policies  read  at 
the  present  time  —  I  will  read  the  surplus  clause. 

BY  MR.  TULLY: 

Q.  What  do  you  say  as  to  limiting  the  amounts  to  be  written  by 
any  company?  A.  I  do  not  think  it  is  a  good  policy,  because  it  is 
placing  a  limit  on  thrift.  The  companies  are  up  to  a  point  at  the 
present  time,  where  it  would  be  very  difficult  for  them  for  a  numr 
ber  of  years  to  increase  their  outstanding  insurance.  I  think  I  told 
Mr.  Hughes,  he  asked  me  how  much  it  would  taike  for  the  Equi- 
table to  keep  our  insurance  up  to  one  billion,  five  hundred  million, 
and  I  think  I  said  one  hundred  and  twenty-five  million  to  a  hun- 
dred and  fifty  million.  I  think  it  would  take  even  more  than  that, 
certainly  for  a  time,  perhaps,  and  with  the  other  companies  which 
have  an  equal  amount,  it  would  take  an  equal  amount,  but  then  T 
believe  a  provision  of  that  kind  would  be  gotten  around  in  some 
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way.  Another  company  would  be  formed,  in  connection  with 
which  would  he  some  of  the  officers  of  the  company  who  had 
reached  the  limit,  and  they  would  use  their  agency  force  to  help 
the  other  company.  It  would  be  unfair  to  a  company  that  had 
built  up  an  agency  organization.  I  have  always  felt  that  it  cost 
about  one  thousand  dollars  to  make  and  train  a  good  life  insur- 
ance agent,  and  have  him  fitted  for  this  business,  so  a  company  that 
had  five  thousand  or  ten  thousand  agents,  has  a  great  asset  in  their 
agents,  and  you  can  see  it  would  be  with  great  difficulty  that  they 
could  draw  an  exact  line,  and  say  you  can  do  so  much  and  then  you 
have  to  stop.  What  would  they  do  with  their  agents?  It  is  a 
proposition  that  has  many  objections. 

BY  MR.  HUGHES : 

Q.  But  to  keep  your  agency  forces  employed  you  have  to  go 
on  writing  two  hundred  millions  a  year?  A.  'Eo,  sir,  I  think  we 
will  keep  ours  pretty  well  employed  this  year  if  we  pay  for  a  hun- 
dred and  fifty  million  or  a  hundred  and  seventy-five  million. 

Q.  Have  you  any  idea  of  stopping  anywhere  ?     A.  Yes. 

Q.  Where  ?  A.  I  have  an  idea  that  it  will  be  a  long  time  be- 
fore the  Equitable  will  reach  a  hundred  and  fifty  millions  of  dol- 
lars a  year  again  of  paid  for  business,  and  for  the  last  two  years 
we  have  paid  for  about  two  hundred  and  twenty-five  millions  of 
business. 

Q.  To  come  back  to  what  I  asked  you,  what  is  the  provision  in 
your  contract  as  to  the  division  of  the  surplus  ?  A.  "  If  the  in- 
sured be  living  and  this  policy  is  in  force  on  the  blank  day  of  blank, 
nineteen  hundred  and  blank,  the  society  will  pay  to  the  assured  or 
assigned,  a  cash  dividend  consisting  of  this  policy's  full  share  of 
the  surplus  profits  as  determined  by  the  actuaries  of  the  society, 
and  this  policy  may  then  be  continued  oi-  siirrendered  by  said  as- 
sured, or  assigned,  under  one  of  the  following  options : 

Until  said  date  no  dividends  will  be  apportioned  on  this  policy." 

Q.  As  determined  by  the  actuaries  of  the  society?     A.  Yes,  sir. 

Q.  Now,  until  that  is  determined  you  recognize  no  legal  claim 
on  the  part  of  a  policyholder?     A.  That  is  right. 

Q.  You  are  in  a  position  where  a  very  large  accumulation,  far 
in  excess  of  what  would  be  required,  mere  contingency  fund,  can 
be  drawn  upon,  if  for  any  reason  you  decide  to  do  it?  A.  Will 
you  state  that  question  again  ? 

Q.  I  say  you  axe  in  a  position  where  you  have  a-very  large  accu- 
mulation in  excess  of  a  normal  contingent  fund  upon  which  you 
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can  draw  for  any  ptir]X)se  you  may  desire,  without  Yiolating  any 
contract  in  the  payment  of  expenses  ?     A.  Yes.  — 

Q.  Is  it  not  the  reason  why  the  companies  favor  the  deferred 
dividends  that  they  have  a  large  accumulation  for  which  they  are 
under  no  legal  or  equitable  liability  to  account?  A.  So  far  as  I 
know,  Mr.  Hughes,  tiey  have  favored  it  because  they  believe  it 
gave  it  the  end  cheaper  and  more  satisfactory  insurance. 

'  Q.  Won't  you  answer  my  question  ?  A.  Is  it  not  because  they 
have  available  a  large  accumulation  for  which  they  are  not  required 
legally  or  equitably  to  account?  A.  I  think  not,  but  I  think  that 
was  the  reason  why  deferred  dividend  insurance  was  started. 

Q.  Yes.  That  practically  answers  it.  A.  In  other  words,  to 
accumulate  and  increase  their  surplus. 

Q.  Yes.  A.  I  would  like  to  say  in  addition  to  the  question 
just  put  to  me  about  limitations  a  few  moments  ago,  I  think  these 
little  suggestions  that  have  been  made,  a  limitation  of  expense  to 
confining  it  in  the  loading  where  it  properly  should  be  confined, 
a  limitation  of  first  year's  commissions  to  a  reasonable  amoiuit 
where  I  think  they  should  be  limited  so  iJiat  all  companies  would 
have  to  comply,  little  as  Avell  as  large—only  this  morning  my 
attention  was  called  to  a  small  company  that  put  out  a  contract 
carrying  75 — well  carrying  a  first  year's  commission  and  an  allow- 
ance up  to  90  per  cent,  plus  continuous  renewals  at  7%  per  cent. 
• — ^you  see  those  are  some  of  the  things  we  are  up  against.  Put  a 
limit  on  what  you  must  pay  and  life  insiirance  will  drop  dovrai  to 
a  noimal  condition,  and  it  will  be  quite  some  time  before  the  large 
companies  will  have  any  material  growth.  The  returns  will  be 
somewhat  greater.  The  expenses  I  believe  can  be  made  undei' 
those  circumstances  quite  materially  less,  especially  the  expense 
of  management. 

Q.  How  much  do  you  think  can  be  saved  on  expenses  by  a 
prudent  managem.ent  in  your  company?  A.  I  cannot  believe  that 
with  such  suggestions  as  I  have  made  it  ought  not  to  be  possible 
within  the  next  three  or  four  or  five  years  to  bring  the  expenses 
of  life  insurance  companies  in  this  country  down  to  15  per  cent, 
of  their  income.  I  think  jMr.  Dawson  would  say  that  that  would 
be  a  very  material  gain.     Would  it  not,  Mr.  Dawson? 

Mil.  DAWSON:  Yes,  sir. 

Q.  In  looking  at  this  sheet  of  Mr.  Woods,  it  would  appear  that 
(he  $50,599.55  which  he  gives  as  the  profits  for  IQOi  were  the 
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estimated  net  first  value  of  all  future  profits  on  the  new  policies 
issued  in  1904,  deducting  the  agency  expenses  of  1904,  and  also 
one  per  cent,  on  the  renewal  premiums  as  collected  in  the  future? 
A.  I  think  the  only  way  that  you  can  really  determine  profitably 
or  accurately  the  profits  of  a  general  agent's  business  for  a  year 
is  to  carry  through  to  maturity  the  profits  that  he  will  make  out 
of  the  business  that  he  does  that  year. 

Q.  You  think  that  is  the  fair  way  of  estimating  it?  A.  I  think 
that  is  the  fair  way,  j\Ir.  Hughes. 

Q.  And  that,  as  a  matter  of  fact,  is  what  they  did.  It  is  not 
the  balance  of  receipts  over  disbursements  in  that  year?  A.  It  is 
the  absolute  profit  that  he  made  last  year  and  that  he  will  make 
during  all  future  years  on  the  business  of  his  agency  for  last  year. 

Q.  Yes.    A.  I  think  that  is  the  equitable  way  of  determining  it. 

Q.  But  it  is  not  the  excess  of  his  income  last  year  over  his  dis- 
bursements of  last  year?     A.  No. 

Q.  Do  these  papers  show  what  his  net  receipts  for  last  year 
were?  A.  I  have  not  studied  that  out  to  tell,  but  I  could  tell  by 
examination. 

Q.  Well,  if  they  do  show  it,  that  they  will  show  it,  beeavise  it 
is  there?     A.  Yes. 

ME.  HUGHES:  That  is  all.  Mr.  Brown,  will  you  take  the 
stand? 

GERALD  E.  BEOWJST,  called  as  a  witness,  being  duly  sworn,* 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Brown,  you  are  connected  with  the  Equitable  Life  In- 
surance Society?     A.  Yes,  sir. 

Q.  And  are  you  the  head  of  the  real  estate  department?  A. 
The  bond  and  mortgage  department. 

Q.  The  bond  and  mortgage  department?     A.  Yes,  sir. 

Q.  And  what  are  your  duties  in  coiinection  with  that  depart- 
ment? A.  To  see  all  applicants  who  come  in  for  loans  and  over- 
see all  the  detail  of  the  department  in  connection  with  loans.  I 
also  have  the  collection  of  rents  of  the  Equitable  Building  in 
TSTew  York  and  at  the  present  time  the  care  of  the  foreclosure  of 
real  estate.  I  also  assist  the  comptroller  in  the  direction  of  affairs 
in  the  office,  in  tibe  general  office. 
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Q.  What  pieces  of  real  estate  in  the  State  of  New  York  are 
owned  by  the  Equitable  ?  A.  Here  is  a  statement  of  them  (hand- 
ing paper).     Those  are  the  office  buildings  everywhere. 

Q.  This  is  a  statement  of  the  office  buildings  of  the  Equitable 
throughout  the  world?    A.  Yes. 

ME.  HUGHES :   I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  428.) 

Q.  In  addition  you  have  produced  a  statement  of  the  real 
estate  owned  by  the  Equitable  Life  Assurance  Society  which 
you  have  called  the  foreclosure  real  estate  ?    A.  Yes. 

Q.  That  is  the  real  estate  acquired  on  foreclosure  ?    A.  Yea. 

MR.  HUGHES :   I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  429.) 

(Exhibit  429  will  be  found  in  the  book  of  Exhibits.) 

Q.  And  do  these  two  exhibits  428  and  429  cover  all  the  real 
estate  of  the  Equitable  ?    A.  Yes. 

Q.  The  first  item  of  office  buildings  is  the  New  York  build- 
ing, that  is  120  Broadway?     A.  Yes. 

Q.  You  say  the  book  value  is  $15,510,000,  the  actual  cost  is 
$18,781,640.22.  When  -was  the  three  million  two  hundred  thou- 
sand dollars  difference  between  the  book  value  and  the  actual 
cost  written  off  ?  A.  I  think  it  was  written  off  at  different  periods 
between  188Y  and  1904. 

Q.  The  gross  income  in  1904  is  given  at  $806,794.  Is  that 
inclusive  of  the  amount  allowed  for  tlie  space  occupied  by  the 
Society?    A.  It  is. 

Q.  Does  that  include  the  rental  from  the  Mercantile  Trust 
Company?    A.  Yes. 

Q.  All  the  institutions  in  that  building  that  are  in  any  way 
affiliated  with  the  Equitable  ?    A.  Yes. 

Q.  There  is  charged  to  the  Society  $335,031  for  the  space 
it  occupies;  does  that  include  the  Cafe  Savarin?    A.  'No. 

Q.  Or  the  Lawyers'  Club?    A.  No,  sir. 

Q.  What  is  the  rental  value  according  to  the  rents  charged 
in  the  Equitable  building  for  the  space  used  by  the  Cafe  Savarin? 
A.  And  the  Lawyers'  Club? 
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Q.  If  you  reckon  them  together.  A.  Yes.  Anywhere  from 
$140,000  to  $160,000  a  year. 

Q.  Then  the  profits  according  to  the  rates  of  last  year  and 
this  year  that  you  received  from  the  Cafe  Savarin  and  Lawyers' 
Club  is  about  equal  to  the  actual  value  of  the  space  according 
to  the  schedule  of  rents  in  the  building?    A.  Yes. 

Q.  What  is  paid  by  the  Mercantile  Trust  Company?  A. 
$40,000. 

Q.  H6w  does  that  compare,  the  rental  vahie  of  its  space  com- 
pared with  the  rental  schedule  of  the  building?  A.  It  is  a  very 
fair  rental,  it  is  about  $8  a  square  foot. 

Q.  What  does  this  item  of  net  income  stand  for?  A.  Gross 
rents  less  expenses. 

Q.  Does  that  include  the  amount  charged  to  the  Society  in 

the  gross  rents  or- ■     A.  The  Society's  rental  is  inchided  in 

the  gross  rentals,  yes,  sir. 

Q.  What  are  the  expenses,  the  difference  between  $415,000 
and  $806,000?    A.  Yes. 

Q.  Are  those  the  expenses  connected  with  maintenance  and 
repairs  i     A.  Yes. 

Q.   And  all  the  expenses  relating  to  the  building  ?    A.  Yes. 

Q.  Lea^'ing  out  of  consideration  the  part  of  the  building 
used  by  the  Society  itseK  there  is  about  $470,000  which  would 
be  received  gross  by  the  Society  and  its  annual  net  receipts  would 
be  about  80,000  ?    A.  About  that. 

Q.  The  percentage  on  the  book  value  of  the  income  from  the 
]S'ew  York  office  building  is  stated  here  to  be  2.16  per  cent.  What 
is  the  percentage  of  the  actual  cost  which  is  returned  to  the  So- ' 
ciety  :•  A.  A  little  over  2  per  cent.  I  would  like  to  state,  Mr. 
Hughes,  that  the  present  Equitable  building  is  not  adequate  for 
the  value  of  the  plot.  That  plot  is  worthy  of  a  building  at  least 
tliirty  stories  high  with  perhaps  a  million  square  feet  of  rentable 
space  which  would  produce  at  least  $3  per  square  foot  on  the 
average,  making  a  total  rent  roll  of  $3,000,000.  I  believe  that 
building  could  be  built  for  about  eighj  million  to  ten  millions 
of  dollars,  so  it  is  hardly  fair  to  make  this  sort  of  comparison 
with  the  present  Equitable  Building. 

BY  MR.  COX: 

Q.  W^hat  do  you  reckon  the  land  as  being  worth  of  that  fifteen 
million  dollars  ?    A.  I  think  the  land  is  worth  fifteen  million. 

f 
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Q.  So  you  really  reckon  the  building  in  as  nothing  in  that  valua- 
:ion?    A.  Yes. 

BY  MK.  HUGHES: 

Q.  The  office  building  in  Boston  is  put  down  at  a  book  value 
)f  $1,487,000  and  an  actual  cost  of  $2,342,979.73  with  a  net  in- 
come of  $23,459  or  1.58  per  cent,  upon  the  book  value.  It  is 
practically  1  per  cent,  on  the  actual  cost.  Is  there  any  observa- 
tion to  be  made  in  regard  to  the  adequacy  of  that  improvement? 
A.  I  think  so,  yes.  I  am  not  as  familiar  with  Boston  as  I  am  with 
STew  York. 

Q.  The  St.  Louis  building  is  put  down  at  a  book  value  of  $1,000,- 
■  000  and  an  actual  cost  of  $1,220,000  and  a  net  income  of  $18,000 
;ir.d  the  percentage  on  book  value  of  1.86  per  cent.  That  would 
be  about  one  and  one-half  per  cent,  on  the  actual  cost.  What  is 
the  explanation  of  the  very  low  return  upon  that  building?  A. 
The  building  is  not  adequate  for  the  plot.  It  ought  to  be  pulled 
down  and  a  commercial  building  put  up  there.  We  are  negotiat- 
ing for  the.  sale  of  it  now  at  better  figures  than  the  actual  cost. 

Q.  In  Denver  the  book  value  is  $1,700,000,  actual  cost,  $1,551,- 
000.  What  is  the  explanation  of  the  increase  of  the  book  value  ? 
A.  I  think  that  in  1899  there  was  an  equalization  of  values  made 
and  Denver  was  marked  up. 

Q.  What  do  you  mean  by  equalization  of  values  ?  A.  When  I 
took  hold  of  the  bond  and  mortgage  department  in  1892  I  made 
a  report  to  the  president  that  some  of  our  properties  were  carried 
at  too  high  a  figure  and  some  at  too  low  and  suggested  that  he 
equalize  the  value.  Some  of  them  were  carried  at  too  high  figures 
for  the  then  market  value,  and  at  the  same  time  I  suggested  that  a 
sinking  fund  be  established  to  make  up  for  that  difference.  He  did 
not  establish  it  right  away,  but  later  on,  about  the  year  1896  I 
think,  he  established  a  contingent  fund  which  was  carried  for  two 
or  three  years  and  finally  marked  off,  allotted  each  property,  office 
building  and  each  piece  of  foreclosure  real  estate  in  the  year  1899. 
That  was  after  Mr.  Hyde's  death,  and  it  was  done  by  Mr.  Alex- 
ander, the  president  at  that  time. 

Q.  AYell,  is  the  market  value  of  the  building  in  Denver  what 
you  have  here  as  the  book  value?  A.  You  cannot  tell  that  until 
you  come  to  sell  it.  You  can  apply  that  same  practice  to  the  St. 
Louis  building.  We  carry  it  at  $1,000,000  at  the  present  time, 
but  we  are  negotiating  now  to  sell  it  for  more  than  the  actual  cost. 
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Q.  On  what  basis  do  yoii  determine  the  book  value,  that  is, 
what  you  will  carry  it  at  on  the  books?  A.  I  do  not  determine 
that,  sir.     That  is  done  by  the  executive  officers. 

Q.  Does  it  have  any  relation  to  an  appraisement  of  market 
value?  A.  In  the  year  1899  it  did  have.  We  equalized  all  of 
our  properties  to  bring  them  as  near  to  the  market  value  as  we 
could. 

Q.  Since  1899  there  has  been  no  readjustment?  A.  'No  general 
readjustment.  There  may  have  been  little  amounts  charged  off 
to  profit  and  loss,  but  that  I  would  not  know  about.  That  would 
come  under  the  auditor's  department. 

Q.  So  you  really  don't  know  what  relation  these  book  values 
have  to  the  present  market  values?     A.  No. 

Q.  It  appears  in  the  case  of  the  Denver  building,  gives  a  per- 
centage of  4.32  per  cent,  upon  the  book  value,  which  is  in  exccbs 
of  the  actual  cost?  A.  Yes.  It  is  a  very  well  rented  building 
and  pays  very  well. 

Q.  In  the  Des  Moines  building  the  book  ^'alue  is  put  at 
$500,000,  the  actual  cost  at  $553,000  and  the  percentage  on  book 
value  realized  on  net  income  of  $10,195  is  2.04  per  cent.  Is  there 
any  observation  in  regard  to  that  building  to  be  made?  A.  No, 
sir. 

Q.  Where  do  you  get  these  figures  of  actual  cost?  A.  They 
are  furnished  by  the  auditor. 

Q.  You  don't  know  as  to  the  way  in  which  they  are  made  up? 
A.  I  do  not. 

Q.  Do  you  know  of  the  account,  for  example,  of  the  New 
York  building  and  what  the  cost  of  the  original,  the  older 
part  of  the  Equitable  building  was?  A.  No,  sii",  I  do  not.  I 
simply  remember  the  cost  of  the  land.  Take  the  land  as  we  own 
it  now  and  I  think  that  the  original  cost  was  about  $5,400,000. 

Q.  The  Memphis  building  has  a  book  value  of  $130,000  and 
actual  cost  $197,542  with  a  net  income  of  $7,924,  a  percentage 
on  book  value  of  6.09  per  cent.  A.  Well,  we  have  been  offered 
$200,000  cash  for  that  building  to-day  and  asked  if  we  would 
take  $215,000. 

Q.  Your  buildings  that  give  a  low  return,  your  large  invest- 
ments in  this  country,  are  apparently  New  York,  Boston  and  St. 
Louis?     A.  Yes. 

Q.  That  is  because  of  an  inadequate  improvement?     A.  Yea. 

Q.  According  to  your  understanding?     A.  Yes. 
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Q.  It  would  appear  that  you  have  two  buildings  in  Pari.-?, 
Building  ISTo.  1  and  JSTo.  2.  What  are  those  buildings,  how  are 
they  related  to  each  other?  A.  I  am  not  very  well  posted  on  the 
foreign  buildings.  They  are  under  the  care  of  the  auditor.  At 
one  time  I  had  charge  of  them.  I  have  never  been  over  there  to 
see  them  or  inspect  them. 

Q.  The  book  value  of  No.  1  is  $825,000  with  an  actual  cost  of 
$843,120.99,  and  the  book  value  of  ISTo.  2  is  $2,126,150.12  and 
the  actual  cost  is  put  at  the  same.  When  was  building  No.  2 
acquired?     A.  Within  the  last  year  I  think. 

Q.  You  mean  in  1904  or  1905?     A.  I  think  in  1904. 

Q.  Who  had  charge  of  its  disposition?  A.  I  presume  Mr. 
Hyde  and  Mr.  George  T.  Wilson,  the  Third  Vice-President. 

Q.  Was  there  prior  to  that  time  a  second  building  owned  in 
Paris  or  only  the  one  building?     A.  One. 

Q.  That  Building  No.  1  is  the  old  office  building  in  Paris? 
A.  Yes. 

Q.  And  Building  No.  2  is  a  new  building  which  has  been  re- 
cently erected?     A.  Yes. 

Q.  Has  it  been  completed  ?     A.  No. 

Q.  Is  it  under  erection  now?  A.  No,  they  remain  just  as  they 
were  when  we  bought  them. 

Q.  You  bought  an  improved  plot?     A.  Yes. 

Q.  Are  your  offices  in  the  new  building  now?  A.  No,  they 
are  not. 

Q.  Then  you  do  not  occupy  that  at  all  but  are  still  occupying 
the  old  building?    A.  I  think  so,  yes. 

Q.  You  have  a  note  here  that  $426,150  was  paid  on  December 
31,1904,  for  part  of  the  Paris  Building  No.  2,  and  you  say  you 
received  on  it  for  1904 — you  mean  no  income  on  that  particular 
investment?    A.   Yes. 

Q.  I  should  judge  from  that  that  title  did  not  pass  until  this 
year?    A.  Yes. 

Q.  That  would  not  appear  to  be  right,  because  there  is  a  g^oss 
income  for  1904  from  the  same  source.  A.  I  am  not  familiar 
with  that.  If  you  want  any  special  information  on  that  I  can  get 
it  for  you.    I  do  not  know  much  about  the  foreign  buildings. 

Q.  You  mean  the  chief  auditor  who  has  charge  of  this?  A. 
Yes. 

Q.  AYas  there  any  committee  who  had  charge  of  this  invest- 
mejit,  any  sub-committee?    A.  I  don't  know. 
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Q.  You  know  nothing  about  it  except  that  you  have  these  fig- 
ures?   A.  Yes. 

Q.  Have  you  any  books  in  your  department  relating  to  the 
matter  at  all?    A.  No,  sir. 

Q.  Is  the  same  true  M^ith  regard  to  the  Berlin  building?  A. 
Yes. 

Q.  The  Berlin  building  is  put  there  at  $2,000,000  as  against 
an  actual  cost  of  $1,912,197.60.  Do  you  know  whether 
any  effort  was  made  to  have  an  appraisement  of  its  value?  A. 
I  do  not. 

Q.  Does  the  auditor  of  your  company  have  charge  of  all  the 
foreign  buildings?    A.  He  does. 

Q.  Do  you  know  when  the  Berlin  building  was  purchased? 
A.  I  do  not  recall. 

Q.  Was  it  in  recent  years?     A.  Oh,  no. 

Q.  It  is  an  old  building?    A.  Yes,  it  is  an  old  building. 

Q.  Is  that  true  of 'the  Vienna  building?  A.  Yes,  Berlin, 
Vienna  and  Madrid  were  all  purchased  at  about  the  same  time. 

Q.  About  what  time  was  that?  A.  I  should  say  back  in 
the  80's. 

Q.  What  recent  buildings  have  been  acquired  in  foreign  cities? 
A.  The  only  one  I  know  of  is  Paris  No.  2. 

Q.  How  about  the  Australian  buildings?  A.  The  Aus- 
tralian buildings  were  acquired  somewhat  later  than  the  other 
ones. 

Q.  Within  fifteen  years  ?    A.  I  think  so. 

Q.  Since  1900,  any  of  them?    A.  Oh,  no. 

Q.  And  the  auditor  has  charge  of  the  Australian  buildings  as 
Y.'ell  as  the  others?    A.  Yes. 

Q.  Taking  up  this  statement.  Exhibit  429,  do  you  have 
1he  actual  cost  shown  anywhere  here,  is  that  what  is  meant 
by  original  book  value?  A.  That  is  as  far  as  I  can  get  it 
for  you. 

Q.  What  books  show  the  actual  cost?     A.  I  don't  know. 

Q.  In  whose  department  would  they  be?  A.  In  the  auditor's 
department. 

Q.  What  is  the  building  84  Broad  Street?  A.  84  Broad 
Street  is  a  building  that  is  used  for  occupation  by  our  chief 
engineer  and  janitor. 

Q.  82  and  84  Broad  Street?    A.  Yes. 

Q.  Well,  do  you  mean  that  they  are  dwelling  houses?  A. 
Part  of  one  of  the  buildings  is  rented  out  as  a  restaurant  and 
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brings  in  $1,000  a  year.  We  have  always  had  the  janitor  and 
engineer  live  either  in  our  building  or  in  sonae  building  very 
close  to  it.  You  see  the  Equitable  building  was  the  pioneer 
i  of  all  the  big  office  buildings,  and  it  was  customary  in  the  days 
,when  it  was  first  erected  to  have  the  jauitor  and  engineer  live 
there,  and  that  has  never  been  changed.  I  do  not  think  it  is 
necessary  since  the  subway  has  been  completed,  but  that 
building  in  Eroad  street  is  perhaps  larger  than  necessary  for 
the  purpose,  but  we  thought  it  was  a  good  business  to  buy  a  plot 
containing  about  5,000  square  feet  on  a  wide  street  which  would 
practically  have  to  be  used  by  the  building  on  the  comer,  so  there 
would  be  a  chance  for  an  accretion  of  value. 

Q.  Is  this  bu-ilding  82  and  84  Broad  street  used  for  any  other 
purpose  than  for  the  restaurant  and  dwelling  of  your  janitor  and 
chief  engineer?     A.  'So,  sir. 

Q.  For  what  purpose  is  the  building  at  Greenwich  street  be- 
tween Carlisle  and  Albany  used  ?  A.  We  u%e  that  for  our  supply 
department  and  for  many  of  our  files  and  for  some  of  the  depart- 
ments that  it  is  not  necessary  to  have  at  120  Broadway.  The 
rate  of  putting  that  building  on  a  4  percent,  base  for  its  cost  and 
the  expense  of  running  it — the  rental  per  square  foot  averages 
about  75  cents.  The  space  that  was  being  taken  up  by  the  supply 
department  and  our  files  and  other  clerical  departments  that  are 
now  down  there  in  the  Equitable  biiilding  averaged  from  $3.15  to 
$3.25  a  square  foot.  That  was  the  reason  why  the  Hazen  biiilding 
Avas  erected. 

Q.  Referring  again  to  the  properties  82  and  84  Broad  street, 
I  find  that  the  original  book  value  was  $191,210.93.  When  were 
they  acquired  ?     A.  About  two  years  ago. 

Q.  I  find  that  the  book  value  on  December  31,  1904,  was  piit  at 
$116,210.93.  What  was  the  occasion  of  that  reduction?  A.  We 
sold  No.  68  Cedar  street,  in  which  the  janitor  and  engineer  were 
living  at  the  time  to  the  Mutual  Life  for  $175,000  which^was  a 
profit  of  $75,000  over  and  above  the  cost  to  us,  and  the  executive 
officers  took  that  profit  and  charged  it  off  on  this  new  purchase. 

Q.  Was  the  property  at  82  and  84  Broad  street  worth  $191,000 
when  you  got  it  ?  A.  I  think  it  was.  That  is  about  $40  a  square 
foot.  I  do  not  know  anything  in  the  block  which  you  could  buy 
now  for  $50  a  square  foot. 

Q.  The  expenses  are  stated  to  be  $2,896.30.  What  is  included 
in  those  expenses  ?     A.  Taxes  and  insurance. 
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Q.  And  the  thousand  dollars  income  is  from  the  restaurant 
you  have  mentioned?     A.  Yes. 

Q.  Who  is  your  janitor?     A.  Thomas  Clary. 

Q.  How  long  has  he  been  your  janitor?  A.  Well,  long  before 
my  time,  and  I  have  been  there  thirty  years. 

Q.  Since  about  1884?  A.  Oh,  longer  than  that,  he  muist  have 
been  there  since  1860  or  1861,  in  the  employ  of  the  company. 

Q.  What  is  his  compensation?  A.  He  gets  about  $26,000  a 
year,  and  he  spends  about  $24,000,  between  $24,000  and  $25,000 
to  pay  his  men  and  get  his  supplies.  I  do  not  think  he  nets  per- 
liaps  more  than  one  himdred  dollars  a  month  out  of  the  transaction. 

Q.  Upon  what  basis  is  he  paid,  how  is  it  he  gets  $26,000  a  year  ? 
A.  We  figured  it  uj)  at  the  time  this  new  building  was  made  that 
it  would  cost  about  that  to  keep  it  clean  and  give  him  a  fair  living, 
but  I  don't  think  he  has  made  more  than  $75  or  $100  a  month  out 
of  it. 

Q.  ^Vhat  kind  of  a  contract  have  you  with  him,  one  calling  for 
a  payment  of  $26,000  a  year.  A.  I  think  it  is  calling  for  that 
much  a  month,  whatever  it  is  by  the  month,  so  we  can  terminate  it 
at  any  time  if  we  so  desire. 

Q.  And  then  he  agrees  to  keep  the  building  clean  and  take 
care  of  it  out  of  the  $26,000  ?     A.  Yes,  sir. 

Q.  Does  he  furnish  any  statement  showing  what  his  expenses 
are?     A.   ^^es,  he  fiirnishes  a  regular  payroll  from  time  to  time. 

Q.  Who  has  charge  of  that,  or  to  whom  does  he  account?  A. 
He  accounts^to  the  Comptroller. 

Q.  Has  his  accounting  anything  to  do  with  your  department? 
A.  Well,  it  all  comes  directly  under  me  now. 

Q.  It  comes  under  you  now  ?     A.  Yes. 

Q.  That  has  been  for  how  long  I     A.  For  the  last  foiir  months. 

Q.  Prior  to  that  did  it  come  imder  your  observation?  A.  It 
came  luider  Mr.  Jordan,  the  old  Comptroller. 

Q.  Xow,  you  have  direct  supervision  ?     A.  Yes. 

Q.   Have  you  the  recent  payrolls  of  Mr.  Clary?     A.  Not  now. 

Q.  Where  are  they  ?  A.  I  don't  think  I  have  had  one  made  up 
for  the  last  three  months,  because  this  thing  has  been  running 
along  for  years. 

Q.  You  sav7  one  about  three  months  ago?     A.  Yes,  sir. 

Q.  And  how  long  before  that  had  yoii  seen  one  ?  A.  About 
i^ix  months. 

Q.  Then  you  had  seen  one  about  every  six  months?     A.  Yes. 
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Q.  Can  you  get  the  last  one  ?     A.  Yes. 

Q.  Have  you  access  to  it  ?     A.  Yes. 

Q.  I  should  be  glad  to  have  it.  A.  Or  I  can  get  the  present 
one  if  you  would  rather  have  it. 

Q.  It  is  a  complete  payroll?     A.  Yes. 

Q.  What  efforts  do  you  make  to  see  that  the  persons  on  this 
payroll  are  actually  employed?  A.  When  this  last  payroll  was 
rendered  I  had  one  of  my  men  check  it  off  and  go  around  in  the 
night  time  when  they  were  working  there  and  check  off  each 
person  to  see  they  were  there. 

Q.  And  did  it  check  up?     A.  Yes. 

Q.  What  supplies  are  paid  for  by  Mr.  Clary  in  addition  to  his 
payments?     A.  We  do  not  pay  for  any  supplies. 

Q.  1^0  supplies,  simply  for  the  help?  A.  Yes,  he  furnishes 
his  own  supplies. 

Q.  You  do  not  pay  for  the  Supplies?     A.  No,  we  do  not. 

Q.  What  is  the  total  amount  of  his  payroll  ?  A.  I  don't  recol- 
lect. I  will  send  you  a  copy  of  it  with  the  supplies  and  every- 
thing. 

Q.  What  does  the  chief  engineer  get?     A.  I  don't  know. 

Q.   Who  audits  his  account  ?     A.  I  don't  know. 

Q.  Is  that  under  your  supervision  since  the  change  of  man- 
agement?    A.  Yes. 

Q.  Does  he  have  any  payments  to  make  out  of  his  compensa- 
tion?    A.  No. 

Q.  Both  of  these  men  get  their  rent  free  ?     A.  Yes^ir. 

Q.  What  is  the  building  252  West  138th  street  used  for? 
A.  An  office  building  for  our  department  that  has  direct  charge 
of  all  our  foreclosure  real  estate. 

Q.  Why  is  it  kept  uptown?  A.  Because  we  have  large  hold- 
ings up  there,  the  King  Model  Houses  are  in  the  same  block. 

Q.  Is  this  one  of  the  King  Model  Houses  ?  A.  No,  it  is  built 
right  along  side  of  them. 

Q.  What  was  the  relation  of  the  Equitable  to  the  construction 
of  the  King  Model  Houses  ?  A.  We  sold  the  land  to  Mr.  D.  H. 
King,  and  made  him  a  building  loan  to  put  up  the  houses. 

Q.  Did  you  foreclose?  A.  I  think  he  deeded  them  over  to 
us  to  save  the  expense  of  foreclosure. 

Q.  And  then  did  you  sell  them?  A.  We  tried  to,  but  they 
were  acquired  at  a  time  when  it  was  almost  impossible  to  sell 
private  houses. 
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Q.  Are  those  the  hoixses  203  to  271  West  138th  street?  A. 
Yes,  there  are  about  ninety  of  them  left.  Originally,  there  were 
138.  There  were  a  few  sold,  and  within  the  last  six  or  eight 
months  we  have  sold  31  more,  and  we  now  have  ninety  left. 

Q.  And  those  ninety  are  included  in  the  138th  street  and 
139th  street  and  Seventh  avenue  properties  mentioned  on  this 
list?     A.  Yes. 

Q.  And  what  is  the  loss  of  the  Equitable  on  that  transaction  ? 
A.  What? 

Q.  What  is  the  total  loss  of  the  Equitable  on  that  transac- 
tion up  to  date?  A.  The  King  houses  that  we  held  on 
December  31,  1904,  were  carried  at  a  book  value  of  about 
$2,600,000.  T  think  their  cost  was  about  $2,904,000.  I  don't 
remember  the  exact  figures.  The  difference  would  show  the 
loss  if  you  wanted  to  charge  it  now.  You  do  not  make  a  loss  on 
real  estate  until  you  sell  the  property. 

Q.  ISTo.  A.  And  it  is  my  opinion  that  these  ninety  houses 
we  hold  now  will  almost  make  up  that  loss  within  the  next 
two  or  three  years.  I  think  there  is  going  to  be  a  big  demand 
for  moderate  priced  houses,  because  there  have  not  been  any 
built  in  New  York  City  in  the  last  four  or  five  years  to  speak 
of.  Builders  have  directed  themselves  principally  to  the  erec- 
tion of  flats  and  apartments,  and  more  recently  to  the  erec- 
tion of  six  story  non-elevator  tenements.  There  have  been  no 
private  houses  built. 

Q.  Who  placed  that  building  loan  with  the  Equitable?  A. 
I  don't  know.  I  did  not  have  charge  of  the  bond  and  mort- 
gage department  at  that  time.  I  simply  found  these  things 
there  when  I  took  it  over. 

Q.  Mr.  Bailey  spoke  the  other  night  of  the  practice  of  placing 
property  in  his  name  to  evade  the  provision  of  law  as  to  hold- 
ing property  for  five  years.  Who  directed  that  practice?  A.  Did 
he  say  that  we  did  that  to  evade  the  law? 

Q.  jSTo,  I  don't  know  that  he  said  so,  but  I  assume  that  was  the 
intention?     Am  I  right?     A.  We  do  not  do  it  to  evade  the  law. 

Q.  What  did  he  do  it  for?  A.  We  have  only  done  it  in  a  few 
cases  in  l^ew  Jersey,  because  the  process  of  getting  permission 
from  the  chancellors  to  hold  property  over  the  five-year  period 
IS  lengthy  and  more  or  less  expensive,  and  we  thought  it  would 
be  much  better  to  transfer  the  property  to  Mr.  Bailey  and  ha^-e 
him  instantly  give  back  the  mortgage  for  a  full  amount  and  the 
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deed  which  could  be  recorded  some  time  in  the  year  in  which 
the  property  was  transferred,  and  then  there  could  not  be  any 
question,  as  we  wanted  to  sell  our  Jersey  property  quickly,  as  to 
the  title  or  to  our  rights  to  dispose  of  it,  but  it  was  not  done  to 
evade  the  law. 

Q.  Well,  perhaps  I  should  not  have  made  that  statement,  but 
what  I  meant  was  being  under  an  obligation  to  dispose  of  the 
property  and  requiring  a  consent  to  hold  it  you  in  effect  dis- 
posed of  it  1  4  deeding  it  to  Mr.  Bailey  ?     A.  Yes,  sir. 

Q.  And  M-lien  he  re-deeded  it  to  you  you  treated  that  as  an 
actual  acquisition?     A.  Yes. 

Q.  Of  course  it  is  unnecessary  to  characterize  it  as  an  evasion? 
A.  In  ISTew  York  the  process  is  simple.  We  simply  make  an 
affidavit  to  the  Superintendent  of  Insurance  and  he  usually  grants 
US  another  five  years'  term. 

Q.  In  that  case  do  you  present  any  facts  to  the  Superintendent 
of  Insurance  or  simply  a  formal  statement?  A.  Formal  state- 
ment. 

Q.  Have  you  ever  had  such  an  application  refused?     A.  N'o. 

Q.  Is  it  practice  in  New  York  for  the  Superintendent  of  In- 
surance to  grant  such  an  application  ex  parte  without  objection? 
A.  So  far  as  I  know. 

THE  CHAIEMAIST:  The  Committee  will  adjourn  until  10.30 
o'clock  to-morrow  morning. 

All  witnesses  subpoenaed  to  be  present  this  afternoon  are  re- 
quested to  be  present  at  that  hour. 


COimCIL  CHAMBER, 

City  Hall^  New  Yokk  City. 

ISTovember  23,  1905. 

Tlie  Committee  met  pursuant  to  adjournment,  Senator  Arai- 
strong  in  the  chair. 

GERALD  R  BROWN,  resumed. 

BY  MR.  HUGHES: 

Q.  I  have  asked  you  to  produce  a  statement  of  the  helpers  of 
the  janitor.     Is  this  a  correct  statement  of  that?     A.  It  is. 

MR.  HUGHES  :   I  offer  that  in  evidence. 

(Paper  marked  Exhibit  430.) 

(Exhibit  430  will  be  found  in  the  book  of  exhibits.) 

Q.  According  to  this  statement,  Mr.  Clarv  received  $2,190.33 
a  month,  or  $26,284  for  the  year,  and  his  payroll  amounts  to 
$24,99G  a  year,  leaving  net  to  him  $1,288.  What  investigation 
iiave  you  made  of  the  accuracy  of  this  statement?  A.  AVe  liave 
checked  up  every  item  in  it. 

Q.  It  appears  that  twenty-eight  men  are  employed  at  $1,280 
ti  month.  Have  you  made  an  examination  to  ascertain  whether 
thc^^e  men  actually  worked?     A.   I  have. 

Q.  With  what  results '.     A.  They  are  all  there. 

Q.  When  did  you  make  your  examination?  A.  The  last  ex- 
amination was  made  about  three  weeks  ago. 

Q.  Have  you  made  an  investigation  under  the  direction  of  the 
present  president  for  the  purpose  of  ascertaining  the  validity  of 
Mr.  Clary's  accounts?     A.  Yes,  sir. 

Q.  And  are  you  able  to  state  that  these  men  worked  regularly 
for  their  pay?     A.  Yes,  sir,  I  am. 

Q.  You  have  also  stated  that  there  are  forty-six  women  re- 
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ceiving  $693  a  month.     Are  those  women  actually  at  work,  per- 
forming regular  services  ?     A.  They  are. 

Q.  The  supplies  are  stated  to  be  $110  a  month.  "What  are 
those  supplies?  A.  Polish,  soap,  feather  clusters  and  all  sorts  of 
things  used  in  the  cleaning  of  the  building. 

Q.  Do  you  get  any  itemized  statements  of  those  supplies  ?  A.  I 
have  not  any  with  me. 

Q.  Have  you  had  any?     A.  ISTot  recently,  no,  sir. 

Q.  Have  you  had  any  at  all?  A.  Yes,  checked  it  up  some 
time  ago  and  found  that  it  averaged  $110  a  month. 

Q.  Have  you  made  any  examination  to  determine  whether  you 
could  clean  the  building  more  economically?     A.  I  have. 

Q.  With  what  result?  A.  I  would  not  like  to  undertake  to 
clean  it  for  that  price. 

Q.  For  how  long  a  time  has  Mr.  Clary  been  receiving  this 
amount?  A.  I  don't  know  exactly,  Mr.  Hughes.  I  think  about 
ten  or  twelve  years. 

Q.  Is  he  in  politics?     A.  Not  that  I  know  of. 

Q.  Have  you  a  statement  of  the  rentals  charged  to  tenants  of 
the  Equitable  building?     A.  ISTot  with  me,  no,  sir. 

Q.  I  should  like  to  have  such  a  statement  presented.  I  will 
suspend  your  examination  at  this  point,  Mr.  Brown,  and  would 
like  to  have  you  produce  a  statement  of  the  rentals  of  the  build- 
ing, and  then  we  shall  continue  with  regard  to  that  and  the  for- 
eign building. 

GEOEGE  D.  ELDKIDGE,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  an  officer  of  the  Mutual  Reserve  Life  Insurance 
Company?     A.  I  am. 

Q.  What  office  do  you  hold?  A.  I  am  the  Vice-President  and 
Actuary. 

Q.  How  long  have  jon  held  that  office?  A.  I  have  held  the 
office  of  actuary  since  sometime  in  1895  and  have  been  Vice- 
President  since  the  summer  of  1898.  Prior  to  that  I  was  Third 
Vice-President  from  the  fall  of  1894. 

Q.  When  did  you  first  become  connected  with  the  company? 
A.  May  21,  1894. 
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Q.  When  was  the  Miitual  Keserve  arganized?  A.  I  will  refer 
to  these  papers  for  dates. 

Q.  Certainly.     A.  February  9,  1881. 

Q.  Under  what  law?  A.  It  was  Chapter  267  of  the  Laws  of 
1875.     I  believe  it  is  known  as  the  Club  law  of  the  State. 

Q.  Was  it  what  was  known  as  an  assessment  company?  A.  It 
was. 

Q.  And  what  sort  of  business  did  it  do  at  the  beginning?  A. 
It  did  a  post  mortem  assessment  insurance  business. 

Q.  For  how  long  did  that  continue?  A.  It  continued  to  do  an 
assessment  business  until  April  17,  1902,  but  the  methods  were 
modified  considerably  prior  to  that. 

Q.  What  was  the  first  modification  of  its  business  from  that 
of  a  simple  assessment  society?  A.  There  was  this  modification 
right  from  the  start,  that  there  was  the  theory  of  collecting  25 
per  cent,  more  than  the  amount  necessary  to  pay  the  death  losses 
flnd  placing  it  in  a  reserve  fund  which  was  in  itself  something 
of  a  modification  from  the  ordinary  idea  of  assessment  insurance. 

Q.  Did  the  company  at  the  start  agree  to  pay  any  particular 
sum  in  the  event  of  death  or  only  a  pro  rata  share  of  a  fund  real- 
ized by  assessment?  A.  It  agTced  to  pay  not  to  exceed  a  certain 
sum  and  made  liable  therefor  the  moneys  in  the  death  fund,  the 
proceeds  of  the  next  assessment,  and  under  the  terms  of  the  con- 
tract the  reserve  fund. 

Q.  You  say  it  agreed  to  pay  not  to  exceed  a  certain  sum?  A. 
Not  to  exceed  a  certain  sum. 

Q.  Did  it  agree  to  pay  a  definite  amount?     A.  It  did  not. 

Q.  When  did  it  begin  issuing  policies  by  v/liich  it  agreed  te 
pay  a  definite  amount?  A.  There  are  modifications  which  would 
indicate  a  disposition  to  pay  a  definite  amount,  but  I  have  always 
counted  that  tl;p  beginning  was  the  policies  issvied  the  1st  of  Octo- 
ber, 1892,  under  the  amended  insurance  Act. 

Q.  What  do  you  mean  by  indications  of  a  disposition  to  pay 
a  definite  amount?  A.  There  was  a  statement  in  the  face  of  the 
policy  that  such  an  amount  was  to  be  paid  and  a  provision  on  the 
second  page  that  to  the  payment  of  this  amount  was  pledged  the 
entire  assets  of  the  company  and  that  the  payment  was  conditioned 
thereupon. 

Q.  What  practical  construction  have  those  policies  received? 
A.  That  they  were  policies  not  promising  a  definite  amount. 

Q.  You  regard  them  as  ambiguous  in  terms?  A.  I  don't  think 
that  they  are  as  clear  in  terms  as  they  should  be. 
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Q.  And  when  was  it  that  the  company  ceased  to  issue  those 
policies?     A.  The  1st  of  October,  1892. 

Q.  What  was  the  original  name  of  the  company?  A.  The 
3Iutual  Reserve  Fund  Life  Association. 

Q.  When  was  the  name  changed?  A.  On  the  I7th  of  April, 
1902. 

Q.  What  further  change,  if  any,  took  place  in  1892,  when  you 
say  the  company  ceased  to  issue  policies  of  this  original  descrip- 
tion?    A.  'No  particiilar  other  change. 

Q.  What  further  modifications  were  there  if  any  down  to  the 
time  that  the  company  began  to  write  policies  promising  to  pay  a 
definite  amount  in  vmambiguous  terms?  A.  In  1890  the  company 
began  the  issuance  of  a  new  form  of  policy  known  as  the  ten  year 
distribution  deposit  form,  to  distinguish  it  from  those  previously 
issued,  and  under  that  policy  there  was  a  provision  that  there 
shoiild  be  a  deposit  on  account  of  future  dues  and  assessment  which 
deposit  Avas  named  in  the  policy  and  was  to  be  made  at  a  definite 
time,  thereby  substituting  a  fair  approach  to  a  definite  premium, 
for  the  irregular  assessment  provided  for  under  the  original  con- 
tract. 

Q.  When  did  you  say  that  was?     A.  That  was  in  July,  1890. 

Q.  You  spoke  a  moment  ago  of  the  practice  of  levying  an  as- 
sessment in  excess  of  the  actual  needs  for  the  purpose  of  proA'iding  - 
a  reserve  fund  giving  a  25  per  cent,  margin.     When  was  that  in- 
augurated?    A.  That  was  from  the  start  of  the  company. 

Q.  How  long  did  that  continue?  A.  Well,  as  regards  the  put- 
ting away  of  the  full  25  per  cent,  that  continued  up  to  about  the 
beginning  of  1889,  I  think  to  the  beginning  of  1889. 

Q.  Will  you  explain  please  exactly  what  was  done  with  the  25 
per  cent,  excess  that  was  assessed?  A.  It  was  set  apart  to  an 
account  known  as  the  reserve  fund,  originally  deposited  with  a 
trust  company  of  the  city,  and  subsequently  portions  were  used  for 
the  purpose  of  making  deposits,  one  at  Albany,  and  one  in 
Canada  and  in  other  countries  where  it  was  reuired  by  law  to 
make  deposits,  but  it  wae  held  as  a  fund  subject  to  the  term  of  the 
contract  for  the  purposes  of  guaranteeing  payment  and  ultimately 
of  distributing  any  unused  portions  to  the  policyholders. 

Q.  Were  any  payments  made  out  of  that  fund  for  expenses? 
A.  No. 

Q.  Were  any  payments  made  out  of  that  fund  for  these  death 
losses?     A.  Yes. 
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Q.  Under  what  circumstances^  A.  Where  the  amount  in  the 
death  fund  was  insufficient  after  an  assessment  had  been  levied 
upon  the  members  to  meet  accrued  claims,  then  the  reserve  fund 
could  be  drawn  upon  and  was  drawn  upon  to  meet  the  cjeficiency. 

Q.  Were  the  policyholders  who  paid  assessments  and  provided 
a  reserve  fund  through  such  payments  classified?  A.  They  were 
classified  for  distinction  between  the  different  forms  of  policies  and 
the  different  contributions  to  the  reserve  fund,  not  as  regards  the 
death  losses. 

Q.  Was  there  any  discrimination  between  classes  of  policy- 
holders in  the  payment  of  death  losses  out  of  the  reserve  fund? 
A.  There  was  not. 

Q.  Then  payments  that  were  necessary  —  I  mean  where  there 
was  a  deficit  in  the  other  fund  available  for  the  purpose,  were  made 
out  of  the  reser\'e  fund  without  reference  to  the  class  of  policies  on 
which  the  claim  arose?     A.  It  was. 

Q.  Suppose  a  man  dies  who  had  contributed  to  the  reserve  fund 
by  25  per  cent,  in  assessments  in  excess  of  what  was  required 
normally.  Would  there  be  any  return  of  that  amount  to  his  bene- 
fit?    A.  There  would  not. 

Q.  His  interest  in  that  would  lapse?  A.  His  interest  in  that 
would  revert  to  the  surviving  members. 

Q.  It  was  then  in  effect  a  tontine  arrangement?  A.  It  was  to 
a  certain  extent  of  a  tontine  nature. 

Q.  What  sort  of  distribution  was  made  to  survivors  from 
this  reserve  fund  or  what  might  be  left  of  it  after  the  payment, 
of  such  death  losses  as  were  charged  upon  it  ?  A.  The  provision 
in  the  earlier  policies,  those  issued  in  1881,  was  that  there  should 
be  a  bond  issued  to  the  policyholder  at  the  end  of  five  years  for 
his  proportionate  share  of  the  accumulations  of  the  reserve  fund 
which  bonds  should  be  in  the  nature  of  an  endowment  payable  ten 
years  from  the  date  of  its  issue  during  which  ten  years  it  paid 
interest  at  the  rate  of  4  per  cent,  per  annum  payable  to  him.  In 
1892  this  was  changed  so  that  the  bond  ceased  to  be  an  endowment 
but  became  a  credit  to  be  used  after  the  expiration  of  fifteen  years 
towards  the  payment  of  future  dues  and  assessments  and  in  the 
meantime,  the  interest  to  be  paid  to  the  death  fund.  On  policies 
issued  subsequently  to  1882 

Q.  1892  ?  A.  1^0  1882,  policies  issued  subsequent  to  1882 
the  board  of  directors  under  a  provision  in  the  constitution  and 
by-laws  issued  what  they  called  bond  statements,  which  was  a 
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statement  of  interest  of  the  policyliolder  in  the  reserve  fund  as  it 
existed  at  the  end  of  the  five  years  with  the  provision,  however, 
that  this  should  be  available  for  the  payment  of  dues  and  assess- 
ments levied  after  the  expiration  of  lo  years  provided  it  had  not 
been  required  for  the  payment  of  death  claims  in  the  interval. 
That  continued  until  1886  to  1887,  I  thiuk  the  policies  of  1887, 
a  portion  of  them  contained  that,  and  after  that  there  was  simply 
a  provision  that  at  the  expiration  of  15  years  any  remainder  of 
the  reserve  fund  would  be  applied  towards  the  payment  of  dues 
and  assessments. 

Q.  Do  you  still  issue  these  bond  statements?  A.  We  have 
ceased  to  issue  the  bond  statements,  because  the  contributions  to 
the  reserve  fund  of  the  class  of  policyholders  that  held  those  poli- 
cies has  been  consumed  and  there  does  not  exist  any  accumulation 
on  their  behalf. 

Q.  How  have  those  accumulations  been  consumed?  A.  In 
meeting  the  bonds  and  bond  statements  that  were  outstanding  and 
in  the  payment  of  death  losses  in  relief  of  direct  assessments. 

Q.  When  you  did  issue  bond  statements  did  you  issue  them 
every  five  years  ?    A.  They  were  issued  every  five  years. 

Q.  And  provided  for  payment  or  distribution  at  the  expiration 
of  ten  years  from  the  time  of  issue?    A.  Yes. 

Q.  So  that  in  effect  you  had  a  division  fifteen  years  from  the 
date  of  the  policy  f   A.  Yes. 

Q.  Have  any  divisions  been  made  under  bond  statements  ?  A. 
The  bond  statements  as  they  have  matured  have  been  allowed  as 
credits  on  future  dues  and  assessments. 

Q.  Have  any  cash  distributions  been  made  in  any  bonds  or 
bond  statements?  A.  The  bonds  of  the  policies  issued  in  1881 
have  been  redeemed  in  cash  as  they  fell  due. 

Q.  And  the  bonds  issued  subsequent  to  1882  have  been  re- 
deemed by  application  of  a  certain  amount  to  the  payment  of 
assessments  ?    A.  Yes. 

Q.  When  did  your  company  first  take  up  a  level  premium  busi- 
ness ?  A.  It  began  the  issuance  of  a  policy  upon  a  full  level  pre- 
mium rate,  I — I  think  the  first  level  premium  was  issued  in  the 
fall  of  1897,  and  the  whole  life  continuous  premium  began  in 
1898;  but  those  contracts  contained  a  reservation  of  a  right  to 
call  for  additional  premiums  or  payments  if  required,  as  we  under- 
stood the  law  of  the  State  to  compel  us  to  do. 
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Q.  That  was  because  you  were  organized  under  the  provisions 
for  co-operative  assessment  insurance  and  you  had  strictly  no  right 
to  do  business  upon  the  life  premium  basis  exclusively.  A.  We 
liad  no  right  to  do  business  upon  a  limited  premium  payment,  that 
is,  one  with  a  fixed  limit  to  it. 

Q.  For  how  long  did  you  continue  to  issue  policies  not  for 
what,  as  I  suppose,  was  intended  to  be  level  premiums,  but  with 
a  clause  giving  you  the  right  to  make  additional  charges  ?  A. 
Up  to  the  I7th  of  April,  1902,  we  were  reincorporated  under 
Article  2  of  the  Insurance  Law. 

(J.  Had  you  been  reorganized  at  any  time  since  your  original 
organization,  prior  to  1902?  A.  On  the  26th  of  December,  1883, 
the  company  reincorporated  under  Chapter  175  of  the  Laws  of 
1883. 

Q.  What  was  the  purpose  of  that  reincorporation?  A.  That 
was  the  first  law  passed  in  the  State  actually  covering  assess- 
ment or  co-operative  insurance,  and  the  new  charter  was  taken 
out  imder  that  as  soon  as  the  law  was  passed. 

Q.  Did  that  in  any  way  effect  your  practices  of  your  powers 
in  the  conduct  of  business?    A.  It  seems  not  to  have. 

Q.  Your  reincorporation  in  1902  was  for  what  purpose?  A. 
For  the  purpose  of  coming  under  the  provisions  of  Article  2, 
which  regulates  the  level  premium  or  legal  reserve  policies  of  in- 
surance and  becoming  a  legal  reserve  company. 

Q.  Had  you,  prior  to.  1902,  any  legal  reserve  under  the  laws 
of  the  State?    A.  No,  not  the  laws  of  the  State,  no. 

Q.  Had  you  any  reserve  in  fact?    A.  We  had. 

Q.  Against  what  class  of  policies  had  you  maintained  a  reserve 
in  fact?  A.  Against  the  policies  that  were  issued  on  level  pre- 
mium rates,  and  there  was  a  contract  to  reserve  measured  as  a 
level  premium  reserve  would  have  been  measurd.  On  the  other 
policies  there  was  the  accumulation  of  this  reserve  or  emergency 
fund. 

Q.  The  first  one  you  mentioned?    A.  Yes. 

Q.  Out  of  the  twenty-five  per  cent,  of  excess?    A.  Yes,  sir. 

Q.  The  other  reserve  you  have  referred  to  was  accumulated 
according  to  the  policy  of  the  company  as  against  its  contracts 
on  a  virtual  level  premium  basis?    A.  Yes. 

Q.  But  was  not  recognized  by  the  law  as  a  reserve?    A.  No. 

Q.  As  you  were  not  recognized  as  entitled  to  do  that  kind  of 
business.      Now,   in   1902,   after  your   reincorporation,   did  you 
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become  exclusively  a  level  premium  company?  A.  So  far  as 
future  bu^ness  was  concerned.  'We  still  had  the  assessment 
policies  to  carry  out  according  to  their  contracted  terms. 

Q.  And  have  you  your  policies  classified  so  that  you  deal  with. 
each  class  of  policies  according  to  its  nature?    A.  Yes. 

Q.  Right  with  the  policyholders?    A.  Yes. 

Q.  You  have  now  maintained  a  legal  reserve  as  against  your 
legal  premium  business?    A.  Yes. 

Q.  Have  yoti  here  a  specimen  policy  of  the  onginal  issue  of 
1881?  It  is  suggested  to  me  that  in  addition  to  the  legal  reserve 
against  your  level  premium  business  since  your  reincorporation 
in  1902  there  was  also  a  provision  of  law  requiring  in  fact  a  re- 
serve as  against  earlier  business  through  a  valuation  of  the  poli- 
cies then  on  hand.  A.  Section  52  of  the  Insurance  Law,  under 
which  we  reincorporated,  provides  for  the  valuation  by  the  De- 
partment of  all  policies,  including  the  original  assessment  policies. 

Q.  And  how  were  they  valued?  A.  Policies  that  were  issued 
upon  the  basis  of  the  right  to  increase  the  premiums  as  simple 
term  insurance,  directed  to  be  valued  as  yearly  renewable  term 
insurance  at  attained  age.  Policies  that  contained  values,  sur- 
render and  6ther  values,  or  that  provided  for  a  limited  term  of 
stated  premiums,  are  to  be  valued  the  same  as  legal  reserve  poli- 
cies of  the  same  character,  are  valued  under  Section  84. 

Q.  What  part  of  your  present  reserve,  if  any,  is  made  up  of 
reserve  required  by  that  provision?  A.  Not  far  from  four  mil- 
lion dollars.  I  think  I  will  correct  that — I  think  it  is  about  three 
million  seven  hundred  thousand  dollars. 

Q.  The  provision  of  law  that  you  refer  to  is  in  the  last  clause 
of  Section  52  of.  the  Insurance  Law,  which  provides  as  follows: 

"  In  the  case  of  any  corporation  organized  under  or  subject 
to  Article  6  of  the  Insurance  Law,  which  corporation  has  amended 
its  charter,  and  is  now  operating  under  Article  2  of  the  Insur- 
ance Law,  all  contracts,  policies,  and  certificates  issued  prior  to 
its  reincorporation,  shall  be  valued  as  one  year  term  insurance 
at  the  ages  attained,  excepting  when  such  contracts,  policies,  or 
certificates  shall  provide  for  a  limited  number  of  specified  pre- 
miums, or  for  specified  surrender  values,  in  which  case  they  shall 
be  valued  as  provided  in  Article  2,  Section  84,  of  the  Insurance 
Law."' 

That  applies  to  your  company  upon  its  reincorporation?  A 
Yes. 
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Q.  And  necessitated  a  reserve  on  a  valuation  sncli  as  is  here 
mentioned,  amounting  to  about  three  million  seven  hundred  thou- 
ifand  dollars,  at  the  present  time  ?    A.  Yes,  sir. 

Q.  Is  that  applicable  to  any  other  assessment  company  save 
yours  ?  A.  I  think  that  the  Security  Mutual  of  Binghamton  falls 
under  that  provision. 

Q.  It  would  be  applicable  to  any  insurance  company  reincor- 
jiorated  on  the  same  basis,  that  is,  an  assessment  company?  A. 
Yes. 

Q.  I  wanted  to  know  whether  any  other  assessment  company 
liad  reincorporated  so  as  to  come  under  its  provisions  ?  A.  I 
think  the  Security  Mutual  of  Binghamton. 

Q.  Any  other  ?     A.  Ifot  to  my  knowledge. 

Q.  I  would  like  to  have  you  state,  Mr.  Eldridge,  whether  there 
is  any  reason  why  an  assessment  company  or  a  company  having 
assessment  policies  outstanding,  should  ha\e  a  reserve  such  as 
it  required  by  this  last  clause  of  Secticm  52.  A.  In  my  opinion, 
no,  as  in  the  matter  of  a  fixed  liability  of  the  company. 

Q.  Is  that  the  effect  of  this  provision?    A.  It  is. 

Q.  Do  you  know  the  circumstances  under  .which  this  provision 
nas  made  part  of  the  law ?  A.  It  was  a  requirement  of  the  De- 
i>artment  as  assenting  to  the  amendment  of  the  law  so  as  to  bring 
assessment  companies,  or  those  organized  under  Article  6,  under 
the  provision  as  to  the  right  to  reincorporate. 

Q.  In  other  words,  at  the  time  you  were  desirous  of  reincor- 
porating about  the  year  1901,  there  was  no  provision  of  law  under 
which  your  company  as  an  assessment  company  could  reincor- 
porate and  become  a  level  premium  company?  A.  ITot  unless 
we  passed  through  a  reincorporation  under  what  is  known  as  the 
Stipulated  Premiiim  law,  and  then  we  incorporated  under  the 
Legal  Reserve  Law. 

Q.  And  what  were  the  objections  to  that  ?  A.  It  changed  the 
nature  of  the  company  twice  to  accomJDlish  the  end.  It  was  an 
indirect  method  of  doing  so  and,  in  our  opinion,  it  would  place 
us  under  a  law,  at  least  temporarily,  which  had  no  counterpart 
in  any  other  State  in  the  Union. 

Q.  There  was  another  way  of  reincorporating  by  becoming  a 
stock  company  ?  A.  Yes,  I  was  dwelling  entirely  upon  the  matter 
of  the  mutuality.  There  was  a  method  of  incorporating  by  be- 
coming a  stock  company. 

Q.  But  apart  from  the  method  of  reincorporation  by  change 
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iiig  your  method  to  a  level  premium  basis  was  cumbersome  and 
inexpedient  ?     A.  It  was. 

Q.  So  that  you  sought^an  amendment  of  the  law  ?    A.  We  did. 

Q.  To  enable  assessment  companies  to  reincorporate.  N'ow, 
did  you  get  that  amendment  in  the  year  1901  ?  A.  My  impres- 
sion is  we  first  tried  to  get  it  in  1900 ;  I  think  it  was  finally  passed 
in  ,1901. 

Q.  That  amendment-  was  presented  and  passed  in  the  interest 
of  your  company  exclusively,  was  it  not  ?  A.  We  were  the  movers 
in  securing  that,  and  I  think  no  other  one  co-operated  with  us. 

Q.  And  as  the  condition  of  your  obtaining  that  amendment  the 
insurance  department  insisted  that  there  should  be  a  provision 
for  the  valuation  of  your  former  policies  ?    A.  It  did. 

Q.  And  the  last  clause  of  Section  52,  as  it  now  appears,  had 
its  origin  in  a  departmental  suggestion?    A.  Yes. 

Q.  And  then  the  Section  52  was  amended  so  as  to  give  you  the 
opportimity  of  reincorporating  with  this  provision  for  valuation? 
A.  Yes. 

Q.  ISTow,  what  were  the  grounds  upon  which  that  provision  for 
valuation  was  insisted  upon  ?    A.  Well,  I  shall  be  unable  to  state. 

Q.  It  was  not  entirely  arbitrary,  was  it?  A.  Xo,  it  was  not 
entirely  arbitrary,  I  don't  think;  it  was  a  disposition  to  recog- 
nize the  differences  that  had  been  incorporated  in  the  different 
contracts  issued  by  the  company,  and  I  assume  an  effort  to  ap- 
proach as  nearly  in  the  matter  of  valuation  to  the  tei-ms  of  the 
contracts  that  were  outstanding  as  were  practical. 

Q.  Did  you  have  arguments  with  the  Insurance  Department 
on  that  subject?  A.  I  did  discuss  the  matter  with  the  Insur- 
ance Department. 

Q.  What  were  the  reasons  they  put  forward  for  requiring  this 
valuation  of  former  policies?  A.  That  under  the  law  as  it  stood 
there  was  no  power  to  value  those  policies,  or  to  charge  any 
liability  whatever  against  those  policies  in  the  matter  of  the 
reserve.  That,  therefore,  in  their  opinion,  anything  that  had  been 
accumulated  under  those  policies  might  be  diverted  to  the  inter- 
ests of  policies  subsequently  issued,  and  that  they  believed  that 
no  company  should  be  permitted  to  do  business  upon  a  legal 
reserve  basis  without  maintaining  a  statutory  reserve  as  regards 
the  policies. 

Q.  The  results  of  this  was  that  you  had  to  provide  security  for 
your  old  policies?    A.  Yes. 
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Q.  And  previous  to  that  time  you  had  no  security  for  the  old 
policies?  A.  "We  had  no  statutory  liability  on  account  of  the 
policies  for  the  maintenance  of  a  reserve. 

Q.  I  wish  you  vv'ould  point  out  now  a  specimen  policy  of  the 
early  class  when  you  were  doing  an  assessment  business  in  1881 
and  providing  for  an  excess  assessment  and  a  reserve  fund  from 
such  payments  ?  A-  This  (indicating)  is  the  first  form  of  policy 
that  was  issued  and  there  is  a  very  curious  typographical  error 
in  it,  and  I  have  found  it  so  in  all,  I  think,  of  the  policies  that 
were  issued  at  that  time:  Instead  of  providing  for  25  per  cent, 
the  policy,  as  printed,  set  aside  as  a  reserve  fund  25  cents  on  each 
one  thousand  dollars.  In  actually  writing  the  policy  they  usually 
wrote  in  there  "  per  cent."  And  that  number  is  the  same  prac- 
tically (indicating  another  policy).  I  should  think  that  this  policy 
(indicating),  with  the  writing  as  they  have  there  "  per  cent.," 
would  be  the  most  characteristic  because  it  carries  the  endowment 
bond  with  it. 

Q.  You  now  show  me  a  policy  which  I  will  offer  in  evidence 
and  read  upon  the  recjord. 

(Marked  Exhibit  431  and  read  in  evidence  by  Mr.  Hughes.) 

Q.  Now,  is  that  the  certificate  under  which  the  association 
claims  to  be  entitled  to  increased  payments?  A.  Claimed  to  be 
entitled  to  levy  as  many  assessments  as  there  were  death  claims 
if  necessary,  and  as  often  as  we  were  required  to  meet  the  claims, 
which  would  be  the  equivalent  to  increasing. 

Q.  What  language  in  that  certificate  was  the  basis  for  that 
claim  ?  A.  "  And  this  association  do  hereby  promise  and  agree 
in  the  event  of  decease  of  said  member  to  make  an  assessnient 
upon  the  entire  membership  for  such  a  sum  as  has  been  3stab- 
lished  by  the  board  of  trustees  at  the  date  of  entry." 

Q.  So  that  the  promise  of  the  association  to  make  an  assess- 
ment upon  the  entire  membership  was  treated  as  modifying  the 
promise  upon  the  part  of  the  person  taking  the  "policy  to  pay  an 
additional  assessment  ?    A.  It  was. 

Q.  But  apart  from  that  provision  there  was  nothing  in  that 
policy  to  indicate  that  a  man's  assessment  would  be  increased? 
A.  ^0,  1  think  there  is  not  in  that  policy. 

Q.  The  policy  reciting  ;that  it  was  in  consideration  of  a  fixed 
sum  paid  annually  which  appears  at  the  heading  and  on  the  cover 
and  in  the  body  of  the  policy  ?    A.  Those  were  the  dues. 
87 
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Q.  And  the  assessment  is  stated  to  be  at  a  fixed  sum  ?  A.  At  a 
fixed  sum  for  each  assessment. 

Q.  Now,  was  there  an  agreement  made  for  the  payment  of  a 
royalty  to  one  Abel  C.  Hunt  upon  that  form  of  policy  (showing 
witness  paper)  ?  A.  I  only  know  by  hearsay  of  this  contract ; 
if  it  was  executed  it  was  long  before  I  came  into  the  company, 
but  I  have  understood  there  was  some  contract  of  that  char- 
acter. 

Q.  Is  it  your  understanding  that  there  was  a  copyright  of  this 
form  of  policy  and  a  contract  with  the  holder  of  the  copyright 
by  the  association  under  which  he  became  entitled  to  certain 
royalties?  A.  I  never  have  gone  far  enough  into  that  matter 
to  be  able  to  testify  in  regard  to  it. 

Q.  Do  you  recognize  this  that  I  now  show  you  as  a  copy  of 
any  agreement  that  the  Society  has?  A.  I  never  saw  any  such 
before  to-day. 

Q.  There  is  no  such  agreement  upon  its  files?  A.  Not  to  my 
knowledge. 

MR.  HUGHES :   I  will  have  it  marked  for  identification, 
(Paper  marked  Exhibit  432  for  identification.) 

Q.  I  will  ask  you  this  at  the  present  time,  are  you  acquainted 
with  any  payments  that  have  been  made  by  the  association  to  any 
person  as  original  holder  or  assignee  .of  any  such  contract  ?  A.  I 
am  not. 

Q.  Were  any  payments  made  to  the  former  president,  ^i"- 
Harper,  as  assignee,  of  any  such  payment  ?    A.  I  am  not. 

Q.  You  don't  know  of  any  such  ?    A.  No. 

ME.  HUGHES:  I  would  like  to  have  the  company  produce 
the  minutes  showing  the  authorization  of  a  contract  with  Abel 
C.  Hunt  for  payments  of  royalties  in  connection  with  apy  plan 
of  insurance  and  record  that  the  company  has  of  any  assignments 
of  the  contract  or  of  any  payments  to  anyone  under  any  such, 
assignment  and  of  any  further  transactions  in  regard  to  the  mat- 
ter of  which  it  may  have  a  minute. 

Q.  Eor  how  long  a  time  were  policies  of  the  form  just  read 
issued  ?  A.  It  is  a  general  form  of  those  issued  during  the  earlier 
part  of  1881.  There  are,  however,  a  dozen  variations,  but  very 
slight,  slight  verbal  variations. 
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Q.  That  is  it  ?    A.  Yes,  this  is  the  one. 

Q.  Did  this  fund  referred  to  ever  reach  a  million  dollars,  the 
reserve  fund  that  is  ref eared  to  in  this  form  of  policy?  A.  A  re- 
serve fund  tvas  accumulated  that  exceeded  a  million  dollars,  but 
not  under  policies  that  contained  that  provision. 

Q.  Was  this  limit  referred  to  in  the  policy  recognized  in  any 
way  ?    A.  It  was  not. 

Q.  Was  there  ever  any  equitable  division  among  the  members 
or  any  sort  of  division  among  the  members  of  the  accumulations 
on  the  rese'rve  fund  in  excess  of  a  million  dollars  under  this 
provision  of  the  policy  ?  A.  l^ot  under  that  specific  provision. 
As  I  say,  there  was  probably  not  over  a  thousand  of  those  policies 
> —  there  were  not  a  thousand  of  those  policies  ever  issued  contain- 
ing that  provision. 

Q.  What  is  the  next  form  of  policy  that  will  be  representative 
of  a  different  class?  A.  I  should  say  that  this  one  would  be  —  it 
omits  all  those  references  to  limitation. 

MK.  HUGHES:    I  offer  that  in  evidence. 

(Paper  admitted  and  marked  Exhibit  433.) 

(Exhibit  433  will  be  found  in  the  Book  of  Exhibits.) 

MK.  HUGHES :  I  will  read  so  much  of  this  policy  as  will  in- 
dicate the  differences  between  it  and  the  one  already  read. 

Q.  Mutual  Eeserve  Eund  Life  Association,  No.  1826,  age  40. 

In  consideration  of  the  statements,  representations  and  war- 
ranties contained  in  the  application  for  this  certificate  and  of  the 
.  admission  fee  paid  and  for  the  dues  for  expenses  on  or  before  the 
19th  day  of  (blank)  in  every  year  during  the  continuance  of  this 
certificate  and  of  all  mortuary  assessments  payable  at  the  office  of 
the  Association  within  thirty  days  of  the  date  of  notice,  do  hereby 
receive  (blank)  of  (blank)  County  of  (blank)  State  of  (blank)  as 
a  member  of  the  association. 

And  the  said  Association  do  hereby  promise  and  agree  in  the 
event  of  the  decease  of  said  member  to  make  an  assessment  upon 
the  entire  membership  at  date  of  death  for  such  a  sum  as  has  been 
established  by  the  Board  of  Trustees  according  to  the  age  of  each 
member  as  per  table  endorsed  hereon  and  the  sum  received  from 
such  assessments  (less  25  per  cent,  set  apart  as  a  reserve  fund)  not 
exceeding  $5,000  shall  be  paid  at  the  office  of  the  Association  in 
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the  City  of  New  York  to  (blank)  of  (blank)  County  of  (blank), 
State  of  (blank)  or  in  the  event  of  the  death  of  the  beneficiary 
named  to  his  legal  representative  within  90  days  after  the  receipt 
of  satisfactory  evidence  to  the  Association  of  the  death  of  such 
member.  During  the  continuance  of  this  certificate  of  member- 
ship any  excess  of  such  assessment  shall  be  credited  to  the  death 
fund  and  no  assessment  shall  be  made  when  said  fund  is  sufficient 
to  meet  a  claim. 

The  net  earnings  of  the  Association,  together  with  the  25  per 
cent,  received  from  each  assessment,  shall  constitute  a  reserve 
fund  which  shall  be  deposited  with  a  trust  company  and  be  se- 
curely invested  in  United  States  bonds,  mortgages  or  other  inter- 
est-bearing securities  by  said  trust  company  ^s  trustee  for  the  ex- 
clusive benefit  of  the  niembers  of  the  Association  and  the  interest 
on  the  same  as  it  accrues  shall  be  placed  by  the  said  trustee  to 
the  credit  of  the  death  fund  as  hereafter  provided.  When  an 
assessment  fails  to  produce  $5,000,  the  sum  received  shall  be  paid 
as  above  and  any  deficiency  shall  be  paid  from  the  reserve  fund, 
provided  that  the  said  fund  exceeds  $100,000.  All  claims  in  ex- 
cess of  the  American  experience  table  of  mortality  shall  be  paid 
from  the  reserve  fund.  At  the  expiration  of  five  years  from  the 
date  of  this  certificate  and  at  the  expiration  of  each  period  of  five 
years  thereafter  during  the  continuance  of  this  certificate  of  mem- 
bership a  bond  will  be  issued  bearing  interest  at  the  rate  of  four 
per  cent,  per  annum,  payable  annually  to  the  death  fund  for  its 
proportion  of  the  reserve  fund,  the  principal  of  said  bond  being 
available  ten  years  from  its  date  to  pay  assessments  thereafter 
made  under  this  certificate."  The  remainder  of  the  policy  is 
apparently  to  the  same  effect  as  the  one  already  read. 

Upon  this  policy  is  endorsed  table  of  rates,  Admission  fee, 
$1,000,  $8;  $2,000,  $12;  $3,000,  $15;  $5,000,  $20;  $10,000,  $30. 

Dues  are  limited  to  $2  on  each  $1,000,  payable  annually,  in 
advance. 

Assessment  rate  table  upon  the  death  of  a  member,  each  sur- 
vivor shall  pay  for  each  $1,000  benefit  provided  an  assessment  is 
required. 

Rate. 

Age  of  15  to  25 $1 .  00 

26 1.02 

27 1.04 

28 1.06 

And  so  on,  at  increasing  rates  up  to  age  65 4. 25 
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What  was  the  practice  of  the  company  in  levying  these  assess- 
ments, were  they  levied  at  the  rate  stated  for  the  age  of  entry  or  for 
the  age  at  the  time  the  assessment  was  made?  A.  Up  to  August 
1,  1894,  they  were  levied  as  of  tlie  age  of  entry  of  the  party. 

Q.  In  other  words,  if  you  insured  a  man  at  25  he  would  pay 
his  admission  fee  and  his  dues  according  to  the  table  of  rates,  and 
then  his  assessment  rate  would  be  at  one  dollar  a  thousand  ?  A. 
Yes. 

Q.  And  all  his  assessments  were  at  the  rate  of  one  dollar  a 
thousand  from  the  time  he  was  insured  in  1882  dowa  to  1894? 
A.  ISTo,  I  am  not  quite  accurate  in  that  regard.  They  were  at 
the  rate  of  one  dollar  for  each  assessment,  but  in  1889  at  a  meeting 
of  the  policyholders  there  was  a  commutation,  or  adjustment  of  all 
the  tables  that  had  formerly  been  in  existence,  to  a  bi-monthly  rate 
or  amount,  which  followed  the  general  distribution  or  general 
ratios  of  the  tables,  but  stipulated  at  amounts  supposed  to  be  levied 
each  sixty  days  for  a  rate  to  be  levied  on  each  death. 

Q.  Was  that  amount  to  be  levied  each  sixty  days  arrived  at  ac- 
cording to  the  rate  thus  fixed  for  the  age  of  entry?  A.  From  1889 
to  August  1,  1894,  it  was  levied  as  of  the  age  of  entry. 

Q.  So  that  prior  to  August,  1894,  the  policyholders  having  poli- 
cies of  this  class  paid  assessments  according  to  their  rates  at  age 
of  entry?     A.  They  did. 

Q.  And  no  payment  was  ever  made  upon  them  prior  to  that 
time  for  anything  more?     A.  No. 

Q.  What  was  done  at  or  about  August,  1894,  with  reference  to 
a  change  of  the  rate  of  assessments?  A.  The  rate  of  assessments 
upon  the  members  admitted  prior  to  January  1,  1890,  was,  with 
the  assessment  of  Aug'ast  1,  1894,  determined  by  the  table  of  as- 
sessments, by  adding  to  the  age  of  entry  one-half  of  the  number  of 
years  that  the  party  had  been  in  the  company. 

Q.  That  would  be  to  increase  the  rate  of  assessments  to  an  aver- 
age between  the  age  of  entry  and  the  attained  age  ?     A.  Yes. 

Q.  What  was  the  reason  for  increasing  the  rat©  of  assessment  in 
that  manner  and  abandoning  the  former  practice?  A.  The  fact 
that  the  members  named,  the  earlier  members  of  the  association, 
were  not  paying  the  cost  of  the  insurance  that  they  were  receiving, 
but  were  creating  a  deficit  which  was  using  up  and  consuming  the 
excess  moneys  paid  by  the  more  recently  admitted  members. 

Q.  Or,  in  brief,  you  needed  the  money?  A.  We  needed  the 
money,  and  we  needed  it  because  those  people  were  not  pnying  the 
cost  of  their  insurance. 
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Q.  In  other  words,  contimiing  assessments  at  the  rate  stated 
in  your  table  at  age  of  entry  did  not  supply  you  with  moneys 
enough  to  meet  your  claims  ?     A.  Exactly. 

Q.  And  so  in  1894  you  proceeded  to  increase  the  assessments? 
A.  Yes. 

Q.  And  for  that  purpose  you  abandoned  the  rate  at  age  of  entry 
and  took  an  age  half  way  between  that  age  and  the  attained  age  ? 
A.  We  did. 

Q.  JSTow,  then,  later  on,  did  you  make  a  further  change  in  the 
rate  of  assessments  upon  policies  of  this  description?  A.  With 
the  call  of  February  1,  1898,  we  raised  the  rate  to  the  then  at- 
tained age. 

Q.  You  abandoned  the  half-way  house  and  went  to  the  actual 
rate  at  attained  age  ?     A.  We  did. 

Q.  So  that  a  man  who  had  been  insured  in  1882  at  age  25,  and 
up  to  1894  had  been  paying  at  the  rate  of  a  dollar  a  thousand,  in 
1898,  when  the  rate  of  assessments  was  fixed  at  the  attained 
age,  was  assessed  at  the  rate  of  $1.48  a  thousand,  or  at  the  age 
of  41?  A.  Approximately,  for  each  dollar  he  had  been  paying 
he  would  be  called  upon  to  pay  $1.48. 

Q.  Tes.-  A.  The  table  that  it  was  by  I  do  not  think  follows 
that  exactly,  but  it  closely  follows  that. 

Q.  And  in  1894,  after  he  had  been  insured  for  twelve  years, 
and  had  attained  the  age  of  37,  under  the  scheme  by  which  he 
was  charged  on  the  basis  of  the  rate  for  the  age  between  the 
age  of  entry  and  the  attained  age,  he  would  pay  $1.16  ?  A.  No, 
this  added  to  25  would  be  $1.12. 

Q.  So,  in  effect  this  man  insured  in  1882,  would  pay  his 
assessments  at  one  dollar  a  thousand  to  1894,  and  then  he  would 
be  assessed  at  one  dollar  and  twelve  cents,  and  then  in  1898,  at 
$1.48  ?     A.  Those  would  be  the  ratios. 

Q.  What  provision  was  there  in  this  policy,  Exhibit  N"o.  433, 
upon  which  the  company  claimed  the  right  to  increase  its  as- 
sessments or  rate  of  assessments?  A.  On  this  particular  policy 
we  would  claim  the  right  by  the  use  of  the  words: 

"According  to  the  age  of  each  member,  as  per  table  endorsed 
hereon." 

Q.  Are  those  the  only  words  in  the  policy  upon  which  you 
would  claim  the  right?  A.  Those  are  the  only  words  in  this 
policy  that  I  can  see. 
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Q.  And  is  there  anything  in  the  table  annexed  which  would 
indicate  any  intention  to  charge  the  man  according  to  the  at- 
tained age?     A.  There  is  not. 

ME.  LAWKEN'OE:  That  was  August,  1895,  that  the  change 
was  made  ? 

THE  WITNESS:     Yes,  it  was  August,  1895. 

Q.  Mr.  Lawrence  calls  my  attention  to  the  fact  that  in  saying 
that  this  first  change  in  the  assessment  was  made  in  1894,  you 
were  in  error?  A.  Yes,  it  is  1895.  Wherever  I  have  said 
August  1,  1894,  it  should  be  August  1,  1895. 

Q.  And  in  illustration  of  the  actual  amount  of  increase  on  a 
policy  taken  at  age  25,  instead  of  paying  $1.12  in  lieu  of  one 
dollar  what  would  be A.  No,  you  would  get  the  same  num- 
ber of  years. 

Q.  It  would  be  the  same  ?     A.  Yes. 

Q.  Now,  is  there  any  other  form  of  policy  upon  which  the 
rates  were  changed  in  this  manner  which  have  been  issued 
subsequent  to  this  form,  Exhibit  433,  which  we  should  have  to 
illustrate  your  class  of  contracts?  A.  I  think  that  policy  (in- 
dicating) is  fairly  characteristic  of  such  a  change  as  was  made, 
in  that  it  fixed  the  time  of  levying  the  stated  assessments. 

Q.  What  is  the  date  of  this  issue?  A.  That  would  be — it 
is  about  the  latter  part — of  1885,  or  the  early  part  of  1886,  and 
it  also  contains  this  provision,  that  the  assessment  shall  be  at  this 
rate. 

ME.  HUGHES:     I  offer  it  in  evidence. 

(Exhibit  marked  434.) 

(Exhibit  434  will  be  found  in  the  book  of  exhibits.) 

ME.  HUGHES:  I  will  read  so  much  of  this  form,  Exhibit 
434,  as  indicates  the  important  differences  between  it  and  the 
earlier  forms  already  read. 

"Mutual  Eeserve   Eund   Life  Association,   No.    Age: In 

consideration  of  the  application  for  this  certificate  of  member- 
ship, which  is  hereby  referred  to  and  made  a  part  of  this  co]i- 
tract    and    of    each    of    the    statements    made    therein    which 
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whether  written  by  his  own  hand  or  not,  every  person  ac- 
cepting or  acquiring  any  interest  in  this  contract  hereby 
adopts  as  his  own,  admits  to  be  material  and  warrants  to  be 
full  and  true,  and  to  be  the  only  statements  upon  which  this 
contract  is  made;  and  in  further  consideration  of  the  admis- 
sion fee  paid  and  of  the  dues  for  expenses  to  be  paid  on  or 
before  the  day  of  in  every  year  during  the 

continuance  of  this  certificate,  and  of  the  further  payment 
of  all  mortuary  assessments  payable  at  the  home  office  of  the 
association  in  the  City  of  New  York  within  thirty  days  of  the 
first  week  day  of  the  month  of  February,  April,  Jime,  August, 
October  and  December  of  each  and  every  year  during  the  con- 
tinuance of  this  certificate  (or  from  such  other  periods  as  the 
Board  of  Directors  may  from  time  to  time  determine)  and 
within  thirty  days  from  the  day  of  the  date  that  each  assess- 
ment is  ordered,  the  Mutual  Reserve  Fund  Life  Association 
from  and  after  the  delivery  hereof  with  a  receipt  of  the  pay- 
ment of  the  first  annual  dues  signed  by  the  president,  secre- 
tary   or    treasurer    of    the    Association,     does    hereby    receive 

of  County  of 

State   of  as  a  member  of 

such  Association.  "Within  ninety  days  after  receipt  of  satis- 
factory evidence  to  the  Association  of  the  death  of  the  above 
named  member  during  the  continiiance  of  this  certificate  of 
membership  upon  the  following  conditions:  There  shall  be 
}")ayable  to 

of  County  of  State  of 

if  living  at  the  time  of  said  death,  otherwise  to  the 
legal  representative  of  said  member  the  sum  of  fifteen 
tliousand  dollars  from  the  death  fund  of  the  Association  at 
the  time  of  said  death  or  from  any  moneys  that  shall  be  realized 
to  said  fund  from  the  next  assessment  to  be  made  as  hereinafter 
set  forth  and  no  claims  shall  be  otherwise  due  or  payable  except 
from  the  reserve  fund  as  hereinafter  provided. 

1.  If  at  such  date  as  the  Board  of  Directors  of  the  Associa- 
tion may  from  time  to  time  fix  or  determine  for  making  aii 
assessment,  the  death  fund  is  insufiicient  to  meet  existing  claims 
by  death,  an  assessment  shall  then  be  made  upon  every  member 
whose  certificate  is  in  force  at  the  date  of  the  last  death  assessed 
for,  and  said  assessment  shall  be  made  at  such  rates,  according 
to  the  age  of  each  member,  as  may  be  established  by  the  Board 
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of  Directors,  and  the  net  amount  received  from  such  assessment 
(less  twenty-five  per  cent,  to  he  set  apart  for  the  Eeserve  Fund) 
as  provided  in  the  constitution  and  by-laws  of  said  Association, 
shall  go  into  the  death  fund. 

2.  The  net  earnings  of  the  Association,  together  with  25  per 
cent,  of  said  net  receipts  from  each  assessment,  shall  constitute 
a  'reserve  fund'  which  shall  be  deposited  with  a  trust  com- 
pany, or  companies,  or  departments  constituted  by  govern- 
mental or  legal  authority  or  upon  the  order  of  the  Board  of 
Directors  of  the  Association  shall  be  securely  invested  in 
United  States  bonds,  mortgages  or  other  interest  bearing 
securities  for  the  exclusive  benefit  of  the  members  of  the 
Association,  and  the  interest  on  the  same,  as  it  accrues,  shall 
be  placed  to  the  credit  of  the  '  death  fund '  to  be  used  in  pro- 
viding for  the  current  death  claims.  The  reserve  fund  above 
one  thousand  dollars  and  in  excess  of  sums  represented  by 
outstanding  bonds  may  be  applied  to  the  payment  of  claims 
in  excess  of  the  American  Experience  Table  of  Mortality,  and 
when  any  claim  by  death  is  due,  after  a  mortuary  assessment 
upon  each  member  of  the  Association  has  been  made,  accord- 
ing to  the  rules  of  the  Association,  to  making  up  any  deficiency 
thai;  may  then  exist  in  the  death  fund. 

3.  After  the  expiration  of  each  period  of  five  years,  during 
the  continuance  of  this  certificate  of  membership,  a  bond 
shall  be  issued  for  an  equitable  proportion  of  the  reserve  fund, 
and  the  principal  of  said  bonds  shall  be  available  ten  years 
from  its  date  towards  paying  future  dues  and  assessments 
under  this  certificate  and,  should  membership  hereunder  cease 
from  any  cause,  said  bond  shall  at  once  become  null  and 
void,  and  any  portion  of  said  principal  not  thus  used,  shall  be 
applied  to  increase  the  bonds  issued  at  the  next  quinqueuniil 
apportionment  to  other  members  of  the  Association,  holding 
certificates  issued  during  the  same  year  as  this  certificate,  and 
at  each  apportionment  the  rate  of  assessments  may  be  changed 
to  correspond  with  the  actual  mortality  experience  of  the 
Association. 

Upon  the  back  of  this  policy  is  endorsed  Table  of  Eates, 
the  statement  of  admission  fees  and  dues  and  assessment  rate 
table  headed  as  follows:  jSTo  assessment  will  be  made  while 
there  re-mains  in  the  djsath  fund  a  sum  sufiicient  to  pay  the 
existing  claims  in  full.     The  basis  of  the  assessment  rate  for  each 
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member  according  to  the  age  taken  at  the  nearest  birthday  on  each 
$1,000  as  follows: 

Next  follows  a  statement  of  ages  from  15  to  65  with  a  table 
of  increasing  rates  according  to  ages,  being  $1  for  age  16  to 
25  and  $7  at  age  65. 

Q.  Under  that  form  of  policy  adopted  in  1886  as  I  under- 
stand you  to  say A.  I  think  it  was  about  the  earliest  but  it 

is  characteristic  of  policies  issued  along  about  that  time. 

Q.  Well,  under  this  form  of  policy  issued  down  to  1895  the 
rates  of  assessments  levied  were  at  the  age  of  entry  as  indicated 
in  the  table  ?    A.  They  were. 

Q.  And  after  that  they  were  at  the  age  between  the  age  of 
entry  and  the  attained  age  until  1898  and  then  from  1898  on 
at  the  attained  age?    A.  Yes. 

Q.  And  that  has  been  the  practice  from  1898  to  the  present 
time?  A.  Yes — well  there  was  an  interval  from  February, 
1898,  imtil  the  fall  of  1899,  they  were  continued  at  about  the 
attained  age  from  the  1st  of  February,  1898.  Then  from 
October,  1899,  to  the  present  time  they  have  been  advanced 
yearly  on  each  member  as  he  passed  a  birthday. 

Q.  These  policies  of  the  forms  you  have  given  thus  far  are 
not  at  any  time  paid-up?     A.  No.  * 

Q.  They  continue  through  life  and  are  conditioned  on  the 
payment  of  the  assessments  as  they  may  be  called  for  under 
the  policies  through  life?    A.  Yes. 

Q.  So  that  under  these  forms  of  policies  there  is  as  the  age 
increases  a  constantly  increasing  assessment?    A.  There  is. 

Q.  And  the  basis  for  the  increase  in  the  form  of  policy 
just  shown  you  is  found  by  your  company  in  the  words  in  the 
body  of  policy  providing  for  the  payment  of  assessments  at 
such  rates  "according  to  the  age  of  each  member  as  may 
be  established  by  the  said  Board  of  Directors"  and  also  from 
the  words  heading  the  table  of  rates  "The  basis  of  the  assess- 
ment rates  for  each  member  according  to  the  age  taken  at  the 
nearest  birthday  on  each  $1,000  is  as  follows:"  A.  And  also 
the  clause  of  the  paragraph  that  provides  for  the  issuance  of 
a  bond,  to  the  effect  that  at  each  apportionment  the  rate  of 
assessment  may  be  changed  to  correspond  with  the  actual  mor- 
tality experience  of  the  Association. 

Q.  That  is  paragraph  3.    A.  Three. 

Q.  In  connection  with  the  provision  for  a  distribution  of  the 
fund  created  by  the  excess  assessments?    A.  Yes. 
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Q.  And  It  says  as  follows:  "After  the  expiration  of  each  period 
of  five  years  during  the  continuance  of  this  certificate  of  mem- 
bership a  bond  shall  be  issued  for  an  equitable  proportion  of  the 
reserve  fund  and  the  principal  of  said  bond  shall  be  available 
ten  years  from  its  date  tovi^ards  paying  future  dues  and  assess- 
ments under  this  certificate  and  should  membership  hereunder 
cease  from  any  cause  said  bond  shall  at  once  become  null  and 
void  and  any  portion  of  said  principal  not  thus  used  shall  be  ap- 
plied to  increasing  the  bonds  issued  at  the  next  quinquennial  ap- 
portionment to  members  of  the  Association  holding  certificates  is- 
sued under  the  same  year  of  this  certificate  and  at  which  the  rate 
of  assessment  may  be  changed  to  correspond  to  the  actual  mortality 
experience  of  the  association."  That  is  the  clause  you  refer  to? 
A.  Yes. 

Q.  Do  you  know  why  that  clause  providing  for  an  increase  of 
assessment  was  put  in  in  connection  with  the  bond  provision, 
why  it  was  not  stated  specifically  in  a  way  that  a  member  could 
not  fail  to  understand  that  the  company  claimed  the  right  to  in- 
crease its  assessments?    A.  That  is  a  matter  I  could  not  testify  to. 

Q.  You  were  not  with  the  company  at  that  time?  A.  I  was 
not  for  many  years  after  that. 

Q.  What  form  of  policy  was  issued  in  later  years,  say  in  1891? 
\.  I  think  that  this  is  as  characteristic  a  policy  as  any  of  the 
later  issued  of  the  15  year  class. 

Q.  What  is  the  policy  that  was  in  the  Foster  case,  was  it  in 
this A.  I  will  have  to  ask  when  that  was. 

ME.  LAWKENCE:    In  1889. 

MK.  HUGHES:    It  says  1881. 

THE  WITNESS:  I  think  I  can  find  the  last  English  form 
we  issued. 

MK.  LAWREISTCE:    I  will  find  out  accurately,  Mr.  Hughes. 

THE  WITNESS:  (Producing  paper.)  There  is  the  last  Eng- 
lish form  we  issued  of  that  policy. 

Q.  The  form  you  now  show  me  is  the  form  of  policy  issued 
in  Great  Britain?    A.  Yes. 

Q.  And  when  was  this  issued  for  the  first  time?  A.  About 
1889?    A.  Probably  in'  1890. 
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MR.  HUaHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  JSTo.  435.) 

(Exhibit  No.  435  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:     (Reading.) 

Free  Policy,  no  restriction  as  to  Travel,  Occupation  or  Resi- 
dence. 

H  this  certificate  or  policy  of  insurance  shall  have  been  in 
continuous  force  for  tv^o  years  from  its  date  it  shall  thereafter 
be  incontestable  and  indisputable,  except  for  fraud  or  non-pay- 
ment of  dues,  or  mortuary  premium,  at  the  times  and  in  the 
manner  herein  stipulated,  provided  the  age  of  the  member  is  cor- 
rectly stated  in  the  application  therefor. 

MUTUAL  RESERVE  FUND  LIFE  ASSOCIATION. 

In  consideration  of  the  application  for  this  certificate  of 
membership,  or  policy  of  insurance,  and  the  declaration  made 
to  the  medical  examiner,  which  are  hereby  referred  to  and 
made  a  part  of  this  contract,  every  person  accepting  or  ac- 
quiring any  intelrest  in  this  contract,  hereby  adopts  as  his 
own,  and  admits  the  statements  contained  therein  to  be  the 
only  statements  upon  which  this  contract  is  made,  and  of  the 
first  year's  dues  paid,  the  Mutual  Reserve  Fund  Life  Asso- 
ciation does  hereby  receive   of   , 

County  of as  a  member  of  said  association;  and 

upon   the   further   condition   of   the   payment   of   the   dues   for 

expenses  to  be  paid  on  before  the of , 

in  every  year  during  the  continuance  of  this  certificate,  or 
policy  of  insurance,  and  also  upon  the  further  condition  of  the 
payment  of  all  mortuary  premiums,  payable  at  the  home  office 
of  the  association  in  the  city  of  New  York,  or  at  the  chief 
office  of  the  association  for  Great  Britain,  situated  in  the  City 
of  London,  or  to  an  authorized  collector  within  thirty  days  from 
the  first  week  day  of  the  month  of  February,  April,  June,  August, 
October  and  December  of  each  and  every  year,  during  the  con- 
tinuance of  this  certificate  or  policy  of  insurance,  and  subject 
to  all  the  provisions,  requirements  and  benefits  stated  on  the 
second  page  of  this  certificate  or  policy  of  insurance,  which  are 
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hereby  referred  to  and  made  a  part  of  this  contract,  as  fully  as 
if  they  were  recited  at  length  over  the  signatures  hereto  affixed, 
there  shall  be  payable  to  the  legal  representative  of  said  mem- 
ber, the  sum  of r pounds  sterling  within  ninety  days 

after  receipt  of  satisfactory  evidence  to  the  association  of  the 
death  of  said  member,  submitted  to  its  chief  office  for  Great 
Dritain. 

Benefits  under  this  certificate  or  policy  of  insurance  shall 
not  be  impaired  or  restricted  by  travel  or  change  of  residence, 
and  if  this  certificate,  or  policy  of  insurance,  shall  have  been 
in  continuous  force  for  two  years  from  its  date,  it  shall  there- 
after be  incontestable  and  indisputable,  except  for  fraud  or 
non-payment  of  dues  or  mortuary  premium  at  the  time,  and 
in  the  manner,  herein  stipulated,  provided  the  agent  of  the 
member  is  correctly  stated  in  the  application  therefor,  or  has 
been  admitted  by  the  Association. 

IE"  WITNESS  WHEKEOF,  the  said  Mutual  Eeserve  Fund 
Life  Association,  has  caused  its  corporate  seal  to  be  hereunto 
affiled,  and  these  presents  to  be  signed  by  its  President,  or 
Vice-President  and  Secretary  or  Assistant  Secretary,  at  the 
City  of  Xew  York,  and  countersigned  by  its  General  Manager 

and  Treasurer  for   Great  Britain   and  Ireland,   this 

day  of    one  thousand  eight  hundred  and  ninety. 

President. 

Secretary. 

Countersigned  by 

Treasurer  for  Great  Britain  and  Ireland. 


General  Manager  for  Great  Britain  and  Ireland. 
Annexed  inside  is  as  follows: 

PEOVISIOE-S,  KEQUIEEMENTS  AND  BENEFITS. 

II.  No  personal  liability  of  the  member  is  incurred  by  be- 
coming a  member  of  this  association  and  the  continiiance  of 
this  certificate,  or  policy  of  insurance,  and  payments  by  the 
members  are  voluntary,  at  the  option  of  the  member,  to  con- 
tinue only  so  long  as  the  member  may  desire  to  keep  this 
certificate,  or  policy  of  insurance,  in  force,  but  a  failure  to 
make  the  payments  as  herein  stipulated  will  terminate  tins 
contract.        This  contract  on  the  part   of  the   association  is   a 
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bi-monthly  term  contract,  renewable  at  the  option  of  the  mem- 
bers before  its  expiration,  upon  payment  of  the  dues  and  mortuary 
premium  at  the  time  and  in  the  manner  in  this  contract  provided. 

III.  Within  thirty  days  from  the  first- week-day  of  the  month 
of  February,  April,  June,  August,  October  and  December,  of 
each  and  every  year  during  the  continuance  of  this  certificate,  or 
policy  of  insurance,  there  shall  be  payable  to  the  association  a 
mortuary  premium  for  such  an  amount  as  the  Executive  Com- 
mittee of  the  association  may  deem  requisite  (which  amount  shall 
not  exceed  the  maximum  rates  endorsed  hereon,  according  to  the 
age  of  each  member),  and  the  net  amount  received  to  be  dealt  with 
as  provided  in  the  constitution  and  by-laws  of  said  association,  or 
as  provided  under  the  terms  of  this  contract.  Notice  of  such 
mortuary  premium  being  due  and  payable  at  the  above  date  is 
hereby  given  and  deemed  to  be  accepted  by  the  member  or  bene- 
ficiary of  this  certificate  for  an  amount  equal  to  the  preceding 
mortuary  premium. 

The  fourth  paragraph  relates  to  a  reserve  fund,  practically  the 
same  as  in  the  other  policies? 

THE  WITNESS:   Practically  the  same. 

ME.  HUGHES: 

V.  The  annual  mortuary  premiums  on  this  certificate,  or  policy 
of  insurance,  after  the  same  has  been  in  force  fifteen  years  from 
its  date,  shall  not  include  any  further  contribution  t\)  the  reserve 
or  emergency  fund,  nor  shall  the  net  amount  of  such  annual  mor- 
tuary premiums  thereafter  exceed  the  pro  rata  annual  premiums 
required  by  the  actual  mortality  experience  of  the  association,  or 
the  amount  called  for  by  the  actuary's  tables  of  mortality. 

The  sixth  paragraph  provides  for  a  certain  cash  surrender? 

THE  WITNESS:   Yes,  in  a  certain  event,  yes,  sir. 

The  seventh  paragraph  provides  in  a  certain  event  for  a  certain 
payment  in  case  of  death,  six  months  after  date  of  lapse. 

THE  WITNESS:   Yes. 

ME.  HUGHES :  On  the  next  page  is  a  statement  of  the  reserve 
or  emergency  fund  as  invested  on  December  31,  1889. 

On  the  cover  is  endorsed : 

"  Cost  of  Admission  and  Annual  Dues. 
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Rates  of  Mortuary  Calls,"  as  follows: 

"At  the  times  -within  provided,  to  -wit,  on  the  first  week-day  of 
the  months  of  February,  April,  June,  August,  October  and  De- 
cember of  each  year,  or  within  thirty  days  thereafter,  respec- 
tively, the  member  shall  pay  his  proportion  of  the  maximum  rate 
stated  below,  according  to  age  and  amount  of  insurance,  and  as 
may  be  requisite,  as  within  provided,  to  pay  death  claims  and  to 
provide  for  the  reserve  or  emergency  fund.  Should  the  mortality 
of  the  association  in  any  year  require  an  amount  in  excess  of  said 
maximum  rate,  applicable  to  the  Death  Fund,  such  excess  shall  be 
paid  from  the  Reserve  or  Emergency  Fund  as  within  provided. 

Then  follows  a  table,  age,  largest  amount  which  may  be  col- 
lected every  two  months,  maximum  amount  which  can  be  col- 
lected annually  on  each  one  hundred  pounds  insurance,  the  _age, 
the  largest  amount  which  may  be  collected  every  two  months,  and 
so  forth.  The  ages  given  are  from  25  to  60,  and  the  amounts  in 
sterling  opposite. 

Then  follows  this  clause: 

"  The  maximum  rate  above  stated  is  based  upon  the  mortality 
table,  and  is  for  current  ages.  Members  desiring  to  mike  pay- 
ments annually  in  advance,  can  do  so  at  above  rates,  and  the 
amount  not  required  during  the  year  will  be  applied  to  reduce 
the  next  annual  payment." 

Q.  Under  that  form  of  policy  that  has  been  introduced,  from 
about  1890,  down  to  about  1895,  all  assessments  were  made  ac- 
cording to  the  age  of  the  insured  ?    A.  They  were. 

Q.  And  those  increases  were  made  in  the  manner  you  have 
stated?    A.  Yes,  sir. 

Q.  And  they  were  justified  by  the  provision  that  liave  been 
read,  and  this  clause,  the  maximum  rate  above  stated,  is  based 
upon  the  mortality  table,  and  is  for  current  ages  ?  A.  Yes,  and 
this  statement  that  it  is  renewable  term  insurance. 

Q.  Was  this  a  matter  of  dispute  or  legal  controversy?  (Xo 
reply.) 

Q.  This  matter  of  the  liability  of  members  under  these  condi- 
tions to  increase  the  assessments  was  made  the  subject  of  legal 
controversy?    A.  It  has  been,  yes. 

Q.  There  were  a  number  of  suits  here  and  abroad?    A.  Yes, 
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Q.  And  the  courts  sustained  the  right  of  the  Association  under 
this  clause  to  which  you  have  called  attention  to  increase  the 
assessment?    A.  They  did. 

Q.  And  the  Society  collected  the  increased  assessments?  A. 
They  did. 

Q.  In  England,  however,  there  was  a  decision  by  the  House 
of  Lords  to  the  contrary,  was  there  not?  A.  I  do  not  so, under- 
stand it.  I  iinderstand  that  the  House  of  Lords,  the  Court  of 
Appeals  and  the  House  of  Lords  sustained  our  interpretation  but 
rescinded  the  contracts  on  the  ground  of  misrepresentation  prior 
to  entering  into  it. 

Q.  The  case  I  refer  to  is  the  case  of  Toster  against  the  Mutual 
Eeserve  or  Mutual  Eeserve  against  Foster,  as  it  is  entitled  in 
the  Court  of  Appeals?    A.  Yes. 

Q.  Before  I  refer  to  this  I  desire  to  ask  you  so  that  there  may 
be  no  unjust  impression  received  from  the  fact  that  it  is  referred 
to,  whether  you  are  now  issuing  any  such  form  of  policy?  A. 
No,  sir. 

Q.  When  did  you  cease  issuing  it?  A.  There  were  a  few  of 
those  forms  of  policies  issued  probably  subsequent  to  1891,  but 
only  a  few. 

Q.  Eor  how  long  subsequent  to  that  time  ?  A.  I  imagine  that 
1892  would  practically  close  the  new  business  on  this  form  that 
we  have.  There  was  no  subsequent.  I  think  it  was  simply  issue 
of  old  ones  in  the  way  of  reduction. 

BY  THE  CHAIEMAN: 

Q.  You  mean  1892  or  1902  ?    A.   1892. 

Q.  Then  your  answer  to  his  previous  question  in  1894  and 
1898  must  have  been  wrong? 

ME.  HUGHES:  I  understand  the  witness  means  that  new 
contracts  were  not  written  after  1892,  but  that  under  the  old 
contract  the  increases  are  made  as  he  has  stated,  and  increased 
to  the  present  day  —  is  that  right  ? 

THE  WITNESS:   Yes. 

Q.  What  you  mean  is  they  have  not  issued  forms  of  that 
character  ?    A.  They  have  not  issued  forms  of  that  character. 
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Q.  But  the  policies  that  have  been  written  are  continued  and 
on  the  interpretation  that  is  taken  ?  A.  We  are  carrying  out 
those  contracts. 

Q.  Who  was  president  of  the  company  at  the  time  those 
contracts  were  adopted  ?    A.  Mr.  Edward  B.  Harper,  sir. 

Q.  When  did  he  die?    A.  2d  of  July,  1895. 

Q.  Then  this  abandonment  of  the  old  form  was  during  his 
life  ?    A.  Yes,  there  was  a  substitution  of  a  different  form. 

Q.  What  led  to  the  abandonment  of  the  old  form  ?  A.  I  can 
only  testify  to  that  as  of  hearsay  because  I  was  not  connected 
with  the  company  at  that  time. 

Q.  Have  you  taken  any  steps  to  call  in  the  policies  you  have 
of  this  class  outstanding?  A.  We  have  offered  to  the  policy- 
holders all  the  right  to  exchange  if  they  so  desire. 

MR.  HUGHES:  I  refer  now  to  the  decision  of  the  Mutual 
Reserve  Insurance  Company  against  Foster  in  the  House  of 
Lords,  in  view  of  the  fact  that  it  is  deemed  pertinent  to  the 
question  before  this  Committee  as  to  ambiguous  clauses  in  poli- 
cies and  the  possible  importance  of  some  effort  to  stand- 
ardize forms  of  insurance.  The  Lord  Chancellor  upon  the  appeal 
said: 

"  The  first  was  the  nature  of  the  document  tendered  to  Mr. 
Eoster,  which  the  Court  of  Appeals  had  described  as 
'  tricky.''  His  Lordship  concurred  in  that  description.  After 
three  days'  elaborate  exposition  their  Lordships  had  at  last 
arrived  at  what  the  real  meaning  was.  There  had  been  great 
ingenuity  in  concealing  the  real  effect  of  the  contract.  It  was 
not  necessary  to  go  through  the  whole  of  the  evidence. 
But  when  one  observed  the  mode  in  which'  at  one  particular 
period  of  life  the  list  of  ages  stopped,  and  when  one  noticed 
that  the  language  which  was  used  was  undoubtedly  of  an  am- 
biguous character  —  he  doubted  very  much  if  that  ambiguity 
was  not  intentional  —  the  result  to  his  Lordship's  mind  was 
that  beyond  all  doubt  this  was  a  document  which  any  one,  even 
a  skilled  person,  would  be  unable  to  understand  without 
very  careful  and  elaborate  explanation.  It  was  clear  to  his  mind 
that  Mr.  Eoster  did  not  understand  it,  and  that  he  thought  upon 
the  true  construction  upon  the  policy,  such  as  it  was, 
he  was  entitled  to  keep  up  his  policy  on  the  original  rates  with- 
out subsequent  increase.  In  these  circumstances  his  Lordship 
was  of  the  same  opinion  as  the  Court  of  Appeals  - —  that  Mr. 
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Foster  was  entitled  to  the  relief  whicli  he  claimed.  His  only 
difficulty  was  witli  respect  to  the  argument  last  raised  by  Mr. 
UiDJohn  —  on  the  point  of  delay.  Undoubtedly  there  had  been 
considerable  delay  and  the  passages  cited  from  judgments  of 
Lord  Cairns  were  entitled  to  the  greatest  possible  attention  and 
respect.  But  the  question  what  was  reasonable  time  was  inex- 
tricably involved  in  the  nature  of  the  transactions.  Here  Mr. 
Foster  had  a  policy  which  he  naturally  was  not  inclined  to 
surrender,  preferring  to  insist  on  his  rights  under  the 
policy,  thus  ht  was  placed  in  somewhat  awkward  position  pend- 
ing the  ascertainment  of  those  rights.  His  Lordship  admitted 
the  cogency  of  Mr.  Upjohn's  observations  on  this  part  of  the 
case,  but  in  the  difficult  circumstances  of  the  case  he  did  not 
think  it  was  too  late  for  Mr.  Foster  to  make  his  com- 
plaint. 

Lord  MaclSTaghten  in  expressing  his  concurrence  with  the  judg- 
ment moved,  said  he  had  also  been  impressed  with  the  argument 
founded  on  delay,  but  in  the  circumstances  he  did  not  think  that 
delay  M'^as  fatal. 

Lord  Lindley  said  that  the  case  had  been  presented  to  tbeir 
Lordships  with  great  ability,  skill  and  fairness.  Mr.  Haldane 
had  with  great  ingenuity  avoided  the  real  point  of  controversy, 
whilst  he  insisted  upon  the  great  advantages  and  soundness 
of  the  principles  of  the  appellant's  .gystem  of  insurance. .  Then, 
and  not  before  he  called  attention  to  the  documents  which 
induced  Mr.  Foster  to  enter  into  the  contract,  but  without 
that  preliminary  explanation  his  Lordship  did  not  think  that  any 
ordinary  intelligent  Englishmen  would  have  understood  the  docu- 
ments placed  in  Mr.  Foster's  hands  in  any  other  sense  than  that 
in  which  Mr.  Foster  understood  them.  His  Lordship  was  per- 
fectly satisfied  that  he  should  have  understood  them  exactly  as 
the  respondent  had  understood  them  and  in  his  opinion  the  Court 
of  Appeals  had  not  gone  too  far  in  characterizing  these  documents 
as  tricky  and  deceptive.  The  most  formidable  argument  was  that 
which  was  founded  on  the  respondent's  delay,  but  in  the  difficult 
circumstances  in  which  he  was  placed  he  concurred  with  his  noble 
and  learned  friends  in  thinking  that  the  delay  did  not  deprive  Mr. 
Foster  of  the  relief  which  he  sought." 

MR.  HUGHES :  This  is  read  from  the  Times  Law  Eenorts  of 
July  29,  1904.  ^ 
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Q.  Now,  how  many  policies  of  this  description  have  you  out- 
standing? A.  I  would  be  unable  to  state  that  without  an  exam- 
ination of  the  books. 

Q.  Well,  is  there  any  considerable  number?  A.  Not  at  the 
present  time.     The  number  has  diminished  considerably. 

Q.  What  offer  have  you  made  to  the  policyholders  under  poli- 
cies of  that  class  to  enable  them  to  be  relieved  upon  an  equitable 
basis  from  the  policies  provided  for  such  increase  in  rate?  A. 
Qnly  to  exchange  them  for  forms  of  policies  that  we  are  now 
issuing. 

Q.  Now,  you  say  you  adopted  a  new  kind  of  policy  about  1892  ? 
A.  About  1890. 

Q.  That  is  the  one  I  just  read,  was  it  not  1890  ?  A.  They  con- 
tinued the  issuance  of  the  fifteen  year  plan  after  the  ten  year  was 
introduced,  but  the  fifteen  year  disappeared  within  the  next  two 
years,  any  issuance  of  them'. 

Q.  What  I  would  like  to  have  you  point  out  to  me  is  the  change 
if  any  which  was  adopted  so  as  to  indicate  clearly  to  the  policy- 
holders that  their  assessments  were  liable  to  increase  and  were  not 
to  be  taken  as  the  practice  was  for  many  years  at  the  age  of  entry  ? 
A.  This  (indicating)  is  the  first  policy  on  what  we  call  the  ten 
year  plan  and  I  have  already  testified  as  to  the  difference,  I  think, 
in  the  matter  of  apportionment,  but  it  was  in  this  clause  that  the 
essential  difference  to  my  mind  lies.     (Indicating.) 

ME.  HUGHES :    I  offer  the  policy  referred  to  in  evidence. 

(Policy  marked  Exhibit  435,  and  will  be  found  in  the  book 
of  exhibits.) 

ME.  HUGHES :  The  clause  referred  to  by  Mr.  Eldridge  is  as 
follows : 

"IV.  Within  thirty  days  from  the  first  week  day  of  the  months 
of  February,  April,  June,  August,  October  and  December  of  each 
year,  after  the  first  payment  on  the  account  of  mortuary  premiums 
hereunder  shall  become  due,  there  shall  be  due  to  the  Association 
for  payment  of  death  claims  such  an  amount  as  its  executive  com- 
mittee may  assess,  as  provided  in  the  constitution  or  by-laws  (in- 
cluding the  amount  required  for  reserve  or  emergency  fund), 
which  amount,  together  with  the  dues  at  the  rate  of  three  dollars 
per  annum  per  one  thousand  of  insurance  hereunder,  shall  not 
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exceed  the  maximum  rate  as  per  table  endorsed  hereon,  according 
to  the  then  age  of  each  member.  Rates  for  ages  not  included 
in  said  table  shall  be  based  upon  the  American  Experience 
Table  of  Mortality.  There  shall  be  deducted  from  the  deposits 
made  in  advance  on  account  of  mortuary  premiums  and  dues, 
at  the  respective  succeeding  bi-monthly  dates  above  mentioned, 
such  amounts  as  are  then  respectively  due,  and  at  the  end  of  each 
respective  year  from  the  date  when  the  first  deposit  is  due  here- 
under, notice  will  be  sent  stating  the  then  sum  to  be  advanced  on 
account  of  mortuary  premiums  and  dues  for  each  ensuing  year, 
and  showing  the  excess,  if  any,  of  the  last  year's  deposits  on  ac- 
count in  meeting  the  said  bi-monthly  assessment  for  mortuary 
premiums  and  for  dues.  The  said  sums  on  account  for  each  new 
year  (less  said  excess)  shall  be  payable  at  the  same  dates  as  for  the 
first  year  hereof.  In  the  event  of  the  death  of  the  member  all 
sums  paid  in  advance  for  the  then  current  year,  after  deducting 
all  indebtedness,  are  returnable  to  the  beneficiary. 

Q.  The  change  then  was  in  the  introduction  of  the  word 
"  then "  ?  A.  In  the  introduction  of  the  word,  then,  and  the 
provision  also  as  for  ages  not  included  in  the  table  —  it  shall  be 
based  upon  the  American  experience  showing  that  this  table  did 
not  limit  the  ages. 

Q.  The  table  annexed  is  a  table  running  from  25  to  60  and 
is  headed  as  follows :  "  Maximum  basis  of  mortuary  premiums 
per  $1,000  of  insurance  (including  dues  at  the  rate  of  $3  per 
$1,000)  should  the  mortality  of  the  Association  in  any  one  year 
require  an  amount  in  excess  of  the  sum  provided  for  by  these 
rates  together  with  the  amount  in  the  death  fund  and  interest 
derived  from  the  reserve  or  emergency  fund,  such  excess  shall  be 
paid  from  the  reserve  or  emergency  funds."  The  table  is  headed 
"Age.  Mortuary  premiums  including  reserve  on  emergency  fund 
and  dues." 

Q.  When  did  you  say  this  was  put  in  force?    A.  July,  1890. 
Q.  And  under  this  the  age  taken  was  the  age  at  entry  down  to 
1895  ?     A.  The  age  taken  was  the  age  of  entry  during  the  first 
ten  years  the  contract  was  in  existence. 
Q.  Then  that  lasted  until  1902  ?     A.  Yes. 
Q.  Then  this  class  of  policies  even  though  they  have  not  the 
word  "  then  "  before  the  "  age  "  in  paragraph  4  were  in  practical 
construction  as  this  according  to  rate  and  age  of  entry  until  you 
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re-incorporated  ?     A.  No,  until  1900.     Those  were  first  issued  in 
1890. 

Q.  Until  1900  ?  A.  Yes. 

Q.  Why  didn't  you  make  a  change  and  provide  for  an  in- 
cr3asing  assessment  on  this  class  of  policies  in  1894  ?  A.  Be- 
cause this  was  a  class  of  policies  which  was  paying  its  own  death 
cost  and  the  25  per  cent,  of  the  reserve  fund,  which  25  per  cent., 
however,  was  being  depleted  to  make  good  the  deficiency  in  the 
earlier  policies,  and  in  order  to  treat  those  with  equity  as  com- 
pared with  the  others  we  could  not  increase  the  policy  which  was 
actually  paying  its  own  death  cost  because  we  increased  one  which 
was  not  paying  its  own  death  cost.  It  was  one  of  the  conditions 
which  the  new  management  found  facing  it  when  the  new  manage- 
ment came  in  in  the  middle  of  1895  which  it  had  to  adjust  to  the 
equities  as  closely  as  it  could. 

Q.  What  basis  do  you  find  in  the  policy  for  applying  the  re- 
serve fund  accumulated  during  the  excess  payments  of  these 
policyholders  to  the  payment  of  death  losses  under  other  classes 
of  policies  ?     A.  Only  the  general  membership  of  the  company. 

Q.  There  was  nothing  in  the  policy  itself  providing  for  it  ?  A. 
iYo. 

Q.  Was  it  not  the  reasonable  intendment  of  the  policy  that 
the  reserve  fund  would  be  accumulated  for  those  of  a  given  class? 
A.  I  should  think  so,  with  this  exception  — ■  I  think  that  all 
the  members  of  the  company  were  entitled  to  contribute  to  the 
actual  death  rate  their  proportionate  share  without  regard 
to  class,  but  having  contributed  to  that  I  think  the  balance 
of  their  payments  they  were  entitled  to  have  accumulated  as  their 
reserve. 

Q.  When  the  new  management  came  in  in  1895  what  was  done 
in  the  direction  of  keeping  the  reserve  for  the  policies  of  the  class 
who  had  paid  it?  A.  This  class  known  as  the  ten  year  class  has 
tliis  emergency  fund  so  far  as  it  was  accumulated  over  and  above 
the  cost  of  the  insurance  in  the  companies,  intact,  and  is  receiv- 
iDg  the  benefit. 

Q.  I  understood  you  to  say  this  fund  of  the  ten  year  class  had 
been  depleted  to  pay  mortuary  claims  in  other  classes  ?  A.  Prior 
to  that  day,  yes. 

Q.  But  Jiot  since  that  date?   ^A.  JSTot  since  that  date. 

Q.  And  as  a  method  Df  adjusting  the  equities  of  the  situation 
you  thought  it  fair  not  to  increase  the  assessment  on  this  class 
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of  policy?  A.  Yes.  I  may  say  now  they  are  paying  upon  their 
attained  age. 

Q.  When  did  that  begin  ?    A.  It  began  with  the  expiration  of 
the  ten  years  of  each  member. 

Q.  So  that  after  the  reserve  fund  of  the  class  which  had  been 
allowed  to  accumulate  without  depletion  from   1895   has  been 

drawn  upon  to  pay  the  death  losses  of  this  class A.  No; 

with  the  exception  of  each  tenth  year  of  membership  the  policy 
becomes  entitled  to  the  apportionment  of  their  share  of  the  re- 
serve fund  accumulated  in  the  preceding  year  in  the  reduction 
of  future  assessments  and  is  at  that  time  in  each  year  of  issue 
increased  to  the  attained  age,  and  now  assessed  according  to  the 
attained  age  here,  giving  them  the  credit  for  their  accumulations 
of  the  fund  in  the  ten  preceding  years  in  reduction. 

Q.  Does  that  amount  to  this,  that  when  they  are  entitled  under 
their  bonds  and  bond  statements  to  an  apportionment  of  the  re- 
serve fund,  you  increase  the  assessments  so  as  to  have  a  practical 
offset  against  the  credit?  A.  We  increased  it  to  attained  age  and 
give  them  their  proportion  of  the  accumulation. 

Q.  Doesn't  it  amount  to  this  that  the  credit  to  them  of  the 
share  of  the  accumulation  is  offset  by  the  increased  assessments 
then  made  ?  A.  It  does.  It  must  necessarily  in  the  natural  pre- 
mium insurance. 

Q.  The  natural  premium  insurance  is  -based  upon  the  increas- 
ing cost  of  the  insurance  as  age  progresses?    A.  Yes. 

Q.  And  the  expectation  of  life  diminishes  ?    A.  Yes. 

Q.  Did  you  fix  your  premiums  originally  on  a  natural  premium 
basis  ?  A.  Those  are  fixed  on  natural  premium  basis  loaded  33  1-3 
per  cent. 

Q.  When  you  say  those  you  refer  to  what?    A.  Ten  year  plan. 

Q.  On  the  other  plans  we  have,  were  they  fixed  on  natural  pre- 
mium basis?  A.  Yes,  they  are  fixed  in  the  same  way  on  a  natural 
premium  basis. 

Q.  How  do  you  explain  the  fact  that  premiums  fixed  on  such 
a  basis  have  been  allowed  to  be  payable  for  so  many  years  at 
the  rate  for  the  age  at  date  of  entry?  A.  Well,  if  I  were  to  ex- 
plain it  upon  the  earlier  history  of  the  company  I  should  say  they 
were  more  anxious  to  get  business  than  they  were  to  adjust  the 
equities. 

Q.  It  was,  according  to  your  ideas  and  the  ideas  of  the  insur- 
ance men  an  impossible  situation  to  fix  premiums  on  a  natural 
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basis  which  implied  a  continual  increase  according  to  the  increas- 
ing age,  and  then  collect  the  premiums  continually  according  to 
the  rate  for  age  of  twenty  ?    A.  Absolutely  wrong. 

Q.  So  according  to  your  judgment  there  was  a  period  of  many 
years  when  the  company  was  proceeding  on  a  wrong  basis.  A. 
We  are  reaping  the  benefit  of  it  now. 

Q.  But  the  company  did  have,  in  addition  to  this  natural  pre- 
mi.um  an  excess  payment?    A.  Yes. 

Q.  And  what  was  that  used  for  apart  from  this  accumulation 
of  reserve  —  those  excess  payments?  A.  That  was  the  accumu- 
lation of  reserve  —  it  is  excess  payments. 

Q.  You  had  some  payments?  A.  There  were  the  annual  dues; 
they  were  used  for  expenses. 

Q.  Was  that  enough  to  meet  your  expenses?  A.  Yes,  sir, 
the  constitution  and  by-laws  and  later  the  policies  provided  that 
a  certain  class  of  expenses  should  be  charged  to  the  assessment 
and  the  balance  should  constitute  the  mortuary  fund  and  the 
expenses  are  divided  between  those  two — the  business  expenses, 
that  of  getting  business  and  so  forth,  the  annual  dues,  collections, 
taxe5,  licenses  are  from  the  mortuary  assessment. 

Q.  Apart  from  the  fact  that  you  were  collecting  according 
to  rates  at  age  of  entry  did  you  have  any  further  diilficulty 
by  reason  of  an  increased  rate  of  mortality  over  the  expectation? 
A.  We  have  had  since  the  putting  into  effect  the  increase  of  rates 
yearly. 

Q.  Didn't  you  have  it  before  or  was  the  whole  diffictilty  thereto 

due  to  the A.  The  whole  difBculty  thereto  was  due  to  their 

collecting  inadequate  premiums  by  remaining  at  the  original 
rate  of  entry. 

Q.  Let  me  ascertain  then  what  premiums  you  did  collect.  Take 
for  example  a  thousand  dollars  of  insurance,  age  25,  what  pre- 
mium was  charged  under  the  original  plan?  A.  Aside  from  the 
expenses  you  mean? 

Q.  Yes,  aside  from  the  dues?  A.  Aside  from  the, dues,  the 
mortuary  payment  was  based  upon  a  dollar  assessment.  After 
that  was  brought  to  a  regular  bi-monthly  payment,  which  is 
easier  to  reach  than  the  rate.  The  payment  at  age  25  was  $10.75 
a  thousand  a  year. 

Q.  And  what  were  the  dues?  A.  The  dues  up  to  1886,  were 
$2  a  thousand  and  up  to  and  including  1886,  $2  a  thousand,  and 
thereafter  $3  a  thousand  uniform  for  all  ages. 
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Q.  The  $10.76  is  the  total  for  the  year?    A.  Yes. 

Q.  And  the  annual  dues  would  make  the  total  payment  how 
much?    A.  $13.78. 

Q.  May  we  take  that  as  illustrative  of  the  payments  under 
all  these  classes  that  were  in  force  prior  to  1895?  A.  Prac- 
tically, yes.  They  had  not  attained  that  when  I  became  con- 
nected Avith  the  company.  In  the  earlier  years  the  assessments 
were  very  irregularly  made  and  this  would  be  no  guide  to  what 
was  paid  in  the  earlier  years  of  the  company. 

Q.  How  do  you  mean  the  assessments  were  irregularly  made? 
A.  I  will  show  you.  They  made  them  upon  the  basis  of  that 
table,  that  is  $1.25 — assessments  were  only  called  for  as  death 
Icsses  occurred,  and  in  1881  there  was  one  assessment  at  one  rate. 
In  1882  there  were  four  assessments  covering  four  rates.  In  1883 
and  1884  there  Avere  six  assessments  covering  six  rates  and  assess- 
ments each.  In  1885  there  were  six  assessments  but  they 
covered  seven  and  one-half  rates,  some  of  the  assessments  being 
one  and  a  half  and  some  one  and  a  quarter.  In  1886  there  were 
six  assessments,  but  they  covered  eight  rates.  In  1887  there 
were  six  assessments  and  they  covered  eight  and  three-quarter 
rates.     In  1888  there  were  six  assessments  covering  nine  rates. 

Q.  "What  do  you  mean  by  nine  rates?  A.  For  instance  a  man 
who  was  25  years  of  age  and  was  assessed  in  the  event  of  one 
death  a  dollar,  he  would  on  some  of  those  assessments — some  of 
those  six  assessments  be  assessed — called  to  assessment — that  is 
would  be  two  dollars  or  one  and  a  half  assessment  —  one  and  a 
half  dollars. 

Q.  What  Avould  be  nine  rates?  A.  Nine  rates  would  be  an 
assessment  and  a  half  on  each  of  the  state's  assessments  of  the 
year. 

Q.  In  other  words,  one  more  rate  would  be  fixed  for  the  year? 
A.  Yes. 

Q.  And  if  we  have  nine  that  is  practically  one  and  a  half? 

BY  THE  OHAIEMAIST: 

Q.  There  were  nine  times  one  rate  for  that  year?     A.  Yes. 

Q.  There  was  one  and  a  quarter  mixed  in  there?  A.  There 
Avas  one  in  1885 — they  issued  one  calling  for  one  and  one  quarter 
that  is  if  the  man  Avas  paying  a  dollar  on  an  ordinary  assessment, 
he  would  be  called  for  a  dollar  and  a  quarter. 


Testimony  of  George  D.  Eldridge.  2777 

Q.  Did  that  complete  their  earlier  list?  A.  Yes,  them  in  1899 
they  took  this  bi-monthly  table. 

BY  ME.  HUGHES: 

Q.  Yoiu  have  spoken  of  policies  which  in  effect  promised  a 
specific  snm  of  money,  and  not  simply  a  share  of  the  mortuary 
calls,  can  you  point  out  to  me  the  earliest  of  those  (Witness  ex- 
amines his  book  for  some  time).  You  can  find  some  of  those  for 
me  later.  Now,  despite  the  increase  of  the  rates  of  your  assesa- 
mente  in  1895  and  1898,  your  company  still  found  itself  unable 
to  meet  the  claims  upon  it,  did  it  not?     A.  No,  sir. 

Q.  Was  there  not  a  change  to  reduce  the  amount  payable  under 
its  policy?  A.  There  was  an  amendment  to  the  by-laws  having 
in  view  the  stopping  of  this  constant  increase  and  providing  by  a 
present  deduction  the  means  of  ultimately  stopping  the  constant 
increase  of  cost  and  bringing  a  guaranteed  amount  of  insurance. 

Q.  You  had  a  great  many  complaints  from  policyholders  due 
to  this  increase?     A.  Yes,  and  a  great  many  lapses^ 

Q.  And  in  consequence  you  thought  instead  of  increasing  the 
amount  of  assessments  to  decrease  the  amount  of  insurance?  A. 
We  suggested  a  plan  for  the  purpose  of  a  present  deduction  from 
the  insurance,  that  would  gradually  accumulate  a  fund  that  would 
ultimately  enable  a  stoppage  of  the  increase  and  still  a  payment 
of  the  full  amount. 

Q.  When  was  that  first  introduced?     A.  In  1901. 

Q.  Have  you  a  copy  of  the  by-law  that  was  then  adopted?  A. 
I  have  not  it  with  me,  but  I  can  give  it  to  you  this  afternoon. 

Q.  In  effect  you  by  by-law  put  a  lien  upon  the  outstanding 
policies?     A.  We  did. 

Q.  Now,  what  did  you  have  in  the  policies  that  we  have  intro- 
duced in  evidence  here,  which  you  claim  was  a  justification  for 
reducing  the  amount  of  the  insurance  by  by-law?  A.  The  pro- 
vision contained  in  the  application  and  in  some  of  the  policies 
making  the  contract  subject  to  the  constitution  and  by-laws  and 
the  amendments  thereto. 

Q.  Was  there  anything  in  the  policy  itself  which  provided  in 
express  terms  that  the  amount  of  insurance  could  be  reduced  by 
by-law?     A.  No,  I  don't  think  there  was. 

Q.  Now,  if  you  ■will  take  one  or  more  of  these  forms  that  you 
have  sh(wn  me  and  point  out  any  clause  in  the  policies  which 
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yoxLT  company  claims  justified  a  reduction  in  the  insurance  by 
by-law?     A.  There  is  no  specific  provision  in  any  of  the  policies. 

Q.  Is  there  any  provision  upon  which  you  base  the  claim  to  do 
it?  A.  We  claim  through  the  application  and  the  agreement  of 
the  policyholder  that  the  amendment  to  the  by-laws  adopted  by 
the  members  becomes  a  part  of  the  contract.  We  claim  that  the 
rate  of  assessment  exists  in  tha?e  policies  to  an  amount  necessary 
to  pay  the  loeses,  and  that  was  in  effect  an  assessment  for  that 
purpose. 

Q.  Well,  which  is  it,  that  you  claim ;  that  there  vs^as  an  assess- 
ment or  that  there  was  no  assessment,  but  a  right  to  reduce  the 
insurance?    A.  There  was  an  assessment  made  for  that  purpose. 

Q.  An  assessment  clause  to  the  amount A.  That  was 

reduced. 

Q.  That  was  reduced  ?    A.  Yes. 

Q.  Then  you  did  accomplish  it  through  that  means  ?  A.  We 
did. 

Q.  For  example,  if  a  man  had  a  policy  for  five  thousand  dol- 
lars which  at  times  was  running  under  an  increasing  rate, 
according  to  attained  age,  you  would  put  a  lien  on  it  of  thirteen 
hundred  dollars?  A.  It  would  be  according  to  what  was  re- 
quested. 

Q.  Was  that  about  what  was  done  on  a  five  thousand  dollar 
policy?  A.  Well,  I  should  say  that  the  lien  would  probably 
average  higher  than  that. 

Q.  How  much  higher?  A.  If  there  is  a  table  of  values  —  if 
Mr.  Dawson  has  a  table  of  values  —  by  the  actuary  table  here, 
on  a  whole  life  policy,  I  think  I  can  fix  it  quite  quickly.  (After 
figuring)  I  think  an  average  would  be  a  man  entering  at  age 
forty  if  he  had  been  in  fifteen  years  on  five  thousand  dollars  it 
would  be  just  about  thirteen  hundred  dollars. 

Q.  E"ow,  you  assess  him  at  one  clip  thirteen  hundred  dollars  ? 
A.  Yes. 

Q.  Then  you  let  him  pay  his  assessment  by  charging  that 
against  the  policy  ?    A.  Yes. 

Q.  In  the  form  of  a  lien?  A.  Yes. 

Q.  Now,  suppose  a  man  at  age  forty  had  insured,  five  thou- 
sand dollars  amount,  had  paid  for  fifteen  years,  how  much  would 
he  have  paid  to  the  company  according  to  your  assessments,  say 
he  took  his  policy  in  1890  —  call  it  1889?  A.  He  would  have 
paid  about  twelve  or  thirteen  hundred  dollars. 
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Q.  About  twelve  hundred  dollars  or  thirteen  hundred  dollars 
in  all?    A.  Yes. 

Q.  And  how  much  would  he  have  paid  up  to  1902  had  he 
been  insured  fifteen  years  before  that,  or  1901,  prior  to  the  time 
of  this  new  policy  ?    A.  About  that. 

Q.  Then  having  paid  twelve  hundred  dollars  or  thirteen  hun- 
dred dollars  and  having  been  insured  for  fifteen  years  and  being 
at  age  fifty-five,  his  annual  assessment  per  thousand  would  be 
how  much?  A.  Would  be  $29.45  a  thousand  —  $147.25  on  five 
thousand  dollars. 

Q.  Do  you  make  an  assessment  after  this  lien  has  been  charged 
on  the  full  face  of  the  policy  ?    A.  We  do. 

Q.  So  he  would  pay  at  the  rate  of  $29.45  at  age  fifty-five,  as 
against  thirteen  and  seventeen  cents  which  he  paid  at  age  of 
entry  per  thousand  ?    A.  Yes,  sir. 

Q.  He  would  pay  out  $29.45  at  age  55,  having  an  insurance 
for  $3,700  instead  of  $5,000?    A.  Immediately  payable,  yes. 

Q.  And  the  result  would  be  that  the  next  year  he  would  pay 
M'hen  at  age  56  $31.50  a  thousand  on  five  thousand  dollars?     A. 
Yes. 
-Q.  At  age  of  57,  $33.95  ?    A.  Yes. 

Q.  At  age  of  60,  $40.70?     A.  Yes. 

Q.  On  each  thousand?     A.  Yes. 

Q.  And  in  the  meantime  this  lien  or  charge  against  this  policy 
of  $1,300  would  carry  interest,  wouldn't  it?    A.  It  would. 

Q.  At  what  rate  ?    A.  Five  per  cent. 

Q.  And  that  would  be  a  charge  against  him  ?    A.  Yes,  sir. 

Q.  In  addition  to  these  assessments?    A.  Yes. 

Q.  And  if  he  died  what  would  his  estate  get,  $3,700  ?  A.  At 
that  age  for  a  few  years  the  lien  would  increase. 

Q.  Why  would  the  lien  increase  ?    A.  The  lien  and  interest. 

Q.  You  mean  by  the  interest A.  The  form  was  this :  The 

amount  of  assessment  with  interest  was  placed  on  one  side  and 
the  premium  on  the  whole  life  policy  at  original  age  of  entry 
also  charged.  Then  on  the  other  side  was  set  his  actual  pay- 
ments, and  the  balance  at  the  end  of  each  year  would  be  the  then 
lien  on  the  policy. 

Q.  Then  the  lien  would  tend  to  increase?  A.  It  would  tend 
to  increase  at  the  average  age  for  a  few  years. 

Q.  Explain  how  it  would  tend  to  increase  from  this  $1,300 
at  age  55,  and  what  it  would  be  if  he  lived  five  years  until  he 
became  sixty  ?    Just  draft  a  typical  account  for  a  year. 
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THE  WITNESS:  Wouldn't  it  be  better  for  me  to  draw  that 
up  and  give  it  to  you? 

ME.  HUGHES:   Yes,  it  is  almost  time  for  adjournment. 

Q.  Before  adjournment,  while  you  are  getting  up  a  typical 
case,  I  want  to  ask  what  notice  was  given  to  the  policyholders  of 
this  charge  against  the  policy?  A.  I  will  bring  you  the  form 
of  notice  this  afternoon. 

Q.  Was  there  a  notice?    A.  Yes. 

Q.  Was  there  an  agreement  with  the  policyholders  consenting 
to  the  reduction  of  the  insurance  ?  A.  There  was  on  the  levying 
of  this  assessment  a  regular  assessment  notice  sent  to  the  policy- 
holder with  notice. 

Q.  This  special  assesment?  A.  Of  its  charge  against  the  in- 
surance unless  paid. 

Q.  Suppose  the  policyholder  did  not  do  anything  about  it,  he 
received  the  notice  you  were  going  to  charge  him  a  special  assess- 
ment of  $1,300  on  his  five  thousand  dollar  policy.  Suppose  he 
threw  it  away,  then  you  would  charge  it  to  him  just  the  same  ? 
A.  If  he  continued  to  pay  his  assessments,  his  future  assessments. 

Q.  Then  you  did  not  ask  for  his  consent  at  all?  A.  We  did 
not  ask  for  his  formal  consent. 

Q.  You  assumed  by  reason  of  your  right  to  make  assessments 
you  had  a  right  to  make  that  kind  of  assessments  ?  A.  And  the 
continuance  of  his  contract  was  an  assent  thereto. 

Q.  That  is  his  continuance  of  the  payment  of  the  regular 
assessments  was  a  consent  to  your  charging  the  additional  assess- 
ment?   A.  Yes. 

Q.  Without  special  mention?    A.  Yes. 

Q.  Now,  if  you  will  make  up  a  typical  case  during  lunch  we 
will  take  it  up. 

BY  ME.  COX: 

Q.  I  do  not  understand  quite  why  this  new  rate  of  $27  would 
not  have  given  him  five  thousand  dollars  if  he  had  not  been  a 
policyholder  previously.  I  understood  that  to  be  the  new  rate, 
the  proper  rate. 

ME.  HUGHES:  The  rate  at  the  attained  age.  The  trouble  was 
you  were  in  a  position  where  you  could  not  afford  to  give  five 
thousand  dollars  assurance  even  at  the  rate  of  attained  age? 
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THE  WITNESS:  We  should  have  had  to  levy  a  still  further 
assessment. 

MR.  COX:  Is  it  a  fact  a  new  man  going  in  at  age  55  would 
have  an  advantage  over  your  previous  policyholder  who  had  been 
assessed  $1,300?  A.  Well,  we  are  not  admitting  members  at 
this  rate  into  the  company. 

BY  MR.  HUGHES: 

Q.  What  would  you  have  admitted  a  new  member  at  age  fifty- 
five  at  the  time  the  old  member  was  paying  twenty-nine  dollars 
and  forty-five  cents  a  thousand  at  that  age,  and  was  having  his 
policy  renewed  thirteen  hundred  dollars?  A.  At  age  fifty -five  — 
I  cannot  carry  the  rate  in  my  head. 

MR.  HUGHES:  You  can  get  that  during  lunch  all  right. 

Recess  until  2.30  P.  M. 


AFTER   RECESS. 

GEORGE  D.  ELDRIDGE  resumed. 

BY  MR.  HUGHES: 

Q.  I  asked  you  to  prepare  a  statement  giving  a  concrete  example 
of  the  manner  in  which  the  credit  charges  were  made  to  the 
policyholders.  Have  you  prepared  such  a  statement?  A.  There 
is  a  statement  that  not  only  would  cover  the  charges  that  have 
occurred  but  the  normal  continuance  of  it  to  the  time  of  the  ex- 
tinguishment of  the  lien. 

MR.  HUGHES:   I  offer  that  in  evidence. 

(Paper  marked  Exhibit  436.) 

Q.  This  is  a  statement  of  a  policy  for  five  thousand  dollars 
issued  in  1886  at  the  age  of  forty.  You  have  here  a  mention  of 
an  O.  L.  rate.  What  is  that  rate?  A.  That  is  on  ordinaj-y  life 
rate. 

Q.  At  what  age?     A.  At  age  forty. 

Q.  This  rate  that  you  have  now  mentioned  is  a  level  premium 
rate?     A.  Yes,  sir,  it  is. 
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Q.  Was  this  policy  written  with  that  rate?     A.  It  was  not. 

Q.  At  what  rate  was  the  insurance?  A.  It  was  written  under 
the  assessment  contract  with  the  increasing  tables  beginning  as 
of  age  —  the  rate,  exclusive  of  dues,  would  be  13.20. 

Q.  13.20?     A.  Yes. 

Q.  That  is  for  the  annual  payment  ?  A.  That  is  for  the  annual 
payment,  on  one  thousand. 

Q.  And  at  that  rate  the  payments  were  made  until  1895?  A. 
That  was  issued  in  1886  —  yes. 

Q.  And  at  what  rate  per  thousand  was  the  assessment  made? 
A.  At  the  annual  rate  per  thousand  of  14.94. 

Q.  Then  in  1898  what  rate  of  annual  assessment  per  thousand 
was  fixed?  A.  The  issuance  was  1886,  that  would  be  in  twelve 
years,  $22.68  per  thousand  annually. 

Q.  And  from  that  time  to  the  present  the  rate  has  increased  in 
what  way?  A.  At  age  53  the  annual  rate  would  be  $24.96;  at  54, 
it  would  be  $27.18;  at  55,  it  would  be  $29.46;  56,  $31.68;  57, 
$33.96;  58,  $36.18;  59,  $38.46;  60,  $40.68. 

Q.  Would  the  increasing  rate  stop  at  the  amount  fixed  at  age 
60?     A.  It  would  not. 

Q.  Or  would  it  continue  to  increase  thereafter?  A.  It  would 
continue  to  increase. 

Q.  And  in  addition  there  were  the  ten  dollars  dues  annually? 
A.  Yes. 

Q.  What  are  these  calls  mentioned  on  this  sheet?  A.  Those 
are  the  calls  which  on  this  particular  policy  the  rate  would  change 
because  of  the  birthday,  to  give  the  rate  for  the  succeeding  six 
calls. 

Q.  Thosebeing  the  calls  per  thousand,  I  suppose?  A.  jSTo,  that 
being  the  call  for  five  thousand,  that  would  be  the  call  for  five 
thousand. 

Q.  How  many  of  these  calls  mentioned  on  this  would  be  for  a 
year?     A.  Six. 

Q.  Then  in  1901  a  lien  was  declared?     A.  Yes,  of  $1,278.50. 

Q.  That  was  a  lien  declared  or  charged  as  the  result  of  an  as- 
sessment of  that  amount?     A.  Yes. 

Q.  You  have  interest  added,  20'8  days,  $36.43.  That  is  interest 
for  what  period?  A.  That  is  interest  for_208  days,  bringing  it 
up  to  the  next  day  of  the  change  of  assessment,  to  make  it  even 
with  years. 

Q.  Then  you  have  the  next  item,  4  premiums  ordinary  life, 
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$118.  What  does  that  represent?  A.  That  represents  the  pre- 
miums as  put  originally,  age  forty,  on  level  premium  policies. 

Q.  Was  this  policy  changed  to  a  level  preniiuni  policy  at  the 
time  this  lien  was  charged?  A.  The  provision  of  the  contract  is 
that  there  shall  be  charged  against  the  policyholder  each  year  the 
interest  on  the  lien,  the  annual  premium  on  a  level  rate  policy  at 
the  age  of  original  entry.  That  ?hall  be  his  debit,  and  against 
that  shall  be  credited  all  payments  he  makes  in  order  to  strike  a 
balance  at  the  end  of  the  year,  in  order  to  determine  the  then  lien. 

Q.  You  say  this  was  a  provision  of  the  contract.  What  con- 
tract?    A.  This  is  a  provision  of  the  by-laws. 

Q.  Not  of  any  contract  except  as  you  construe  the  original 
policy  to  incorporate  therein  any  change  in  the  by-laws  you  may 
make?     A.   That  the  policyholders  may  make. 

Q.  Well,  that  is  made  by  the  company?  A.  Yes,  constituted  of 
policyholders. 

Q.  This  O.  L.  rate  then  of  29.50  mentioned  at  the  top  of  this 
sheet  is  not  a  rate  that  at  any  time  was  actually  levied  or  paid,  but 
the  rate  at  which  there  was  a  charge  according  to  the  by-law  against 
the  policy  in  addition  to  the  amount  of  the  lien?     A.  Yes. 

Q.  There  being  on  the  other  hand  a  credit  to  the  policyholder 
of  the  amount  of  the  calls  paid  during  the  year  ?     A.  Yes. 

Q.  We  have  that  as  an  illustration  for  the  year  1901  these 
charges:  Eeserve  liens,  $1,278.50;  interest,  208  days,  $36.93;  4 
premiums  O.  L,,   $118;  total,  $1,432.93,  and  a  credit  of  four 

special  calls  and  one  year's  due A.  Well,  it  means  four  calls, 

the  special  calls  go  in  there,  four  calls  and  one  year's  dues. 

Q.  Four  regular  calls  and  one  special  call  ?  A.  !N"o,  there  is  no 
special  call  there. 

Q.  Four  ordinary  calls  and  one  year's  dues  aggregated  $96.20  ? 
A.   Yes. 

Q.  Which,  being  deducted  from  the  total  of  $1,432.93,  leaves 
the  charge  for  that  year  $1,336.73  ?    A.  Yes,  sir. 

Q.  I  notice  that  you  say  four  O.  L.  premiums  are  deducted, 
$118.  Why  four  ?  A.  Because  that  would  bring  the  policy  ac- 
coimt  up  to  the  end  of  the  policy  year. 

Q.  Then  this  $29.50  O.  L.  rate  is  a  rate  for  what  period?  A. 
Bi-monthly. 

Q.  And  in  a  normal  year  there  Would  be  six  of  those  ?  A.  Six 
of  those. 

Q.  So  that  the  credit  of  four  calls  is  made  for  four  calls  for 
the  same  reason  ?    A.  Yes. 
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Q.  But  in  siicceeding  years  you  add  interest  for  a  full  year, 
you  add  six  premiums  at  the  ordinary  life  rate,  you  make  a  credit 
of  the  six  calls,  and  also  if  there  has  been  any  special  call  you  in- 
clude that  ?  A.  Yes,  but  let  me  say  here  that  in  making  this  up  I 
did  not  include  special  calls  but  put  it  on  the  basis  of  what  the 
regular  calls  would  be.  If  there  were  any  special  calls  they  would 
make  the  time  when  it  would  be  wiped  out  later,  but  this  I  put  on 
the  normal  basis  of  six  calls  only,  with  no  specials  added  in. 

Q.  What  does  the  E'o.  1  after  special  call  mean  in  each  in- 
stance ?    A.  One  year's  dues. 

Q.  Then  it  does  not  mean  that  there  are  any  special  calls  ? 
A.  There  are  no  special  calls  taken  into  account  in  that  statement. 

Q.  We  find  that  after  the  end  of  1901  that  the  net  charge  is 
$1,336.73,  at  the  end  of  1902  the  net  charge  is  $1,417.71,  at  the 
end  of  1903  the  net  charge  is  $1,491.49,  at  the  end  of  1904  the  net 
charge  is  $1,557.71  and  at  the  end  of  1905,  according  to  your 
calculation,  the  net  charge  will  be  $1,615.99  ?    A.  Yes. 

Q.  At  the  end  of  1906  $1,665.94  and  so  on  until  you  hare  here 
at  the  end  of  1910  $1,679.84,  at  the  end  of  1911  $1,626.18,  at 
the  end  of  1912  $1,547.33. 

THE  CHAIEMAlSr:  Is  that  computation  carried  far  enough 
to  show  how  soon  the  assured  would  owe  the  company  money  ? 

MR.  HUGHES :  I  am  coming  to  that.  '      ' 

Q.  1915  it  appears  you  got  this  reduced  to  $1,130.13.  How 
does  that  reduction  come  about  ?  A.  It  comes  about  by  the  amount 
of  the  assessment  levied  by  the  normal  rate  exceeding  the  charges 
against  the  policy. 

Q.  In  other  words,  as  a  man  grows  older  his  assessments  in- 
crease, the  amount  which  he  will  be  credited  by  reason  of  his 
calls  will  exceed  the  amount  by  which  he  will  be  debited  by  reason 
of  the  interest  and  the  ordinary  life  premium  ?    A.  Yes. 

Q.  And  when  that  time  is  reached  there  will  be  something  to 
reduce  the  principal  of  this  charge  ?    A.  Yes. 

Q.  At  1915  this  man  will  be  how  old,  when  his  charge  is 
$1,130.15  ?    A.  69.  

Q.  He  will  be  69  years  old 

THE  CHAIRMAN:  How  much' will  he  be  paying  then  a 
year.  "  ... 
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Q.  Now,  at  that  time  for  the  year  1915  we  will  say  his  charge 
is  $1,355.70.  Then  the  interest  added  is  $65.28,  the  charge  for 
the  six  premiums  and  the  ordinary  life  is  $177,  making  the  total 
charge  $1,547.98,  at  that  time  without  reference  to  special  calls 
his  regular  calls  amount  to  $417.35  ?    A.  Yes. 

Q.  So  that  at  that  time  he  would  be  paying  the  company 
$417.85  on  a  policy  calling  on  its  face  for  $5,000,  but  which  is 
actually  good  for  $3,870?     A.  That  would  be  the' net  payment. 

Q.  Then,  at  the  end  of  1916,  having  paid  the  amounts  men- 
tioned here,  that  is,  having  paid  in  that  year  $455.35,  the  charge 
is  reduced  to  $908.28?     A.  Yes. 

Q.  And  so  on  until  we  come  to  the  end  of  the  year  1918  when 
by  reason  of  his  paying  $540.85  in  that  year  the  net  charge  is  re- 
duced to  $302.25?     A.  Yes. 

Q.  And  then  at  the  end  of  1919  his  payment  to  the  company 
amounts  to  $587.65  for  that  year  against  the  total  charge  of 
$494:36  and  the  lien  is  then  wiped  out  and  there  is  a  balance  a 
little  to  his  credit?     A.  Yes,  a  little  to  his  credit. 

Q.  And  at  that  time  he  will  be  73  years  old  ?     A.  73  years  old. 

Q.  Now,  what  amount  will  he  have  paid  on  that  policy  to  that 
time,  ignoring  any  special  call- — ^in  other  words,  we  understand 
that  at  the  start  of  this  at  age  40  when  this  lien  was  charged 
against  his  policy  he  had  paid  in  twelve  or  thirteen  hundred  dol- 
lars. What  were  the  ordinary  amounts  under  ordinary  calls 
and  dues  which  he  will  have  paid  from  that  time  until  the  time 
the  lien  is  wiped  'out?  Gila  it  to  me  approximately.  A.  He 
would  have  paid  about  $7,000. 

EY  ME.  COX: 

Q.  Including  the  $1,200?     A.  Yes,  that  is  approximately. 

BY  MR  HUGHES: 

Q.  Now,  as  a  matter  of  fact,  there  have  been  special  calls  since 
this  lien  was  put  upon  the  policy?     A.  Yes. 

Q.  In  addition  to  the  ordinary  calls?     A.  Yes. 

Q.  Now,  start,  please  with  1901  and  show  me  what  the  special 
calls  have  been?  A.  1901  the  special  calls  were  about  $73,  in 
1902  I  think  it  was  $26,  $56  in  1904  and  say  $64  this  year. 

Q.  In  1903  did  you  have  any,  or  did  you  take  that  into  con- 
88 
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sideration?     A.  Yes,  about  $219,  that  would,  however,  reduce 
the  balance  against  him  to  that  extent. 

Q.  Yes,  the  balance  would  be  reduced  to  that  extent  according 
to  the  yearly  calls  and  the  amount  he  paid  would  be  increased 
to  that  extent?     A.  Yes. 

THE  CIIAIEMA]Sr:  The  net  result  would  be  the  same,  that 
he  would  have  paid  in  approximately  $7,000  before  the  lien  was 
extinguished. 

THE  WITNESS:  Before  the  lien  was  extinguished. 

Q.  E^ow,  suppose  the  lien  to  the  age  of  73  and  this  lien  is  ex- 
tinguished and  his  policy,  according  to  its  face,  calls  for  $5,000. 
In  case  of  his  death  how  much  wiU  the  beneficiary  of  the  policy 
receive?     A.  $5,000. 

Q.  Will  he  receive  any  more?     A.  E'o. 

Q.  From  any  accumulations  or  otherwise?  A.  Oh,  well,  if 
there  were  any,  but  there  probably  would  be  none. 

Q.  Would  he  receive  any  share  of  the  investment  of  the  moneys 
that  have  been  paid  in  from  time  to  time?  A.  No,  because  the 
calls  would  only  be  the  cost  of  the  insurance, 

BY  ME.  COX: 

Q.  What  would  the  premium  rate  be  for  continuing  on  that 
policy,  supposing  the  insured  lived  beyond  that  period? 

BY  MK.  HUGHES: 

Q.  Well,  the  premium  rate  for  the  last  year,  1919,  was  how 
much?     A.  $587.     Thereafter  it  would  be  $177  a  vear. 

Q.  $177?    A.  $177. 

Q.  Why?  A.  Because  by  having  extinguished  this  lien  he 
becomes  entitled  under  the  by-law  to  have  his  policy  continued 
at  the  whole-life  rate  at  age  of  original  entry. 

Q.  But  that  does  not  apply  until  he  has  lived  to  a  time  when 
the  lien  will  be  discharged  in  this  matter  of  accounting  ?     A.  No. 

Q.  Have  you  the  by-law  which  you  originally  adopted  in  1901  ? 
A.  There  is  a  copy  as  it  was  sent  to  each  member  before  the 
meeting. 

Q.     And  was  it  adopted  without  change  ?     A.  Yes. 

Q.  That  is  article  7  ?     A.  That  is  article  7. 
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Q.  And  the  particular  part  of  Article  7  relating  to  this  matter 
is  sections  2  and  3?     A.  Yes. 

Q.  That  covers  the  whole  matter,  does  it  not  ?  A.  That  covers 
the  whole  matter. 

MR.  HUGHES :     I  offer  these  sections  in  evidence. 

(Sections  marked  Exhibit  No.  437.) 

Q.  Before  I  read  this  let  me  ask  you  if  this  was  sent  or  if  this 
proposed  change  was  sent  to  every  member?  A.  It  was  sent  to 
every  member. 

Q.  Were  they  informed  that  a  meeting  of  members  had  passed 
upon  it?  A.  You  will  find  the  notice  of  it  at  the  end  of  the 
by-law. 

Q.  Have  you  a  record  here  of  the  meeting  of  the  members 
at  which  this  by-law  was  adopted?  I  would  like  to  have  it. 
Do  you  remember,  as  a  matter  of  fact,  if  the  members  voted 
by  proxy  at  that  meeting  ?     A.  They  did. 

Q.  Who  held  the  proxies?  A.  The  president  of  the  com- 
pany, Frederick  A.  Bumham. 

Q.  Did  he  vote  upon  this  by-law  under  the  proxies  which 
he  had  originally  received,  or  did  he  get  his  first  special  proxy 
for  that  meeting?     A.  He  voted  under  the  regular  proxy. 

Q.  Under  the  proxies  which  had  been  in  the  hands  first  of 
Mr.  Harper  and  then  of  Mr.  Bumham  ?  A.  ISTo,  Mr.  Bumham 
has  never  voted  any  proxies  that  were  issued  to  Mr.  Harper. 

Q.  So  that  the  vote  was  under  the  proxies  which  had  been 
received  by  Mr.  Burnham  in  the  manner  shown  in  the  earlier 
stages  of  the  investigation?     A.  Yes. 

Q.  How  many  members  attended  in  person?  A.  I  could  not 
tell. 

Q.  We  can  have  the  record  of  that  shortly,  and  I  wiU  now 
read  that  upon  the  record. 

Mr.  Hughes  then  read  Exhibit  No.  437. 

Q.  Now,  was  there  a  further  amendment  of  the  by-laws  at  the 
time  of  the  reincorporation  ?  A.  At  the  annual  meeting  succeed- 
ing the  reincorporation. 

Q.  And  at  that  time  was  this  by-law  somewhat  simplified? 
A.  It  was. 
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Q.  Have  you  a  copy  of  that  there?     A.  (Witness  produces 
book.) 

MK.  HUGHES:     Is  this  the  by-law? 

THE  WITNESS:     Yes,  sir. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Sections  2  and  3  marked  Exhibit  ISTo.  438.) 

Q.  And  are  these  by-laws  you  now  show  me  now  in  force  ?  A. 
Yes,  sir. 

Mr.  Hughes  then  read  Exhibit  ISTo.  438. 

Q.  JSTow,  I  desire  to  direct  your  attention  to  a  letter  which  has 
been  addressed  to  counsel  of  the  Committee  or  rather  which  in- 
closes a  letter  addressed  to  the  Governor  of  one  of  the  states  where 
you. do  business,  to  ascertain  whether  the  facts  are  as  stated  here. 
It  is  a  letter  under  date  of  August  3d,  1905,  saying  that  the  writer 
is  a  holder  of  Policy  40,291  issued  in  December,  1885,  by  the 
Mutual  Reserve  Life  Insurance  Company  of  New  York  for  $5,000 
and  proceeds  as  follows:  "At  the  expiration  of  the  first  quin- 
quennial period  this  company  reported  to  me  that  I  had  paid  in 
excess  of  the  sum  required  to  meet  mortuary  claims  and  reserve 
and  issued  to  me  a  so-called  bond  for  sum  payable  ten  years  there- 
after. Upon  the  expiration  of  said  ten  years  instead  of  paying 
the  so-called  bond  or  crediting  it  to  the  premium  account  they 
levied  against  me  unusual  and  extraordinary  charges  sufficient  in 
amount  to  completely  wipe  it  out."  Is  that  the  fact  ?  A.  I  do  not 
think  that  that  is  a  fair  statement  of  the  facts. 

Q.  What  would  be  a  fair  statement  of  the  facts?  A.  A  fair 
statement  of  the  fact  is  that  the  requirements  for  death  loss  pay- 
ments required  these  assessments  but  at  the  expiration  of  fifteen 
years  he  had  as  a  credit  against  that  the  amount  of  his  bond  and 
if  he  had  not  had  such  a  bond  the  same  assessment  would  have 
been  levied  against  him  -and  he  would  have  had  to  pay  the  whole 
thing  in  cash  instead  of  paying  the  reduced  amount. 

Q.  The  fact  then  is  as  stated  that  the  assessments  levied  did 
wipe  otit  the  amount  of  the  bond  but  if  the  bond  had  not  been 
in  existence  he  would  have  had  to  make  an  equivalent  cash  pay- 
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ment?  A.  Yes,  that  is  the  assessments  over  a  period  of  time;  not 
the  assessments  at  the  end  of  the  fifteen  years  by  any  means. 

Q.  At  the  end  of  the  fifteen  years  when  this  first  bond  matured 
was  there  any  balance  of  credit  over  and  above  the  special  as- 
sessments levied,  so  that  everything  remained  payable  to  the  as- 
sured under  the  bond?  A.  There  was  nothing  payable  to  the 
assured  under  this  bond;  in  any  event  it  would  not  be  applied  to 
the  payment  of  assessments. 

Q.  Have  you  the  form  of  bond  which  was  issued  under  such 
a  policy  as  that  of  1885  mentioned  here  ?  A.  We  have  it,  but 
I  do  not  think  we  have  it  here.  We  can  get  it  under  that  very 
policy  if  you  wish. 

Q.  I  have  here  a  credit  bond  of  the  class  of  1881,  quinquennial 
bond;  it  says  "  Second  period."  Is  that  the  form  of  the  bond 
which  was  issued  at  the  expiration  of  five  years  on  the  policy  writ- 
ten in  1885  ?  A.  I  could  not  state  positively  because  each  one  ol 
the  years  had  a  form  of  bond;  I  am  not  sufiiciently  familiar  be- 
cause I  was  not  there  with  the  company  at  the  time  it  would  be 
issued. 

Q.  Are  you  able  to  state  whether  at  ,the  expiration  of  ten  years 
from  the  time  the  first  bond  yas  issued  there  would  be  under  the 
terms  of  such  a  bond  anything  payable  in  cash  ?  A.  There  would 
not  be  on  such  a  policy. 

Q.  The  amount  would  be  simply  the  subject  of  credit  against 
assessments  ?    A.  Future  dues  and  assessments. 

Q.  ISTow,  as  a  matter  of  fact  did  the  bonds  issued  maturing  in 
18  from  the  date  of  policies  written  in  1885  have  a  credit 
against  this  assessment,  or  Avas  the  credit  to  which  the  policy- 
holder was  entitled  imder  the  bond  exhausted  by  the  assessments 
paid  previously?  A.  It  has  a  credit  on  account  of  future  assess- 
ments. 

Q.  It  did  have?     A.  It  did  have. 

Q.  Can  you  tell  me  how  much?  A.  It  would  vary  with  the 
bond ;  whatever  the  face  of  the  bond  was  was  allowed  toward  the 
payment  of  future  dues  and  assessments. 

Q.  This  gentleman  says  tliat  on  the  expiration  of  the  ten  years 
your  company  levied  unusual  and  extraordinary  charges  sufiicient 
in  amount  to  completely  wipe  out  the  amount  which  he  was  to  b" 
credited  in  accordance  with  the  bond.  A.  He  implies  there  i 
should  think  that  those  were  levied  for  the  purpose  of  wiping  out 
that  bond.     The  assessments  had  of  course  increased  materiallv 
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with,  the  increased  age,  but  he  still  got  a  credit  on  account  of  those 
increased  assessments  of  the  full  amount  of  the  bond. 

Q.  Without  any  reference  to  the  purpose  of  it,  what  in  fact  was 
the  result — ^were  there  assessments  levied  which  offset  the  entire 
amount  credited  under  the  bond  at  the  expiration  of  the  bond 
period.    A.  There  was  not. 

Q.  To  what  extent  were  the  assessments  levied  or  had  they  been 
levied  which  would  exhaust  the  credit?  A.  No  assessments  had 
been  levied  against — during  the  15  years  that  would  in  any  way 
touch  the  credit,  but  on  the  regular  assessments,  or  if  special  were 
levied  on  the  entire  class.  After  the  expiration  of  15  years  lie 
would  receive  credit  for  his  bond  until  the  fund  was  exhausted  in 
paying  those  assessments,  and  then  he  would  go  on  to  pay  his  as- 
sessments again  in  cash  like  other  members. 

Q.  That  is  the  scheme;  but  I  wanted  to  know  what  the  actual 
result  was  at  this  time.  So  in  1900  at  the  expiration  of  15  years 
from  the  issuance  of  the  policy  what  would  he  have  by  virtvie 
of  this  bond  to  his  credit?  A.  I  would  like  to  look  up  with 
reference  to  the  policy  itself  as  to  what  the  amount  of  the  bond 
was. 

Q.  I  have  referred  to  this  letter  because  it  has  been  addressed 
as  I  say,  to  a  governor  of  a  State,  furnished  to  a  superintendent 
of  insurance,  and  again  addressed  to  counsel,  and  I  would  like 
to  have  you  state  the  account  of  that  party.  A.  We  should  be 
very  glad  to  do  so — ^very  glad. 

Q.  The  letter  proceeds :  "  Upon  the  expiration  of  the  second 
quinquennial  period  they  issued  to  me  another  pretended  bond 
representing  the  sums  I  had  paid  in  excess  of  mortuary  and  re- 
serve requirements.  This  pretended  bond  I  still  hold.  At  the  ex- 
piration of  the  third  quinquennial  period,  having  regularly  paid 
my  premiums  in  the  meantime,  I  was  cooly  notified  by  this  con- 
cern that  I  owed  them  something  like  $1,300' — and  if  I  did  not 
pay  them  this  amount  p.  d.  q.  they  would  charge  it  as  a  lien  against 
my  policy  and  continue  charging  me  five  per  cent,  per  annum 
thereon  as  long  as  they  felt  in  that  mood  " — is  that  accurate  1  A. 
It  is  not. 

Q.  In  what  respect  is  it  inaccurate?  A.  The  assessment  to 
which  he  refers  was  undoubtedly  this  reserve  assessment.  Whether 
it  fell  coincident  with  the  expiration  of  his  twenty  years  of  mem- 
bernhip  of  course  I  do  not  know  without  referring  to  the  record  of 
the  policy.  The  notification  was  the  regular  assessment  notice 
sent  to  every  member  affected  by  that  assessment. 
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Q.  Have  you  a  copy  of  tlie  assessment  nol-ce  sent  out  for  this 
special  assessment?     A.  I  have  (producing  pap^r). 

MR  HUGHES :  I  will  offer  it  in  evidence. 

(Paper  marked  Exhibit  439  and  read  by  Mr.  Hughes.) 

THE  WITNESS:  And  perhaps  with  that  you  will  take  the 
explanatory  letter  that  accompanied  it. 

Q.  There  was  an  explanatory  letter  accompanying  it?  A. 
Yes. 

ME.  HUGHES:  The  explanatory  letter  is  offered  in  evi- 
dence. 

Letter  marked  Exhibit  440  and  read  by  Mr.  Hughes. 

Q.  IsTow,  the  amounts  which  the  Society  secured  in  effect  by 
the  creation  of  these  charges  against  their  outstanding  in- 
surance were  equal  to  the  amount  of  the  reserve  which  upon 
such  policies  they  were  compelled  to  put  up  to  comply  with 
the  law  at  the  time  of  their  reorganization?  A.  No,  sir,  this  had 
nothing  to  do  with  that. 

Q.  ISTothing  whatever?  A.  ISTo.  Let  me  explain.  These 
liens  have  never  been  included  as  an  asset  of  the  company 
in  any  way,  shape  or  manner.  This  applies  only  to  about 
3,000  policies  and  they  have  not  been  included  as  assets  of  the 
company. 

Q.  But  you  did  have  to  provide  for  those  policies  a  reserve 
of  some  $3,000,000  I  understand?  A.  No,  not  on  those 
policies. 

Q.  How  much  was  the  reserve  you  had  to  provide  on  those 
policies?     A.  Oh,  the  reserve  on  those  policies  about  $150,000. 

Q.  That  is  all?    A.  Yes. 

Q.  What  was  the  aggregate  of  the  lien  which  you  put  upon 
the  policies  ?  A.  On  the  policies  now  outstanding  the  lien  would 
be  about  a  million  dollars. 

Q.  At  that  time  what  would  it  have  been?  A.  Well,  the 
policies  then  outstanding  probably  amounted  to  $12,000,000;  it 
was  probably  between  two  and  a  half  million  dollars  and  three 
million  dollars — the  lien. 

Q.  So  that  you  reduced  your  outstanding  risks  at  the  time 


2792  Legislative  Insurance  Investigation. 


by  about  two  and  a  haf  million  dollars?  A.  If  those^  con- 
tracts were  contracts  that  called  for  the  full  face  of  the  insur- 
ance we  claim  they  all  being  issued  prior  to  the  enactment  of 
the  law  of  October  1,  1892,  were  conditioned  upon  the  collection 
of  the  amount  from  assessments. 

Q.  And  had  you  previous  to  1901  included  in  your  statement 
of  outstanding  insurance  the  full  amount  of  the  face  of  these 
policies?    A.  We  had. 

Q.  You  have  said  that  these  liens  under  the  amendment  of 
Section  3  of  Article  7  of  your  by-laws  or  rather  the  loans 
Vi'hich  you  regard  as  securities  for  charges  upon  the  policy 
are  not  included  upon  your  assets?  What  liens  charged 
against  policyholders  are  included  in  your  assets?  Q.  Only 
where  the  policyholder  has  exchanged  an  assessment  contract 
for  a  level  reserve  contract  through  an  application  signed  by 
himself,  and  has  applied  to  have  the  age  fixed,  as  of  his  original 
age  and  entry  and  has  given  a  note  or  certificate  of  lien  for  the 
reserve  that  would  have  accumulated  within  that  time,  and 
then  only  in  each  case  to  an  amount  not  exceeding  the  liability 
charged  as  reserve  against  the  company  by  the  Department. 

Q.  What  amount  of  the  loans  made  to  policyholders  on  the 
company's  policies  assigned  as  collateral  aggregating  in  your 
report  of  December  31,  1904,  $1,869,548.19  is  made  up  of 
a  charge  against  policies  where  the  cash  has  not  been  advanced 
to  the  policyholder?  In  other  words  I  have  in  mind  the  dis- 
tinction between  the  ordinary  case  of  a  man  who  wants  to 
borrow  on  his  policy  and  come  to  you  and  get  the  loan 
and  the  case  either  by  agreement  with  him  or  otherwise  where 
his  policy  becomes  charged  with  some  amount?  A.  I  should 
say  offhand  that  $1,700,000  of  that  represented  the  certificates 
or  notes  that  had  been  given  where  policies  had  been  ex- 
changed at  original  age  of  entry  and  the  policyholder  had  not 
paid  the  reserve. 

Q.  Where  there  had  been  in  effect  an  agreement  with  him 
whereby  his  policy  should  become  charged  with  a  certain 
amount?  A.  Yes,  the  amount  of  reserve  at  the  time  of  ex- 
change. 

Q.  Can  you  now  produce  the  minutes  of  the  20th  Annual 
]\reeting  of  the  members  of  the  Mutual  Reserve  Fund  Life 
Association,  held  on  January  23,  1901?     A.  Yes,  sir, 

(Producing  same.^ 
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ME.  HUGHES:  I  now  read  from  tliat  minute  tlie  follow- 
ing extracts. 

"Twentieth  Annual  Meeting  of  the  Mutual  Reserve  Fund 
Life  Association  was  held  at  the  principal  offices  of  the  Asso- 
ciation in  the  Mutual  Reserve  Building,  Nos.  305,  307,  309 
Broadway,  comer  of  Duane  Street,  New  York  City,  on  Wed- 
nesday, January  23,  1901,  at  one  o'clock  P.  M.  There  were 
present  in  person  and  by  proxy  thirty-foxir  thousand  and  one 
members.  The  meeting  was  called  to  order  by  President 
Frederick  A.  Burnham  in  the  chair,  Charles  W.  Camp,  the 
Secretary. 

The  Secretary  read  the  call  for  the  meeting  as  follows:" 

"The  Secretary  announced  that  all  members  of  the  Associa- 
tion have  been  notified  of  the  meeting  either  personally  or 
by  mail  in  the  mode  and  manner  prescribed  and  required 
by  law.  The  notice  of  the  meeting  had  been  published  in 
three  daily  newspapers  in  the  city  of  ISTew  York  for  six  days 
prior  to  the  date  of  the  annual  meeting  and  further  that  a  copy 
of  the  proposed  constitution  or  by-laws  with  notice  of  the 
time  and  place  of  its  proposed  adoption  had  as  required  by  law 
had  been  sent  to  all  the  members  of  the  Association.  The 
proofs  of  the  sending  of  a  copy  of  the  proposed  constitution 
and  by-laws  and  the  notice  of  the  time  and  place  of  its  adop- 
tion were  produced  by  the  Secretary.  Received,  and  on 
motion  duly  seconded  and  unanimously  ordered  on  file  and  to 
be  spread  in  full  upon  the  minutes." 

Then  follows  an  afiidavit  of  Daniel  T.  Kimbark  as  to  the 
mailing  of  notices,  and  also  an  afiidavit  of  Charles  H.  Bogert, 
Jr.,  as  to  mailing  of  notices  to  policyholders  of  the  United 
States.     The  minutes  proceed  as  follows: 

"The  Secretary  further  announced  that  a  copy  of  the  pro- 
posed amended  constitution  or  by-laws  had  been  submitted 
in  writing  to  the  Executive  Committee  more  than  thirty  days 
prior  to  the  date  of  the  meeting.  The  report  of  the  Executive 
Committee  was  read  by  Vice-President  George  E.  Eldridge, 
chairman. 

When  the  hour  of  two  P.  M.  arrived  the  reading  of  such 
report   was  suspended,    and  the  President,   Frederick  A.   Burn- 
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Lam,  declares  the  polls  open  for  the  casting  of  ballots  for  the 
election  of  George  D.  Eldridge,  Charles  E.  Mabie  and  Elmer  E. 
Miller,  whose  terms  of  ofHce  expired,  and  also  asked  the  con- 
sent of  the  members  to  the  consideration  of  a  vote  upon  the 
adoption  of  the  proposed  amended  constitution  or  by-laws, 
which  consent  was  unanimously  given,  and  the  ballots  were 
tliereaftcr  and  until  3  P.  M.  received.  The  reading  of  the 
report  and  of  all  other  business  except  considerfition  of  said 
proposed  amended  constitution  and  by-laws  and  balloting  afore- 
said, being  in  the  meantime  suspended. 

At  3  P.  M.  the  president,  Frederick  A.  Burnham,  after  in- 
quiring if  all  the  members  present  desiring  to  vote  had  done 
?o,  and  no  member  still  desiring  to  vote  -presenting  themselves, 
declared  the  polls  closed  and  the  inspectors  of  election  there- 
upon closed  the  polls  and  thereupon  retired  to  count  the  votes. 
The  reading  of  the  report  of  the  Executive  Committee  was  there- 
upon continued  and  concluded. 

On  motion  it  was  unanimously  ordered  that  the  report  as  read 
by  George  D.  Eldridge  be  received,  approved,  ordered  on  file  and 
spread  upon  the  minutes.  The  treasurer  thereupon  read  his  re- 
port, and  on  motion,  duly  seconded,  the  same  was  ordered  re- 
eei^-ed,  approved  and  placed  on  file  and  spread  upon  the  minutes. 

Secretary  Charles  W.  Camp  read  his  report  and  on  motion,  duly 
seconded,  it  was  unanimously  ordered  received,  approved,  placed 
on  file  and  spread  upon  the  minutes. 

The  inspectors  of  election  presented  their  report  as  follows: — 

Then  follows  the  report  of  the  inspectors,  which  in  effect  is 
as  follows: 

33,931  ballots  cast  by  proxy  for  George  D.  Eldridge,  68  votes 
cast  in  person  for  George  D.  Eldridge,  maldng  33,999  ballots 
cast  for  George  D.  Eldridge. 

33,931  votes  cast  for  Frederick  A.  Burnham;  YO  votes  cast  in 
person  for  Fredericlc  A.  Burnham,  making  34,001  votes  cast  for 
Frederick  A.  Burnham  as  director. 
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33,931  votes  cast  by  proxy  for  Elmer  A.  Miller  as  director 
and  YO  ballots  duly  cast  in  person  for  Elmer  A.  Miller,  making 
in  all  34,001  votes  cast  for  Elmer  A.  Miller  as  director. 

One  other  vote  cast  for  A.  0.  Wall  as  director. 

33,931  votes  were  duly  cast  by  proxy  in  favor  of  the  adop- 
tion of  the  proposed  amended  constitution  or  by-laws  and  60  votes 
were  cast  in  person,  making  in  all  33,991  votes  cast  in  favor  of  the 
adoption  of  the  proposed  amended  constitution  or  by-laws,  and 
one  other  vote  was  cast  against  it. 

Then  follows  the  resolution  that  the  report  of  the  inspectors 
of  election  be  accepted. 

Q.  W]»o  were  present  at  that  meeting?  A.  Personally  I  do 
not  know  all  of  them.  Many  of  them,  of  course — if  that  is  what 
the  question  is  aimed  at,  were  of  course  employees  or  connected 
with  the  company  in  that  way. 

Q.  How  many  of  the  seventy  who  voted  in  one  instance  in  per- 
son were  employees  of  the  company?  A.  Speaking  roughly  I 
should  say  that  I  suppose  two-thirds  of  them  were. 

Q.  And  the  33,000  odd  ballots  that  were  cast  by  proxy  were 
cast  by  Mr.  Burnham?    A.  They  were. 

ME.  LAWE.E]SrCE:  There  is  a  similar  meeting  at  pages  80 
and  81  of  the  same  year.    You  asked  for  that. 

Q.  Now,  after  the  meeting  that  had  been  held  in  January, 
1891,  of  which  the  minutes  have  just  been  read,  the  directors 
held  a  meeting  on  February  20,  1901,  and  adopted  a  resolution 
pursuant  to  the  amended  by-laws  providing  for  the  charging  of 
theUen?    A.  They  did. 

Q.  And  this  is  the  resolution?    A.  I  have  no  doubt  it  is. 

ME.  HUG-HES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  iN'o.  445  and  read  by  Mr.  Hughes.) 

Q.  When  your  reincorporation  took  place  in  1902,  was  there 
a  members'  meeting?  A.  No,  sir,  there  was  not.  There  was 
a  members'  meeting  preceding  that  in  January. 

Q.  Well,  there  was  a  members'  meeting  at  which  the  question 
of  the  change  was  brought  up?    A.  Oh,  yes. 
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Q.  And  the  minutes  of  that  meeting  are  at  page  80  ?    A.  Yes. 
Q.  In  that  case  were  the  votes  cast  by  Mr.  Burnham? 

ME.  TYISTG:  I  think  there  is  a  mistake.  I  think  there  was 
an  intervening  meeting.  Page  80  was  a  minute  of  the  By-Laws 
made  after  the  am.endment.  I  think  that  that  meeting  you  refer 
to  was  at  page  63. 

Q.  And  at  that  time  the  voting  wa,?  by  proxy?  A.  Save  the 
few  members  that  were  personally  present,  yes. 

Q.  Is  this  the  meeting  of  the  members  of  the  Mutual  Reserve 
Fund  Life  Association  at  which  action  was  taken  for  the  rein- 
corporation (handing  book)  ?    A.  Yes. 

Q.  And  the  proposed  declaration  and  charter  of  the  Mutual 
Reserve  Fund  Life  Insurance  Company,  as  its  name  was  to  be, 
was  read  to  that  meeting?     A.  Yes. 

Q.  You  were  present?    A.  I  was. 

Q.  And  you  know  that  the  minutes  were  correct  ?    A.  I  do. 

Q.  And  the  vote  upon  the  proposed  amendment  of  the  char- 
ter was  taken  by  the  members  ?    A.  Yes. 

Q.  Requesting  the  directors  to  accept  the  provisions  of  the 
Insurance  Law,  and  to  adopt  the  amended  charter  that  have  been 
presented  to  the  meeting?     A.  Yes. 

Q.  With  the  exception  of  eighty-five  ballots  cast  in  person, 
the  ballots  were  cast  by  proxy  ?    A.  Yes. 

Q.  The  votes  were  under  Mr.  Burnham's  proxies?    A.  Yes. 

Q.  Not  special  proxies  obtained  for  that  purpose?    A.  !N^o. 

Q.  And  would  you  say  that  two-thirds  of  the  eighty-five  voting 
personally  were  employees  of  the  Association  ?  A.  Well,  it  woiild 
be  a  rough  estimate,  half  to  two-thirds. 

Q.  Referring  again  to  the  letter  which  was  addressed  as  I 
have  stated,  to  counsel  for  the  Committee  and  enclosing  a  letter 
to  the  Governor  of  one  of  the  States,  the  writer  proceeds:^ 

"For  example,  this  concern  has  collected  from  me  on  this 
policy  during  the  current  twelve  months,  $305.75,  or  at  the  rate 
of  $61  per  thousand  per  annum,  on  the  full  five  thousand  dol- 
lars, or  over  seventy-six  dollars  per  thousand  per  annum  on  the 
face  of  the  policy,  as  scaled  by  them." 

Q.  Is  that  statement  correct  ?  A.  I  could  not  tell  without  ex- 
amining the  record  of  that  particular  policy.  My  impression 
though  is  that  it  is  incorrect,  for  I  think  I  recognize  the  letter 
and  have  answered  it  and  looked  up  the  matter. 

Q.  You  think  it  is  what  ?    A.  Incorrect. 
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Q.  As  to  the  amount  paid?  A.  As  to  the  amounts,  yes.  I 
think  I  recall  that  letter. 

Q.  I  should  like  to  have  you  furnisli  a  statement  ?  A.  I  would 
be  very  glad  to  do  so. 

Q.  You  have  recently  assessed  your  policies,  have  you  not, 
with  an  exceptional  assessment?  A.  We  have  recently  asssespcd 
a  certain  division  of  them. 

Q.  What  division  of  them  ?  A.  Those  issued  from  the  1st  of 
January,  1896,  to  the  time  of-  the  reincorporation. 

Q.  Were  those  policies  subject  to  the  lien  charged  under  the 
by-laws?     A.  They  were  not. 

Q.  What  policies,  if  you  have  not  already  stated,  were  sub- 
ject to  this  lien  charge  under  the  by-laws?  A.  The  policies 
issued  prior  to  October  1,  1892. 

Q.  What  is  the  nature  of  this  assessment  upon  the  policies 
issued  after  1896  ?  A.  The  amount  of  death  losses  properly 
chargeable  to  those  policies  has  exceeded  the  amount  contributed 
by  their  stated  premiums  to  the  payment  of  current  death  losses 
and  therefore  that  portion  of  the  death  losses  must  be  paid  from 
the  reserve  fund  and  this  is  for  the  purpose  of  replacing  that 
amount. 

Q.  What  is  the  amount  of  the  assessment  per  thousand?  A. 
It  varies.  It  is  for  the  five  year  combination  ojition  policies, 
that  is  a  term  policy  running  with  premiums  mthout  a  fixed  or 
statutory  reserve,  it  is  25  per  cent,  of  the  annual  pre- 
mium. For  the  policies  that  carry  a  reserve  it  is  twenty-five 
per  cent,  of  the  insurance  cost  for  the  past  three  years.  That 
difference  is  made  because  under  policies  carrying  a  statutory 
reserve  or  accumulation  of  a  large  reserve  of  course  the  risk 
is  not  on  the  face  of  the  policy,  but  the  face  of  the  policy  less 
the  reserve,  so  it  has  to  be  determined  by  the  actual  risk  to  the 
company  rather  than  the  face  of  the  policy. 

Q.  What  is  the  average  premium  on  these  policies?  A.  The 
average  premium  on  the  policies  —  on  the  one  class  of  policies 
is  about  $25  a  thousand,  I  think. 

Q.  Per  year?    A.  Yes. 

Q.  What  is  the  amount  of  this  special  assessment?  A.  It  is 
on  one  class  of  policies  about  $115,000  and  on  the  other  about 
one  hundred  thousand. 

Q.  What  does  it  amount  to  per  thousand  ?    A.  Let  me  see 

Q.  Take  the  man,  in  other  words,  who  is  paying  normally 
$25  a  thousand,  what  does  he  have  to  pay  under  this  special 
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assessment?    A.  He  would  average  to  pay  about  $26.25 — about 
$6.25. 

Q.  $6.25  extra?    A.  Yes. 

Q.  That  is  payable  before  November  30th?  A.  That  is  pay- 
able before  November  30th,  excepting  in  the  cases  where  he  has 
the  privilege  of  allowing  it  to  stand,  if  he  desires. 

Q.  What  is  the  explanation  for  that  call?  A.  It  is  that  the 
death  rate  has  exceeded  the  provision  made  in  the  stated  pre- 
mium for  the  payment  of  death  losses  and  therefore  under  the 
terms  of  the  contract  the  policyholder  is  liable  for  the 
excess. 

Q.  This  is  a  case  of  a  policy  on  what  you  intended  to  be  a 
level  premium  basis?  A.  What  we  intended  to  be  a  level  pre- 
mium basis. 

Q.  But  issued  before  you  became  under  the  law  a  level  pre- 
mium company  ?    A.  Yes. 

Q.  And  hence  had  coupled  with  the  provisions  of  the  policy, 
a  provision  for  an  extra  assessment  in  case  of  need  ?    A.  Yes. 

Q.  Why  is  it,  if  you  fixed  the  rates  intending  to  have  a  level 
premium  rate  you  find  it  insufficient  to  meet  the  losses?  A. 
Because  a  great  many  policies  of  the  earlier  members  were  ex- 
changed for  these  policies  without  medical  examination  and 
the  natural  result  would  be  that  for  a  time  at  least  it  would 
create  an  excess  death  loss. 

Q.  Then  the  fact  is  that  your  rate  of  mortality  has  exceeded 
your  anticipated  rate?    A.  Yes. 

Q.  And  you  have  had  death  losses  to  make  up  which  you  are 
making  up  by  this  exceptional  assessment  ?    A-  Yes,  sir. 

Q.  Now,  I  find  that  at  the  close  of  1891  according  to  the  blue 
book  your  assets  were  $4,349,202  and  your  liabilities  were 
$853,638?    A.  What  date  was  that  ? 

Q.  At  the  end  of  1891,  which  showed  an  excess  of  assets 
over  liabilities  of  approximately  $3,500,000.  I  find  that  at  the 
end  of  1899  your  assets  are  $3,382,479,  and  your  liabilities  are 
$2,729,171  or  an  excess  of  assets  over  liabilities  approximately 
$650,000,  a  loss  between  1891  and  1899  apparently  of  nearly 
$2,000,000.  What  was  the  explanation  of  that?  A.  In  part 
the  explanation  is  that  the  two  statements  were  made  up  on  an 
entirely  different  basis.  In  1891  —  I  was  not  then  connected 
with  the  company,  but  I  know  through  the  examination  that  took 
place  soon  after  I  went  there  —  the  death  losses  which  had  been 
reported  but  on  which  no  proof  had  been  received  by  the  com- 
papy  was  never  in  the  reports  to  the  Insurance  Department  in- 
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eluded  as  a  liability;  those  were  always  a  very  considerable 
amount.  In  the  assets  there  were  taken  credits  for  an  assessment 
uutstaading,  and  for  an  assessment  to  be  called,  so  that  they  ob- 
tained credit  in  the  assets  in  addition  to  cash  or  invested  assets 
for  two  assessments  equal  to  one-third  of  a  year's  receipts,  under 
the  guise  of  assessments  and-  dues  called  or  in  process  of  poUec- 
tion,  so  that  the  assets  were  swelled  by  that  amount  and  the  out- 
standing liabilities,  losses,  were  decreased  by  those  that  had  not 
been  received  and  approved. 

Q.  How  long  did  that  practice  continue?  A.  In  1894  wlien 
the  iN'ew  York  Insurance  Department  made  the  examination 
which  was  completed  early  in  1895,  Mr.  Appleton,  who  conducted 
the  examination  went  very  fully  into  that  manner  of  reporting 
by  the  old  management,  and  criticised  very  severely  the  omission 
of  these  death  losses,  and  from  that  time  the  amount  of  death 
losses  that  had  accrued  on  which  no  proof  had  been  received  or  on 
which  there  had  been  proof  were  carried  into  the  report  by  a 
note,  as  arranged  for  with  Mr.  Pierce,  the  then  Superintendent 
of  Insurance. 

Q.  What  do  you  mean  carried  in  by  a  note?  A.  The  assess- 
ment blanks  required  the  company  to  give  a  statement  of  death 
losses  outstanding  and  unpaid,  dividing  them  by  proof  in  process 
of  approval,  and  resisted,  and  also  as  I  think  the  law  intended 
there  should  have  been,  those  which  had  been  reported  but  on 
which  no  proof  had  been  received.  But  the  management  of  the 
company  held  that  the  meaning  of  the  insurance  law  that  only 
matured  death  claims,  that  is,  those  that  had  actually  been  sub- 
mitted, proofs,  facts  were  to  be  reported  and  by  the  consent  of 
Mr.  Pierce,  at  the  foot  of  the  schedules  which  gave  the  detailed 
account  of  losses  proved,  on  approval  or  in  process  of  being  re- 
sisted, in  addition  the  company  have  received  notice  ■ —  this  is  in 
effect,  I  cannot  give  the  exact  language  ■ —  have  received  notice 
of  so  many  claims  aggregating  so  much  on  which  on  the  31st  day 
of  December  last  no  proofs  had  been  submitted  to  the  Company. 

Q.  What  was  the  aggregate  of  claims  carried  in  that  note  in 
that  way?  A.  It  would  vary  of  course.  At  that  time  it  would 
probably  range  from  $350,000  to  $450,000  or  $500,000.  And  I 
may  say  to  continue  the  history  of  that,  that  that  was  continued 
through  Mr.  Pierce's  administration,  and  I  think  probably  Mr. 
Payne's  administration.  In  the  second  year  of  Mr.  Payne's  ad- 
ministration bv  some  error  in  compiling  the  report  in  the  dcpart- 
pjgnt  —  I  may  add,  to  interrupt  that,  that  when  the  department 
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compiled  the  report  after  that  thoy  always  carried  this  amount 
into  the  liabilities. 

Q.  After  what  time?     A.  After  1895,  I  think. 

Q.  You  mean  the  amount  carried  in  the  note?  A.  Tes,  they 
carried  it  in  the  liabilities,  but  I  think  in  the  second  term  of  Mr. 
Payne's  term,  by  some  oversight  in  the  department,  that  note  was 
ov(!rlooked,  and  Mr.  Payne  called  the  company  down  very  sharply 
for  not  reporting  those  losses,  and  from  that  time  on,  by  his 
direction,  which  I  was  not  sorry  to  have  made,  they  were  carried 
into  the  regular  schedule. 

Q.  What  difference  would  that  make  in  the  amount  of  the 
hurplus?  A.  Probably  in  1891  those  losses  amounted  to  some 
four  hundred  or  five  hundred  thousand  dollars,  but  in  addition 
to  that  —  the  other  one  you  took  was  what? 

Q.  1899.  A.  At  that  time  the  department  made  a  further 
change  in  the  blank,  by  which  it  excluded  the  assessments  in 
process  of  collection,  so  that  there  was  thrown  out  by  1899  from 
the  statement  of  assets  these  assessments  and  dues  in  process  of 
collection. 

Q.  What  amount  would  they  be  on  the  average?  A.  It  would 
j)robably  amount  to  a  million  dollars. 

Q.  Well,  so  you  lost  a  million  on  one  side  of  the  account,  and 
jou  had  had  added  to  your  debit  about  $500,000  on  the  other 
side  of  the  account?    A.  About  that. 

Q.  What  is  the  remainder  of  the  explanation  ?  A.  Undoubtedly 
decrease  in  the  surplus  of  the  company. 

Q.  Due  to  what  causes  ?  A.  Due  to  the  heavy  death  rate  and 
the  heavy  death  payments. 

Q.  Well,  you  were  getting  those  out  of  your  assessments,  were 
you  not  ?  A.  Yes,  but  up  to  —  but  with  the  increase  of  assess- 
ments in  1904  —  in  1905,  there  came  a  period  when  even  with 
the  increased  assessment  it  became  necessary  to  draw  upon  the 
reserve  fund  that  had  formerly  been  accumulated  especially  un- 
der the  fifteen  year  class,  to  pay  death  losses,  and  that  fund  was 
gradually  wiped  out. 

Q.  You  mean  in  1894  and  1895  ?    A.  1894  and  1895. 

Q.  This  was  the  period  when  you  increased  your  assessment 
it  has  been  stated  by  taking  different  ages  than  the  age  of  entry? 
A.  Yes,  sir. 

Q.  So  that  despite  that  increase  you  had  to  draw  on  your  re- 
rerve  funds  to  meet  death  losses  several  hundred  thousand  dollars  ? 
A,  Yes,  sir. 
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Q.  During  that  period  ?  A.  Yes.  I  think  I  have  here  a  state- 
ment "which  will  show  something  of  that.  For  instance  at  the 
end  of  1891  the  accumulations  from  the  payment  of  the  fifteen 
year  class  amounted  to  $3,039,437.  At  the  end  of  1897,  which 
is  the  last  I  have  here,  it  has  been  reduced  to  $211,000. 

Q.  I  notice  that  at  the  end  of  1891,  when  you  had  written 
during  that  year  $44,318,965  of  new  business  your  expenses 
amounted  for  the  year  to  $85,769,  and  that  in  1899,  when  your 
new  business  amounted  to  $22,921,580  your  expenses  amounted 
to  $1,084,079.  I^ow  with  your  business  cut  in  half  why  should 
nearly  a  million  dollars  been  added  to  your  expenses?  A.  I 
could  take  —  if  I  had  the  two  reports  before  me  T  could  probably 
analyze  it  more  satisfactorily  than  I  can  by  a  general  statement, 
but  again  I  have  to  recur  to  certain  methods  that  were  adopted 
by  our  predecessors  that  —  I  dislike  to  do  that  because  it  seems 
to  be  avoided  some  responsibility,  but  it  is  not.  It  is  a  state- 
ment of  actual  fact. 

Q.  To  whom  do  you  refer  by  your  predecessors  ?  A.  The  man- 
agement that  preceded,  that  was  under  Mr.  Harper,  and  that 
ended  in  1895. 

Q.  But  I  have  alluded  to  an  increase  of  expense  notably  in 
1899.  A.  But  first  I  am  starting  with  the  low  expense  of  the 
earlier  years. 

Q.  Very  good,  make  a  full  statement.  A.  The  method  of  doing 
business  at  that  time  was  to  collect  a  membership  fee  from  the 
member  through  which  the  agent  was  mainly  paid  as  a  first  pay- 
ment, and  it  was  the  habit  of  the  company,  although  the  blanks 
called  for  a  statement  of  that  amoimt,  not  to  report  it,  but  simply 
report  whatever  passed  through  them  from  the  company.  So  if 
the  company  received  in  cash  $20,000  on  $44,000,000  of  busi- 
ness as  membership  fee,  that  is  all  they  would  report.  While  as 
an  actual  matter  of  fact  the  nominal  fee  on  that  business,  the 
membership  fee,  a  large  portion  of  it  was  probably  collected  by 
the  agent,  because  it  was  what  he  got  his  pay  out  of,  and  would 
average  six  or  eight  dollars  a  thousand,  and  it  made  a  very  ma- 
terial difference  in  that  respect. 

Q.  In  other  words  the  amounts  taken  by  agents  were  not  in- 
cluded as  a  part  of  your  expenses  ?    A.  ISTo. 

Q.  Because  the  amounts  received  by  the  agents  from  the  insured 
were  not  included  as  a  part  of  the  receipts  ?  A.  Yes.  But  un- 
doubtedly  
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THE  OHAIEMAN:    Is  that  all  the  explanation? 

Q.  I  notice  there  is  about  a  million  dollars  or  about 
000  of  increase  in  expenses.  Is  that  all  accounted  for  in  that  way  ? 
A.  I  do  not  think  so.  I  should  say  without  taking  up — without 
being  able  to  take  it  up  specifically,  as  I  have  explained,  that  to 
some  degree  it  is  attributable  to  higher  premiums  upon  the  busi- 
ness then  being  written.  By  1899  we  were  to  a  very  considerable 
extent  writing  business  nearly  upon  the  basis  of  legal  reserve  or 
level  premium  policies,  and  paying  the  commissions  that  old  line 
companies  or  legal  reserve  companies  would  pay,  with  the  result 
that  undoubtedly  the  new  business  cost  per  thousand  considerably 
more  than  the  assessment  business  did  in  the  earlier  years.  And  to 
a  certain  extent  that  increased  expense  was  due  to  this,  that  when 
the  company  was  writing  business  on  the  claim  of  being  able  to 
continue  to  give  life  insurance  at  rates  of  premium  that  were  only 
calculated  for  natural  premium  insurance,  it  was  a  much  easier 
matter  to  get  agents  that  could  write  that  business,  and  they  could 
be  obtained  at  a  very  much  lower  cost  than  when  you  come  to 
compete  on  a  basis  of  a  legitimate  premium  and  have  to  employ 
agents  who  get  business  on  that  legitimate  premium  basis. 

Q.  Well,  what  increase  was  there  in  the  expenses  of  manage- 
ment?    A.  That  I  could  not  tell  without  going  into  an  analysis. 

Q.  Had  there  been  an  increase?  A.  I  think  there  had  been 
something  of  an  increase  and  especially  due  to  the  litigation  that 
had  arisen  on  account  of  the  increase  in  assessments. 

Q.  You  mean  an  increase  in  the  legal  expenses  ?    A.  Yes. 

Qr  As  a  matter  of  fact,  with  the  exception  of  the  year  1900,  to 
which  we  shall  refer  in  a  moment,  there  has  been  a  falling  off  in 
the  amount  of  business  ?    A.  There  has. 

Q.  When  did  the  new  president — when  was  he  introduced? 
A.  July,  1895. 

Q.  Had  he  previously  been  connected  with  the  company  ?  A. 
He  had  been  counsel  for  the  company. 

Q.  And  had  he  been  active  in  its  affairs  ?  A.  Well,  I  can  only 
speak  personally  from  the  time  that  I  came  there  in  1894,  which 
was  only  a  short  time  before  Mr.  Harper  was  taken  ill  with  his 
last  illness,  and  from  that  time  on  he  was  the  representative  of 
Mr.  L.  Harper  in  the  adrniuistration  of  the  company. 
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Q.  And  Mr.  BurnliaiQ  had  been  connected  with  the  company  for 
a  number  of*  years,  had  he  not  ?  A.  My  impression  is  that  he  be- 
came connected  with  it  about  1892. 

Q.  Had  his  brother  been  connected  with  the  company  ?  A.  No, 
he  had  not. 

Q.  Mr.  Harper  left  a  will,  did  he  not?  A.  Mr.  Harper  left 
a  will. 

ME.  HUGHES:  I  have  here  from  the  files  of  the  Superin- 
tendent of  Insurance,  certain  extracts  from  the  will  of  Edward  B. 
Harper,  which  I  will  read  upon  the  record. 

(Paper  marked  Exhibit  No.  447  and  read  by  Mr.  Hughes.) 

Q.  Had  there  been  a  contract  with  Mr.  Harper,  whereby  he 
was  entitled  to  any  commissions  ?    A.  There  had. 

Q.  Upon  what  ?  A.  Upon  the  business  written  by  the  company 
under  his  presidency. 

Q.  What  amoiuit  of  commissions  ?  A.  It  was  twenty  cents 
upon  a  thousand  of  insurance  each  year. 

Q.  What  amount  had  been  paid  him  prior  to  his  death  under 
that  contract,  approximately  annually?  A.  I  think  I  have  a 
statement  here  of  the  payments  that  were  made  to  him.  I  can 
give  you  the  amounts  by  years  that  he  drew  up  to  the  year  of 
1904. 

Q.  Very  well,  if  you  will  give  those,  please  ?     A.  In 

1881 $  1,150 

1882    3,Y25 

1883 7,650 

1884    10,450 

1885    ,..       13,000 

1886  13,000 

1887  22,000 

1888  20,600 

1889  25,200 

1890  24,800 

1891  25,800 

1892  30,800 

1893  48,100 

1894  - 33,500 
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BY  THE  CHAIKMAN: 

Q.  Those  were  exclusively  commissions  on  the  twenty  cents 
per  thousand  basis  ?  A.  Yes,  he  drew  a  salary,  but  it  was  merely 
nominal  at  first  and  was  charged  against  these  commissions.  He 
did  not  draw,  I  think,  in  any  year,  after  the  commissions  amovmted 
to  a  considerable  amount  the  entire  amount  of  commission;  he 
drew  a  certain  sum  which  included  the  salary,  which  he  drew 
regularly  and  then  charged  the  association  for  the  balance. 

Q.  What  amounts  have  been  paid  to  his  estate  since  his  death 
under  this  contract?  A.  I  have  not  that  statement  here.  I  can 
have  it  ready  for  you  at  the  next  meeting. 

Q.  What  are  those  payments  in  later  years?  A.  Those  are 
for  the  president. 

Q.  Now,  what  was  done  under  this  provision  that  one-third 
of  the  amount  to  which  he  was  entitled  under  his  contract  should 
be  paid  to  the  association  subject  to  the  condition  in  favor  of 
Frederick  A.  Burnham  ?  A.  Mr.  Burnham  was  elected  president 
of  the  company. 

Q.  Then  was  the  association  credited  witli  the  one-third  of  the 
amount  payable  to  Mr.  Harper?  A.  They  did  not  pay  them  to 
his  estate. 

Q.  Were  those  amounts  credited  to  Mr.  L.  Burnham?  A. 
In  February,  1896,  I  think  it  was — the  resolution  is  there — there 
was  created  a  contingent  fiind. 

MR.  HUGHES:  Have  you  got  that  resolution  of  February, 
1896,  here? 

ME.  TYNG:     We  have  not  a  copy. 

ME.  HUGHES:     We  have  a  copy. 

(Paper  marked  Exhibit  No.  446  and  read  by  Mr.  Hughes.) 

ME.  HUGHES :  I  have  received  from  the  files  of  the  Superin- 
tendent of  Insurance  a  transcript  from  the  minutes  of  the  pro- 
ceedings of  the  Board  of  Directors  of  this  company,  which  I  will 
read  upon  the  record. 

Q.  Was  the  amount  of  this  contingent  fund  provided  for  by 
this  resolution  included  among  the  assets  of  the  association?  A. 
So  far  as  it  was  not  drawn  and  made  a  matter  of  expenditure, 
yes. 
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Q.  Well,  did  it  figure  in  the  reports  of  the  society — of  the 
association?  A.  The  amount  that  would  have  accumulated,  that 
did  accumulate,  became  a  portion,  of  course,  of  the  assets  of  the 
association,  and  whatever  was  drawn  on  it  went  into  the  expendi- 
tures, the  balance  remaining  in  the  assets. 

Q.  Now,  was  the  amount  of  this  fund  realized  from  the  one- 
third  of  the  payment  to  which  Mr.  Harper  was  entitled  under  his 
contract  included  among  the  assets  of  the  association?  A.  I  do 
not  quite  get  the  question. 

Q.  I  mean  to  say,  was  this  amount  among  the  reported  assets 
of  yo'ur  company?     A.  Certainly. 

Q.  And  in  the  report  made  to  the  Department?     A.  Certainly. 

Q.  And  the  amounts  expended  from  this  fund  were  included 
in  the  expenditures  reported  to  the  department?     A.  Yes. 

Q.  And  audited?  A.  The  expenditures  made  under  that  reso- 
lution were  by  a  vote  of  the  Board  of  Directors  in  August,  1898, 
at  the  request  of  Mr.  Burnham,  submitted  to  the  Committee  on 
Audit  and  Finance  and  passed  upon  and  reported  to  the  Board. 

Q.  You  mean  yearly?  A.  In  August,  1898,  they  were  not 
audited — they  were  not  audited  until  August,  1898,  at  which 
time  this  resolution  was  rescinded. 

Q.  That  was  for  the  expenditures  prior  to  that  date?     A.  Yes. 

Q.  "What  audit  has  there  been  since?  A.  In  August,  1898, 
this  resolution  was  rescinded,  and  bj  action  of  the  Board  Mr. 
Burnham's  salary  was  increased  $200  a  '^eek  as  part  of  his  com- 
pensation to  take  the  place  of  the  contingent  fund. 

Q.  Then  was  the  contingent  fund  from  that  time  turned  into 
the  treasury  of  the  company?     A.  It  was. 

Q.  As  a  part  of  the  general  assets?     A.  Yes. 

Q.  And  Mr.  Burnham  was  allowed  $200  a  week  or  $10,000 
approximately  for  contingent  expenses?  A.  Yes,  his  salary  was 
increased. 

Q.  And  what  audit  was  there  of  those  expenses?  A.  There 
has  been  no  audit  of  those  expenses. 

Q.  By  no  committee?     A.  By  no  committee. 

Q.  And  the  expense  appears  as  part  of  Mr.  Burnham's  salary  1 
A.  As  part  of  Mr.  Burnham's  salary. 

Q.  And  what  is  the  amount  of  jW,  Burnham's  salary?  A. 
$39,000  or  $750  a  week. 

Q.  When  was  it  fixed  at  $39,000?  A.  Well,  he  drew  in  1897, 
including  his  part  of  the  contingent  fund  just  $39,000.  His 
salary  was  $25,000  and  he  drew  $14,000  from  the  contingent  fund, 
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which  by  coincidence  made  it  just  $39,000.     His  salary  was  $39,- 

000  from  1901. 

Q.  What  did  he  draw  in  1898?  A.  In  1898  he  drew  $33,900, 
including  the  contingent  fund. 

Q.  And  in  1899?     A.  $35,500, 

Q.  In  1900?     A.  $3Y,700. 

Q.  In  1901?     A.  $39,000. 

Q.  From  that  time  down  to  the  present  he  has  drawn  $39,000? 
A.  Yes. 

Q.  And  the  comp/ay  has  never  asked  for  an  audit  of  expense 
allowance?     A.  They  have  not. 

ME,.  HUGHES:  There  is  a  mtness  here  whom  I  desire  to  ex- 
amine before  the  close  of  the  day  and  if  you  will  permit  me  I 
would  like  to  ask  you  to  withdraw  for  a  time. 

WILLIAM  S.  MANNIlSrG,  called  as  a  witness,  being  duly 
swo'm,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Where  do  you  reside,  Mr.  Manning  ?    A.  Albany,  New  York. 

Q.  Are  you  engaged  in  business  ?  A.  I  had  been  up  until  the 
1st  of  January.    Now  I  am  not  doing  anything. 

Q.  In  what  business  have  you  been  engaged?  A.  As  a  so- 
licitor or  salesman  for  the  Albany  Chemical  Company. 

Q.  Were  you  ever  in  the  insurance  business  ?  A.  Yes,  sir,  a 
great  many  years. 

Q.  Eor  what  time?  A.  From  1858  until  about  1875  or  1876, 
somewhere  along  there. 

Q.  Were  you  connected  with  any  life  insurance  company  ?  A. 
Yes,  sir,  several. 

Q.  With  what  companies  ?  A.  I  was  first  employed  by  the  Mu- 
tual Life  Insurance  Company  in  charge  of  the  premium  depart- 
ment. I  remained  there  for  ten  years  and  resigned  to  take  the 
position  of  secretary  of  the  Hartford  Life  Insurance  Company. 

1  have  a  little  memorandum  here  if  you  will  permit  me  to 

Q.  Certainly.  A.  I  think  I  can  make  this  from  memory.  I  re- 
signed my  position  in  the  Mutual  Life  to  accept  a  position  as  Sec- 
retary of  the  Hartford  Life  Insurance  Company. 

Q.  When  was  that?  A.  That  was  in  the  year  1866.  I  resigned 
my  position  as  secretary  of  that  company  on  May  13,  1866,  and 
desire  to  record  that  as  the  reasons  fproducing  paper). 
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Q.  As  the  reasons  for  that  resignation?    A.  Yes. 
ME.  HUGHES:    We  will  have  it  marked  for  identification. 
(Paper  marked  Exhibit  448  for  identification.) 

THE  WITNESS:  I  left  that  company  and  entered  In  the  busi- 
ness of  life  insurance  agent  here  in  New  York  —  first  I  solicited 
for  the  Mutual  Life  Insurance  Company  and  was  satisfactorily 
successful  to  myself  and  I  think  to  the  company.  I  was  then  of- 
fered a  position  as  general  agent  for  the  John  Hancock  Life  In- 
surance Company;  we  were  very  successful  in  building  up  a  very 
large  business.  I  was  forced  to  retire  from  that  company  and  I 
became  general  agent  of  the  Washington  Life  Insurance  Com- 
pany.    That  occurred  in 

Q.  Speak  a  little  louder.    A.  Yes,  sir,  I  will  do  so  if  I  can. 

Q.  The  Committee  cannot  hear  you.  A.  As  general  agent  of 
the  Southern  Department.  I  remained  with  them  for  three  years 
and  retired  from  them,  and  these  are  the  testimonials  I  received 
for  my  services  while  I  was  with  that  company  (producing  papers). 

(Papers  marked  Exhibits  449  and  450  respectively  for  identifi- 
cation.) 

THE  WITNESS:  After  that  I  accepted  the  agency  of  the  Mu- 
tual Benefit  in — I  became  their  general  agent  for  the  Albany  dis- 
trict and  retired  from  that  company  and  received  that  testimony 
from  the  president  (producing  papers). 

(Paper  marked  Exhibit  451  for  identification.) 

THE  WITNESS:  I  then  was  engaged  or  attempted  to  be- 
come a  life  insurance  writer,  and  in  order  to  have  the  endorse- 
ment of  various  companies  and  presidents,  particularly  of  Prof. 
Elizur  Wright,  who  was  one  of  the  greatest  actuaries  the  world 
ever  produced,  I  asked  them  for  their  endorsement,  upon  which 
you  will  find  Mr.  John  R  Hegeman,  John  Nichols,  William  A. 
Brewer,  Louis  C.  Grover,  of  the  Mutual  Benefit,  and  the  rest  of 
tliem  (producing  paper). 

(Paper  marked  Exhibit  452   for   identification.) 
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THE  WITNESS:  After  I  left  the  Mutual  Benefit  I  worked 
along  in  life  insurance  the  best  I  could  and  I  started  to  be  a  life 
insurance  expert  and  did  business  in  that  way. 

Q.  That  you  continued  for  some  years  ?  A.  Oh,  yes,  sir, 
several  years,  right  in  the  City  of  New  York. 

Q.  What  services  did  you  render  in  the  year  1904  to  the  Equi- 
table Life  Assurance  Society?  A.  Never  was  engaged  by  the 
Equitable'  Life  Assurance  Society  in  any  capacity. 

Q.  Did  you  know  you  had  been  receiving  money  from  that 
company?  A.  No,  sir;  I  did  not;  I  did  not  receive  any  money 
from  that  company. 

Q.  Did  you  receive  money  fr'om  Mr.  Nichols?  A.  Yes,  sir,  I 
was  retained  by  Mr.  Nichols. 

Q.  To  represent  whom?  A.  To  represent  the  interests  of  in- 
surance generally,  protecting  life  insurance  interests,  and  in  no 
circumstances  to  become  defender  of  officers  of  companies  with 
whom  I  have  always  been  antagonistic. 

Q.  And  what  services  under  that  retainer  did  you  render  in 
1904?  A.  In  1904  I  furnished  Mr.  Nichols  with  information  of 
insurance  legislation  up  there,  sent  him  bills  that  were  introduced, 
kept  him  informed  as  well  as  I  could,  and  held  myself  ready  at 
any  time  to  respond  for  the  defence  of  insurance. 

Q.  As  distinguished  from  insurance  officers?  A.  Absolutely, 
sir. 

Q.  And  that  v^as  fully  understood  with  Mr.  Nichols?  A.  As 
far  as  I  could  understand,  sir. 

Q.  What  amount  did  you  receive  in  1904  from  the  insurance 
company?     A.  1904 — the  first  retainer? 

Q.  Just  state  the  entire  retainer?  A.  The  original  retainer  was 
$450;  I  received  that  for  a  number  of  years  until  a  few  years  ago 
when  it  was  reduced  to  $300. 

Q.  Didn't  you  get  more  than  $450  all  told?  A.  Not  a  dollar 
more.  I  acknowledged  receipt  of  every  dollar  I  received,  which 
can  be  produced  and  show  the  amount. 

Q.  Then  450  a  year  was  the  maximum  you  ever  got  from 
Mr.  Kichols?     A.  During  that  period,  yes,  sir. 

Q.  During  what  period  is  that?  A.  That  was  from  the  be- 
ginning of  our  connection  which  occurred  some  time  about  1888 
or  1889,  or  somewhere  along  there. 

Q.  Down  to  what  time  ?    A.  Down  to  the  present  time. 

Q.  You  have  not  been  getting  all  of  that  $450  down  to  the 
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present  time  ?     A.  'No,  sir,  for  the  last  three  or  four  years  it  has 
been  only  $300. 

Q.  And  for  the  last  three  or  four  years  that  $300  is  the  total 
amount  you  have  received  from  Mr.  Nichols?     A.  Absolutely. 

Q.  Did  you  know  Mr.  Nichols  was  getting  the  money  for  you 
from  the  Equitable  ?  A.  I  did  not  know  he  was  connected  at  all 
in  that  line  until  the  retainer  was  reduced. 

Q.  Then  what  was  told  you  ?  A.  That  one  of  the  parties  who 
were  contributors  had  refused  to  continue,  therefore  the  retainer 
would  have  to  be  $150  a  year. 

Q.  Who  had  you  understood  had  contributed  previous  to  that 
time?  A,  Well,  I  had  no  definite  idea;  I  never  asked  Mr. 
Nichols  where  he  got  his  money  from.  I  presumed  from  his 
statement  that  everything  was  correct  and  the  position  I  occupied 
was  simply  legitimate  insurance  knowledge  that  I  had  possessed 
of  and  gave  to  them  from  time  to  time  if  he  wanted  it. 

Q.  Did  you  ever  appear  before  any  committee  in  any  argu- 
ment? A.  I  never  was  called  upon  during  that  period  to  do  so, 
but  before  that  I  was  called  upon  to  make  an  argument  before  the 
Senate  Insurance  Committee  in  1883. 

Q.  That  was  before  your  connection  with  Mr.  Nichols?  A. 
Oh,  yes,  sometime  before. 

Q.  During  the  time  you  have  been  paid  money  by  Mr.  Nichols 
you  have  not  been  called  upon  for  any  services  before  any  com- 
mittee?    A.  No,  sir,  nothing  of  the  kind  ever  having  arisen. 

Q.  Your  services  have  amounted  to  sending  Mr.  Nichols  in- 
formation with  regard  to  pending  legislation?  A.  Yes,  sir,  that, 
and  holding  myself  ready  as  a  retained  employee. 

Q.  Were  you  employed  by  any  persons  to  deal  with  insurance 
matters  that  woiild  be  antagonistic  to  any  of  the  companies?  A. 
Nothing  whatever,  and  if  any  such  proposition  had  been  asked  me 
I  should  have  indignantly  refused  it. 

Q.  Have  you  ever  made  any  threats  with  reference  to  insur- 
ance companies?  A.  No,  sir,  I  never  had  any  feelings  against 
any  companies. 

Q.  Had  you  ever  suggested  to  Mr.  Nichols  or  anyone  else  tliat 
you  desired  to  take  up  matters  which  might  reflect  in  any  way 
upon  insurance  companies?     A.  No,  sir. 

Q.  What  did  you  understand  to  be  the  reason  for  your  being 
retained  by  Mr.  Nichols  ?  A.  Simply  to  be  at  the  service  of  Mr, 
Nichols  in  the  defense  of  insurance  interests. 
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Q.  Didn't  you  think  it  strange  he  never  called  upon  you?  A. 
Well,  I  never  thought  about  that,  because  no  occasion  had  arisen 
that  would  call  for  the  necessity. 

Q.  I  notice  that  when  your  compensation  was  reduced  from 
$450  to  $300  it  WRS  a  reduction  of  one-third?     A.  Yes,  sir. 

Q.  That  was  called  to  your  attention  at  the  time?  A.  The  rea- 
son was  given. 

Q.  Because  one  of  the  contributors  had  decided  not  to  pay  any 
longer?     A.   Yes,  sir. 

Q.  Was  that  the  ISTew  York  Life?  A.  I  understood  it  was  Mr. 
McCall  that  did  that. 

Q.  And  you  understood  that  the  $450  was  made  up  $150  from 
each  of  the  three  companies?     A.  Yes,  sir,  at  that  time. 

Q.  New  York,  Mutual  and  Equitable?  A.  Yes.  I  understood 
that  Mr.  Mchols  was  retained  by  those  three  companies. 

Q.  It  was  about  1899  when  the  New  York  Life  part  was  stopped 
as  you  understand  ?     A.  I  presume  that  was  the  date. 

Q.  And  the  remaining  300  was  continued  as  you  understood  it 
from  the  Equitable  and  Mutual?  A.  I  understood  that  was  so, 
that  Mr.  ISTichols  was  retained  by  those  two  companies. 

Q.  And  the  amount  of  four  hundred  and  fifty  dollars,  as  T  un- 
derstood you  to  say,  was  the  total  amount  you  received  embracing 
the  contributions  of  everybody?  A.  I  answer  that  in  the  affirma- 
tive. 

Q.  You  said  something  about  your  devotion  to  insurance  as- 
contrasted  with  your  attitude  toward  insurance  officers.  What 
had  been  your  attitude  toward  insurance  officers?  A.  If  you  will 
permit  that  argument  that  I  made  before  the  Senate  Insurance 
Committee,  I  offer  that  in  evidence  —  that  will  explain  your  whole 
question. 

Q.  Now,  this  argument  was  an  avgument  before  the  State 
Senate  Committee  on  Insurance  on  behalf  of  the  anti-monopoly 
league  resolution  in  18S3?     A.  Yes,  sir,  in  1883. 

Q.  And  this  is  the  argument?     A.  Yes,  sir. 

(Paper  marked  Exhibit  No.  453  for  identification.) 

Q.  In  this  argument  you  devote  yourself  largely  to  the  char- 
acter of  the  investments?     A.  Yes,  sir. 

Q.  Being  made  by  insurance  companies?     A.  Mostly,  sir. 

Q.  And  you  criticize  those  investments  quite  severely?  A. 
Yes,  sir,  as  the  present  Committee  have  done  also. 
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Q.  You  anticipated  to  some  extent  tlie  matters  that  have 
been  the  subject  of  consideration  here?  A.  Yes,  sir,  I  demanded 
at  that  time  that  such  an  investigating  committee  should  then 
exist,  and  I  will  say  now,  in  answer  to  that,  as  the  explanation, 
that  had  that  committee  appointed  at  that  time  thoroughly  in- 
vestigated, as  this  honorable  Committee  here  now  is  doing,  there 
would  not  be  any  necessity  for  this  honorable  Committee  to-day. 

Q.  To  illustrate  your  attitude  at  that  time  I  find  this  state- 
ment in  your  argument: 

"  Is  it  any  wonder  that  in  the  struggle  to  make  large  profits 
the  spirit  of  speculation  enters  into  their  operations,  thereby 
placing  in  jeopardy  the  principal,  the  safety  of  which  is  the 
foundation  of  the  fabric  of  life  insurance." 

A.  I  say  that  to-day. 

Q.  That  is  fairly  illustrative  of  your  argument  at  that  time? 
A.  I  think  so. 

Q.  You  amplify  that  and  establish  it  to  your  satisfaction? 
A.  I  think  I  should  in  the  table  you  will  find  there.  I  will  state 
this.  At  that  time  the  insurance  companies  4iad  invested,  as 
that  will  show,  about  eighty-three  million  dollars  upon  stock 
collaterals  —  speculative  stock  collaterals  or  specvilative  stocks. 
The  following  year  after  that  argument  came  out  they  did  not 
invest  any,  but  they  managed  to  get  aroimd  it  by  using  trust  funds 
which  they  organized,  and  through  those  trust  funds  made  their 
dealings,  as  is  shown  by  this  Committee. 

Q.  This  was  an  argument  on  February  7,  1883,  that  was  copy- 
righted by  you,  was  it  not  ?    A.  Yes,  sir. 

Q.  When  was  it  the  payments  by  Mr.  Nichols  began,  if  you 
can  recall  it  ?  A.  I  could  no^  give  you  the  exact  date,  but  it  must 
have  been  somewhere  about  1888. 

Q.  About  1888  ?     A.  I  think  so,  along  there,  up  to  1890. 

Q.  What  had  occurred  between  the  time  you  were  before  the 
Senate  Committee  and  that  time  which  brought  about  the  re- 
tainer ?    A.  Nothing,  that  I  know  of. 

Q.  Do  you  remember  the  investigation  of  1877  ?  A.  Yes,  very 
distinctly. 

Q.  You  remember  getting  out  a  report  of  that  investigation  ? 
A.  Yes,  sir,  very  distinctly. 

Q.  Just  state  what  your  report  was?  A.  I  will  state  this, 
that  when  I  was  subpoenaed  by  Mr.  Graham  to  go  to  Albany,  the 
Insurance  Committee  there  had  been  examining  these  officers, 
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and  they  completely  pulled  the  wool  over  their  eyes,  as  they  said, 
and  I  was  pointed  out  to  Mr.  Graham  as  one  who  could  straighten 
the  matter  out,  and  he  subpoenaed  me  to  go  to  Albany. 

I  went  to  Albany,  and  when  I  was  turned  over  to  their  coun- 
sel, such  as  you  are  now  —  he  turned  me  over  to  him,  and  I 
gave  him  light  on  the  subject.  He  was, very  much  amazed;  that 
was  Mr.  ISTathan  Moak,  you  have  heard  of  him,  and  when  Mr. 
Moak  spoke  to  Mr.  Graham,  Mr.  Graham  wanted  to  put  me  on 
the  stand  to  give  my  evidence,  which  did  not  amount  to  anything, 
because  I  knew  nothing  of  my  own  knowledge,  only  gathered 
from  the  insurance  reports.  Mr.  Moak  said  it  wou.ld  never  do 
to  put  this  man  on  the  stand.  "  Why  ?  "  said  Graham.  "  Why, 
because  they  will  send  a  crowd  of  witnesses  up  here  to  Albany 
lo  swear  him  out  of  Albany."  "  I  will  have  him  as  an  expert 
for  me;  I  will  be  very  glad  indeed  for  his  services."  I  said, 
''  Very  good ;  if  it  is  in  the  interest  of  insurance  I  will  consent 
to  do  so  "  and  I  did. 

Q.  You  acted  as  a  sort  of  expert?  A.  Yes,  I  pointed  out 
the  reasons  —  had  certain  parties  brought  up  again  and  re- 
examined. Finding  upon  examining  the  printed  reports,  that 
they  had  been  garbled,  questions  answered  in  the  affirmative 
that  were  printed  in  the  negative,  affecting  a  great  deal 
the  substance  of  the  question,  and  the  negative  in  the  affirma- 
tive. I  saw  at  once  there  was  something  wrong  about  it,  so  I 
inquired  of  the  official  stenographer,  "Are  you  aware  of  this 
thing  ?  "     He  said,  "  No ;  they  refuse  to  let  me  see  the  proofs." 

BY  THE  CHAIRMAN:  J^ 

Q.  The  official  stenographer  said  that?  A.  The  official  stenog- 
rapher— I  forget  his  name. 

Q.  Said  they  had  refused  to  let  him  see  the  evidence?  A.  In 
order  to  make  these  corrections.  Then  I  said,  that  being  the 
case,  "  I  demand  from  you  a  certified  copy  of  the  testimony,  as 
it  was  taken."  I  saw  the  value  of  that  testimony,  both  because 
it  had  a  great  deal  of  expert  information  and  knowledge  and 
statistics,  and  it  was  an  exceedingly  valuable  document  to  have 
in  the  possession  of  insurance  companies  and  there  I  would  like 
to  have  you  read  and  offer  that  in  evidence  as  one  of  the  greatest 
actuaries,  Elizur  Wright,  who  gives,  his  opinion  as  to  the  bring- 
ing out  of  the  testimony  in  a  correct  form.     (Producing  paper.  ) 

(Paper  marked  Exhibit  iSTo,  454  for  identification.) 
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THE  WITl^ESS:    Now,  may  I  make  a  statement? 

Q.  Have  you  concluded  that  branch  of  it?    A.  I  think  so. 

Q.  I  wanted  to  ask  you  a  question  or  two  about  that.  Now, 
this  is  the  book  you  got  out?  (Showing  witness  book.)  A.  It 
looks  very  familiar.    I  must  have  sold  that  to  somebody. 

Q.  Those  are  very  rare,  aren't  they?  A.  We  cannot  find  a 
volume,  I  have  understood,  in  the  United  States. 

MR.  HUGHES:    Let  us  mark  this  for  identification. 

THE  WITNESS:  I  think  you  must  have  found  some  diffi- 
culty in  finding  that. 

(Book  marked  Exhibit  No.  455,  for  identification.) 

THE  WITNESS:  I  would  like  to  make  one  remark  in  re- 
gard to  that,  not  that  it  amounts  to  anything  at  all,  but  when 
it  was  known  that  I  had  got  out  this  book,  various  insurance 
companies  wanted  a  copy  of  it,  and  were  almost  willing  to  pay 
any  price  I  would  ask.  They  paid  me  fifty  dollars  a  copy  for 
those  books. 

Q.  How  many  did  you  publish?  A.  Well,  I  suppose  about 
three  or  four  hundred  books  were  published. 

Q.  What  was  done  with  the  plates?  A.  That  I  don't  know, 
sir. 

Q.  Who  published  it?  A.  It  was  published  in  Hackensack  by 
a  printer  named  Winton. 

Q.  Privately,  at  your  expense?     A.  Yes. 

Q.  What  did  you  do  with  the  three  or  four  hundred  copies? 
A.  I  sold  them. 

Q.  To  whom?  A.  Everybody — I  have  even  application  for 
those  to-day.     There  is  one.     (Handing  paper.) 

Q.  Which  you  cannot  fill?  A.  I  haven't  any.  I  will  tell  you. 
[  will  give  you  ten  dollars  now  for  that  copy. 

Q.  Unfortunately  this  is  not  mine.  This  belongs  to  Mr.  Hud- 
son.    A.  Well,  Mr.  Hudson  is  very  fortunate  in  having  a  copy. 

Q.  When  did  you  dispose  of  the  last  of  them?  A.  Oh,  some 
nimiber  of  years  ago. 

Q.  About  how  long  ago?    A.  Oh,  probably  ten  or  fifteen  years 

Q.  And  how  many  did  the  insurance  companies  take?  A.  Oh,  I 
oiii'pose  most  of  the  large  companies,   the   Connecticut  Mutual 
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and  the  Mutual  Benefit  and  the  Brooklyn  Life  and  several  of 
them,  I  thini  the  !N^ew  York  Life. 

Q.  The  Mutual?  A.  The  Mutual  said  they  did  not  need  it, 
they  had  all  that  information  themselves. 

Q.  And  the  Equitable?  A.  They  gave  the  same  reason  for 
declining  to  take  it. 

Q.  They  had  all  the  information  ?    A.  Tes. 

Q.  So-  the  purchasers  of  these  were  other  companies  ?  A.  Oh, 
insurance  agents,  all  around  through  the  country,  vi^anted  to  have 
that  information,  I  suppose,  to  further  their  own  ends,  I  don't 
know. 

Q.  When  was  it  that  this_was  put  on  sale  ?    A.  When  was  it  ? 

Q.  Yes.  A.  I  think  it  was  some  time  in  1878,  as  soon  as  I  had 
it  printed. 

Q.  And  you  kept  copies  for  yourself,  did  you?  A.  Well,  I 
believed  that  I  could  keep  one  copy  as  a  matter  of  reference,  but 
that  is  all,  but  that  could  not  be  bought. 

ME.  HUGHES :  I  will  read  upon  the  record  the  aflSdavit  of 
the  ofiicial  stenographer  which  appears  in  this  book,  Exhibit  455, 
for  identification.  Before  I  read  this,  kindly  explain  what  you 
mean  by  saying  you  could  keep  one?  A.  I  wanted  to  keep  one 
as  a  matter  of  simple  record. 

Q.  You  mean  you  did  keep  one  ?    A.  Yes. 

Q.  And  was  that  a  matter  of  agreement?  A.  !N"o,  there  was 
no  agreement  on  anything  of  that  kind,  but  I  kept  a  copy. 

ME.  HUGHES:     This  affidavit  is  as  follows: 

"Office  of  Harry  Edwards,  Stenographer.  Albany,  New  York, 
May  21,  18Y7.  I,  Harry  Edwards,  of  the  City  and  County  of 
Albany,  hereby  certify  that  at  the  request  of  Mr.  W.  S.  Manning 
I  revised  and  corrected  the  minutes  of  evidence  taken  by  me,  as 
the  official  stenographer  of  the  Assembly  Committee  on  Insurance 
in  an  investigation  held  by  such  committee  into  the  affairs  of  life 
insurance  companies  of  this  State,  said  W.  S.  Manning  having 
informed  me  that  he  required  such  corrected  copy  for  publication. 
I  further  certify  that  I  have  only  corrected  one  copy  for  said 
W.  S.  Manning,  retaining  in  my  possession  said  original  notes  for 
no  other  purpose  than  to  produce  the  same  in  courts  of  justice  as 
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evidence  under  subpcena  if  required,  and  that  said  W.  S.  Manning 
has  the  only  complete,  revised  and  corrected  copy  of  said  evidence. 

(Signed)  Harry  Edwards, 

Official  Stenographer. 

Signed  and  delivered  in  the  presence  of  Richard  P.  Dumary." 

Q.  Where  is  the  original  of  that  affidavit?  A.  I  don't  know, 
sir,  whether  I  have  it  or  whether  the  printer  retained  it  when  he 
printed  that.  I  cannot  remember  that,  but  I  will  swear  that  that 
is  correct. 

Q.  And  this  book  was  copyrighted  by  you  in  1887  ?  A.  Yes, 
sir,  and  I  will  give  you  my  reasons  for  copyrighting  it,  if  you 
would  like  to  have  it.  When  the  Miller  examination  of  the  Mutual 
Life  and  other  companies  was  given  out  publicly,  I  believe  you  v/ill 
find  it  in  the  testimony  there  by  Mr.  McCurdy,  that  that  evi- 
dence was  copyrighted  by  some  one  connected  with  the  Mutual 
Life  or  in  their  interest,  in  order  that  they  might  not  have  that 
distributed. 

Q.  You  mean  that  the  Mutual  Life  copyrighted  Mr.  McCurdy's 
evidence  ?  A.  That  is  the  evidence ;  I  cannot  recall  just  what  it 
is,  but  you  will  find  that  in  Mr.  McCurdy's  evidence,  I  think, 
or  some  one's  there.  That  is  just  my  recollection.  Of  course,  I 
do  not  say  that  my  memory  is  absolutely  correct,  but  that  is  what 
my  impression  was.  At  least  I  had  heard  that  over  and  over 
again,  that  that  thing  was  done.  ISTow,  I  don't  know  what  their 
motives  were.  Do  you  want  that  (handing  paper)  ?  It  is 
simply  to  show  that  I  have  application  for  this  book. 

Q.  Of  course.  I  understand  that.  A.  You  will  probably  find, 
Mr.  Hughes,  some  very  interesting  correspondence  I  had  there. 
I  kept  it  to  shut  off  the  investigation  by  Mr.  Graham.  That  might 
interest  you. 

Q.  I  presume  you  to  refer  to  testimony  of  Mr.  McCurdy  on 
page  280  of  this  book.  Exhibit  455,  for  identification,  in  which 
it  is  said  referring  to  certain  testimony :  "  This  thing  was  de- 
veloped in  the  Miller  examination,  wasn't  it  ?     A.  Yes,  sir. 

"  Q.  It  was  positively  corroborated,  wasn't  it  ?     A.  Yes,  sir. 

"  Q.  By  whom  ?  A.  By  the  Mutual  Life  Insurance  Company 
of  New  York. 

"  Q.  Your  company  ?     A.  Yes,  sir. 

"  Q.  That  testimony  was  taken  before  the  Legislative  Commit- 
tee, was  it  not  ?     A.  No,  sir. 
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"  Q.  Before  whom  was  it  taken  ?  A.  Before  the  Superintend- 
ent of  the  Insurance  Department. 

"  Q.  Was  it  not  taken  before  a  legislative  committee  ?  A.  No, 
sir,  there  was  an  ecsamination  before  a  legislative  committee,  but 
this  was  evidence  taken  before  the  Superintendent  of  the  Insur- 
ance Department,  who  examined  it.  We  employed  our  own  stenog- 
rapher to  take  our  own  minutes  and  we  copyrighted  the  whole 
thing. 

"  Q.  You  copyrighted  the  evidence  taken  on  that  occasion  ?  A. 
Yes,  we  did. 

"  Q.  Has  it  ever  been  published  except  as  your  company  con- 
trol it  ?  A.  I  don't  know  'what  the  Superintendent  did  with  his 
minutes.     He  had  his  stenographer  there. 

"  Q.  Was  not  your  copyright  obtained  for  the  purpose  of  pre^ 
venting  the  general  publication  of  the  minutes  ? 

"  Q.  Please  answer  the  question.  Was  not  your  copyright  ob- 
tained for  the  purpose  of  prevenLing  the  publication  of  the  testi- 
mony ?  A.I  don't  know  how  I  can  answer.  I  did  not  copyright 
it,  and  cannot  state  what  the  board  or  members  of  the  Committee 
may  have  done  or  what  their  object  was. 

"  Q.  Did  you  take  part  in  copyrighting  it  ?  A.  I  don't  think 
I  personally  had  anything  to  do  with  it. 

"  Q.  Who  was  the  person  who  copyrighted  it?  A.  I  cannot 
say. 

"  Q.  Will  you  say  you  did  not  do  it  yourself  ?  _  A.  Yes,  I  will 
say  that. 

"  Q.  Has  there  ever  been  a  copy  of  the  testimony  published  to 
your  knowledge?  A.  I  have  heard  of  several  copies  being  in 
existence. 

"  Q.  Where  ?     A.  I  cannot  specify  at  the  present  time." 

Then  the  testimony  goes  on.  That  is  what  you  referred  to  ?  A. 
That  is  what  I  referred  to,  sir.  I  did  not  know  whether  my  mem- 
ory was  correct  or  not. 

Q.  Is  it  not  a  fact,  that  all  this  testimony  that  is  given  in  your 
book  Exhibit  455  for  identification  was  published  in  the  published 
report  of  the  investigation  ?     A.  Sure. 

Q.  In  the  Assembly  documents?  A.  I  presume  so,  sir,  but 
I  do  not  think  that  Assembly  document  is  correct. 

Q.  Now,  have  you  gone  and  compared  the  Assembly  document 
or  published  report  of  the  investigation  with  your  own  report  to  see 
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wherein  the  errors  or  charges  were  made?  A.  I  think  so.  Mr. 
Edward's  corrections  that  he  gave  me,  I  went  over  it  with  him. 

Q.  Was  it  anything  more  than  such  inaccuracies  as  naturally 
creep  into  a  report  which  is  hurriedly  printed  as  the  investigation 
proceeds?  A.  I  think  if  you  will  examine,  that  the  corrections 
were  made  in  italics.     That  will  show. 

Q.  Do  you  recollect  whether  or  not  they  were  of  special  im- 
portance ?     A.  It  struck  me  so,  sir. 

Q.  So  far  as  we  have  examined  them  there  are  a  great  many 
corrections,  verbal  corrections,  which  are  not  of  very  much 
importance  so  far  as  the  substance  is  concerned?  A.  I  know, 
but  a  comma  alters  a  sentence  sometimes. 

Q.  Now,  in  addition,  when  you  printed  in  it  certain  corres- 
pondence of  yours,  did  you  not?  A.  You  will  find  it  there, 
indexed,  I  think,  sir. 

Q.  Which  were  not  a  part  of  the  ofiicial  proceedings?  A. 
Why,  no,  I  don't  suppose  you  could  take  it  as  such. 

Q.  Have  you  also  included  in  your  publication  a  report  of  a 
committee  of  the  Assembly  of  1872,  which  was  not  of  course  any 
part  of  the  proceedings  of  1877?  A.  I  think  it  must  have  been 
connected  in  some  way  with  it. 

Q.  These  pages  I  now  call  your  attention  to,  29  to  32-F 
relating  to  the  report  of  the  committee  of  1872,  and  a  page — 
extraordinary  disclosures  under  oath,  the  Winston-English 
suit,  32-G  to  34,  the  middle  of  the  page— were  not  included  in 
the  official  report?  A.  I  don't  know,  sir.  I  don't  think  they 
were. 

Q.  And  they  were  not  a  part  of  the  official  investigation?  A. 
I  think  not,  sir. 

Q.  And  so  there  were  sundry  letters  which  you  had  addressed 
to  Jam«s  G.  Graham,  the  chairman  of  the  Insurance  Committee, 
as  appears  from  page  190  to  196  ?    A.  Yes,  sir. 

Q.  Which  were  not  a  part  of  the  proceedings  before  the 
committee  ?  A.  !N"o  but  Mr.  Grahani  had  the  privilege  of  making 
it  a  part  if  he  chose. 

Q.  But  they  were  not  a  part?  A.  Not  printed  as  official 
documents. 

Q.  And  similarly,  from  page  379  to  page  384.     A.  Yes,  sir. 

Q.  There  was  a  report  of  the  Superintendent  of  Insurance  as 
to  his  examination  of  the  New  York  Life,  setting  forth  certain 
testimony  of  Mr.  Pierce  which  you  included?  A.  I  don't 
89 
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know  whether  that  was  included  in  the  original  report  or  not, 
but  if  it  was  not  I  included  it. 

Q.  Yes  it  seems  to  have  been  inserted.  And  then  pages 
431  to  434,  certain  matters  relating  to  the  Manhattan  Life 
were  included  that  were  not  in  the  official  report,  as  well 
as  certain  correspondence  of  yours  appended  thereto.  A. 
Yes,  all  in  connection,  I  think,  with  the  subject  and  its  con- 
sideration. 

Q.  And  also  a  report  of  a  committee  on  grievances  relating 
to  the  petition  of  Stephen  English  signed '  by  C.  W.  Herrick, 
Mr.  Whelen  and  N.  E.  Townsend  was  made  a  part  of  the  re- 
port in  your  volume  ?  A.  I  suppose  so.  I  presume  I  thought 
that  all  of  that  was  inchided  in  the  original  report.  I  never 
examined 

Q.  And  at  the  end,  pages  594  to  602,  addressed  by  you  to 
Chairman  Graham.  Those  were' included  by  you?  A.  Those 
were  in  connection  with  that  examination  so  far  as  I  re- 
member. 

Q.  So  -that  in  getting  up  this  volume  you  put  in  connection 
with  the  corrected  testimony  of  the  prdceedings  before  tlie 
Committee  a  variety  of  matters  pertaining,  to  insurance  and 
insurance  companies,  which  were  not  a  part  of  the  official  re- 
port?   A.  No,  sir. 

Q.  And  which  were  not  introduced  officially  before  the  Com- 
mittee?   A.  I  cannot  answer  as  to  that,  sir.     I  presume  not. 

Q.  You  presume  not.  That  is  what  you  meant  by  saying 
you  had  included  matters  of  interest  in  connection  with  insur- 
ance?   A.  I  did  that. 

Q.  Together  you  say,  revised  edition  of  the  official  notes, 
together  with  correspondence,  summary,  and  other  matters 
of  interest  in  connection A.  That  is  what  I  copyrighted. 

Q.  That  is  extraneous  matter?    A.  Yes,  sir. 

Q.  And  put  in  a  convenient  form  here  in  connection  with 
the  examination?    A.  I  tried  to  do  so,  sir. 

Q.  And  it  was  matter  that  rather  reflected  on  the  insurance 
companies,  was  it  not,  or  certain  officers?  A.  Officers — ^I  don't 
think  it  reflected  on  the  insurance  interests. 

Q.  Well,  it  was  matters  that  reflected  rather  seriously  upon 
certain  officers?  A.  Well,  I  presume  they  considered  it  so.  I 
did. 

Q.  Have  you  had  any  interview  with  Senator  Depew  at  all 
regarding  this  matter?     A.  No,  sir,  T  don't  think  Senator  Depew 
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would  come  anywhere  near  me,  and  I  am  certain  I  won't  go  any- 
where near  him. 

Q.  You  have  never  had  any  agreement  or  arrangement  with 
him.  Have  you  ever  dealt  with  anybody  except  Mr.  Nichols  ? 
A.  You  don't  ask  me  that  question — altogether,  everything?  I 
would  have  to  say,  yes ;  I  have  had. 

Q.  I  mean  in  connection  with  insurance  matters?  A.  Yes, 
when  the  Graham  Bill  was  forced  through  the  Assembly,  by  1 
think,  104  to  4,  it  went  up  into  the  Senate  and  was,  of 
course,  handed  over  to  the  sub-committee  of  the  Senate,  Insiir- 
ance  Committee,  and  Mr. — and  certain  Senators  there,  I  think 
Senator  Wooden  and  Starback,  were  trying  to  force  that  Com- 
mittee to  a  vote,  that  Graham  Bill  to  a  vote,  so  it  was  very  neces- 
sary to  stop  it  in  some  way.  Well,  I  was  in  hopes  that  Mr. 
Graham  would  bring  otit  a  bill  that  I  could  thoroughly  endorse, 
but  when  he  did  bring  it  out,  I  held  then  and  hold  now,  that  if 
it  became  a  law  it  would  have  ruined  the  insurance  companies, 
and  consequently  I  felt  it  my  duty  in  the  interest  of  insurance 
to  oppose  that  bill.  So  Mr.  Depew  made  an  arrangement  to  have 
me  make  an  argument  before  the  sub-committee,  of  which  Mr. 
Toby  was  the.  Chairman — Toby,  you  remember — and  Pierce — 
Brad  Prince  and  Wagstaff.  I  appeared  before  that  Committee 
"  and  I  showed  them,  I  thought,  and  they  said,  conclusively,  that 
the  bill  would  injure  insurance,  and  so  when  they  went  up  iuto 
the  Senate  they  said  that  an  insurance  expert  had  made  an 
argument  and  it  required  that  they  should  send  for  other  infor- 
mation, and  so  on.  The  Senate  was  about  to  adjourn  in  ten  days, 
and  they  asked  for  further  time  and  they  sectired  it,  so  when  the 
matter  was  brought  before  the  Senate  for  a  vote,  it  only  lacked 
about  a  few  hours  before  adjournment,  and  Mr.  Prince  said  ho 
had  something  to  say  that  would  take  him  about  an  hour,  and 
Mr.  Ecclesine  said  he  had  something  to  say  that  would  take  him 
about  two  hours,  and  that  would  have  consumed  the  entire  balance 
of  the  Legislature,  so  the  matter  of  it  was  that  the  Graham  Bill 
was  killed  there  in  the  Senate.  That  is  one  of  the  ways,  I  believe, 
they  have. 

I  want  to  make  one  statement,  as  comments  have  been  made — 
I  made  a  statement  in  regard  to  the  Legislature  being  responsible 
for  present  conditions.  I  want  to  explain  that,  that  had  refer- 
ence entirely  to  the  Legislature  of  1883,  and  had  nO  relation  to 
the  present  Legislature,  which  I  believe  are  doing  what  I  asked 
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to  be  done  in  1883,  and  I  believe  tbey  are  doing  good  work,  at 
the  same  time  it  may  be  very  damaging  to  insurance,  for  this 
reason.  That  is,  the  stability  and  probably  the  solvency  of  every 
life  insurance  company  rests  upon  public  confidence.  The  failure 
of  various  companies  in  the  past  has  been  because  of  lack  of  con- 
fidence. ]N"ow,  it  is  absolutely  necessary  the.t  a  life  insurance 
company  shall  obtain  new  business  as  fast  as  some  drops  out. 
For  this  reason,  when  public  confidence  is  lost  and  lapses  follow, 
the  company  is  left  with  a  larger  amount  of  impaired  lives,  and 
that  increases  the  mortality  beyond  the  calculations  of  insurance. 
Consequently  the  company  must  inevitably,  if  they  cannot  get 
new  business,  and  the  business  drops  out,  they  must  inevitably 
come  to  a  condition  such  as  the  Charter  Oak.  Now,  Mr.  Morton 
is  the  new  president  of  the  Equitable,  I  believe.  He  made  a  very 
brilliant  railroad  man,  I  understand,  and  he  made  a  very  brilliant 
Cabinet  ofiicer,  but  he  has  struck  a  job  now,  that  if  he  succeeds,  he 
will  be  the  first  man  in  my  recollection  that  ever  did. 

Q.  Well,  now,  Mr.  Manning,  our  time  has  expired A.  I 

do  not  want  to  consume  your  time, 

Q.  And  I  merely  want  to  get  at  these  matters  with  which  you 
have  personal  knowledge.  Have  you  ever  been  retained  by  any 
of  the  corporations  or  insurance  companies  with  regard  to  matters 
of  legislation,  aside  from  the  time  you  mention?  A.  Yes,  sir,  on 
one  occasion  I  was  retained  by  a  fire  insurance  company. 

Q.  Life  insurance  company,  I  mean  ?  A.  Oh,  well,  it  is  the  same 
thing. 

Q.  Except  that  we  have  nothing  to  do  with  fire  insurance  com- 
panies here?  A.  "Well,  that  is  all  right,  except  there  is  a  good 
deal  of  fire  goinar  around. 

Q.  Have  you  ever  been  retained  by  any  life  insurance  com- 
panies in  relation  to  legislation  ?  A.  'No,  sir,  except  in  the  Graham 
Bill,  and  I  suppose  it  came  from  the  Mutual  Life,  for  which  I 
undertook  to  make  that  argument.  That  was  the  only  time  I 
had  any  dealings  whatever  with  Mr.  Depew. 

Q.  And  your  dealings  at  that  time  were  with  reference  to  your 
making  that  argument?    A.  That  is  all. 
Q.  Simply,  that  was  all  ?    A.  Yes. 

Q.  That  was  in  1883  ?  A.  No,  sir,  that  was  in  18YY,  the  Graham 
Bill. 

Q.  Well,  coming  down  to  these  years  since  you  have  been  en- 
gaged by  Mr.  Nichols,  have  you  had  anything  to  do  with  legisla- 
tion at  all  ?    A.  No,  sir,  except  to  keep  informed. 
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Q.  Wlien  you  had  this  arrangement  for  bringing  out  this  book, 
or  after  you  had  brought  it  out,  did  you  have  any  interviews  with 
any  of  the  people  representing  insurance  companies  about  it  ?  A. 
Why,  I  think  I  called  on  quite  a  number  of  them,  even  the  Mutual 
Life.  I  knew  several  of  them  wanted  to  have  their  statements 
put  on  there  in  the  shape  of  an  advertisement,  which  I  accepted, 
and  they  paid  for. 

Q.  You  mean  advertisements  in  your  book?  A.  Why,  you  will 
find  them  in  there,  sir,  statements  of  insurance  companies.  They 
were  very  anxious  indeed  to  have  their  statements  appear  there. 

Q.  What  did  they  pay  for  it?  A.  I  cannot  remember.  Some 
of  them  $50  and  some  of  them  probably  $100. 

Q.  And  those  are  the  statements  of  insurance  companies  that 
are  interpolated  from  time  to  time  in  the  course  of  the,  book  ?  A. 
No,  simply  their  last  statements,  as  reported,  you  will  find  prob- 
ably in  the  index  there  where  some  of  the  companies  have  been 
put  in  there. 

Q.  Oh,  these  official  reports  that  are  mentioned?  A.  Yes,  sir, 
you  will  find  the  advertisements  there.  I  know  you  will  find 
several;  I  don't  know  how  many. 

Q.  How  does  it  happen  that  no  copies  of  this  have  been  pub- 
lished from  the  plates,  if  there  has  been  any  demand  for  them? 
A.  I  did  not  find  that  there  was  any  necessity  for  it,  and  I  did  not 
care  to  go  into  it  any  further.  I  dropped  it  when  I  engaged  in 
another  business  and  could  not  attend  to  it. 

Q.  Did  you  have  any  arrangement  with  any  insurance  com- 
panies?   A.  No. 

Q.  Or  any  of  the  officers  connected  with  them  ?    A.  No. 

Q.  Was  there  any  effort  on  the  part  of  any  companies  to  get 
hold  of  the  plates  ?  A.  I  have  heard  there  were,  but  I  don't  know, 
sir. 

Q.  Do  you  know  how  it  was  that  they  failed  to  get  hold  of  them  ? 
A.  I  don't  know,  I  have  no  knowledge  of  that.  The  plates  were 
never  in  my  possession. 

Q.  Was  there  ever  any  arrangement  with  you  by  which  the 
plates  were  to  be  destroyed  or  removed?  A.  Not  by  any  com- 
pany, no,  sir. 

Q.  By  any  individuals?  A.  Well,  T  agreed  with  Mr.  Nichols 
not  to  continue  that  thing. 

Q.  When  was  that?  A.  That  was  when  we  mad©  this  arrange- 
ment. 
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Q.  In  about  1888?     A.  Yes,  sir. 

Q.  And  did  you  have  a  written  agreement  with  him  or  a  Verbal 
agreement?     A.  Oh  verbal,  always. 

Q.  And  just  what  was  your  agreement  with  Mr.  ISTichols?  A. 
That  I  should  hold  myself,  as  I  have  stated  here,  ready  to  render 
any ■ 

Q.  I  mean  about  not  continuing  with  this?  A.  Nothing  of  the 
kind.     I  let  the  whole  thing  go  and  dropped  it. 

Q.  You  said  you  agreed  you  would  not  go  any  further  with 
it.     A.  I  said  I  had  not  any  data  to  go  any  further  with  it. 

Q.  What  was  your  arrangement  with  him  about  the  continued 
publication  of  this?     A.  I  made  no  arrangement. 

Q.  What  was  said  about  it?  A.  Well,  to  let  the  thing  rest 
where  it  was. 

Q.  That  is  quiet  and  nothing  more  done  about  it?  A.  I  did 
noithing  more  about  it. 

Q.  How  much  were  you  to  get,  was  any  sum  fixed?  A.  Well, 
there  was  no  sum  fixed  further  than  what  I  held  the  balance  of 
the  books,  that  was  paid  for,  $10  a  copy. 

Q.  How  many  of  the  books  were  there?  A.  I  think  there  was 
probably  about  30  or  40. 

Q.  Were  those  given  to  Mr.  Nichols?  A.  I  sold  them  to  Mr. 
ISTichols. 

Q.  For  $10  a  copy?  A.  Well,  that  was  the  estimate,  and  with 
it  all  that  was  in  existence.     I  had  nO'  further  use  for  them. 

Q.  That  amounted  to  how  many  ?  A.  Well,  I  say  it  amounted 
to  about  probably  30  or  40  or  50.  .  It  might  have  been  something 
more  than  that. 

Q.  And  then  what  sort  of  an  understanding  did  you  have  "with 
him  about  the  amount  of  your  retainer?  A.  The  same  as  I  have 
stated  here. 

Q.  $450.     A.  $450. 

Q.  That  is  what  he  talked  to  you  at  that  time?     A.  Yes. 

Q.  And  why  was  it — it  was  understood  that  that  was  to  con- 
tinue how  long?     A.  Oh,  indefinitely,  only  for  one  year  at  a  time. 

Q.  During  your  life?     A.  Oh,  no. 

Q.  Did  this  matter  come  up  every  year  for  renewal?  A.  For 
what 

Q.  This  matter  of  payment?  A.  I  merely  asked  Mr.  Nichols 
if  it  should  be  continued  for  the  year  following  and  he  nodded. 

Q.  And  you  asked  him  each  year?     A.  I  suppose  I  must  have 
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done  so,  sir.  It  was  natural  for  me  to  know  i£  it  was  going  to  be 
continued.  It  was  a  matter  of  indifference  to  me  for  some  time, 
I  did  not  care. 

Q.  How  did  it  happen  that  the  New  York  Life  dropped  out? 
A.  Well,  that  matter  rests  entirely  between  Mr.  ITicholas  and 
Mr.  McCall.     I  don't  know  anything  at  all  about  that,  sir. 

Q.  That  was  a  surprise  to  you,  was  it  not?  A.  An  absolute 
one.  I  thought  it  was  not  a  very  creditable  thing  on  the  part 
of  Mr.  McCall,  to  accept  the,  services,  whatever  they  might  be 
at  the  expense  of  some  other  institution,  that  was  all. 

Q.  What  were  the  services  then?  A.  The  same  as  I  have 
stated. 

Q.  And  did  you  know  what  Mr.  Nichols  was  getting  from  the 
company?  A.  I  did  not  know,  sir,  any  more  than  you  did,  not 
until  this  evidence  came  out  here  by  Mr.  Nichols,  himself.  I 
never  knew  anything,  I  never  asked  Mr.  Nichols  about  his  affairs 
at  all. 

Q.  Did  he  pay  you  by  check?    A.  I  think  always. 

Q.  Always  by  check?     A.  Yes. 

Q.  And  did  he  give  you  a  round  check  for  $450?  A.  No,  sir, 
it  was  only  $75  at  a  time  lately.  I  have  only  received  half  of  it 
this  year  and  never  expect  to  receive  the  balance,  and  I  will  say 
here,  sir,  under  the  present  circumstances,  ten  times  that  amount 
could  not  get  me  to  accept  it. 

Q.  How  long  has  he  given  you  $75,  in  sums?  A.  Since  the 
thing  was  reduced. 

Q.  Since  the  time  it  was  $300  you  got  it  in  four  payments? 
A.  I  don't  remember,  I  don't  think  I  got  it  in  such  installments, 
but  whatever  the  monthly  installment  was. 

Q.  Was  it  in  monthly  installments?  A.  That  is  what  I  under- 
stood it  to  be. 

Q.  That  of  course  would  be  $25  a  month?  A.  Oh,  no,  during 
the  session. 

Q.  During  the  session  ?  A.  Yes,  not  to  exceed  the  four 
months. 

Q.  That  is  $75  during  the  four  months?     A.  Yes. 

Q.  When  it  was  $300  ?     A.  Yes. 

Q.  And  $112.50  when  it  was  $450?     A.  Yes. 

THE  CHAIRMAN :  How  does  it  come  he  has  not  the  whole 
of  this  year's?     The  session  is  over, 


2824  Legislative  Insurance  Investigation. 


Q.  The  Chairman  says  how  does  it  happen  you  have  not  all 
this  year A.  I  suppose  it  is  because  of  this  investigation. 

Q.  The  session  adjourned  you  see  away  back  in  — = —  A.  Oh, 
well,  they  owe  it. 

Q.  How  much  have  you  had  this  year  ?  A.  $150,  that  is  one- 
half. 

BY  MR  KOGEK.S: 

Q.  When  did  you  get  it,  what  payments?  A.  I  got  that  before 
the  investigation  commenced'. 

Q.  ISTo,  but  in  January  or  Pfebmary?  A.  It  must  have  been 
somewhere  along  there,  yes. 

Q.  Or  January  and  April?     A.  No,  not  as  late  as  April,  sir. 

BY  MR.  HUGHES: 

Q.  When  you  got  $450  for  the  year  did  you  get  that  in 
monthly  installments  during  the  session?  A.  It  is  my  recollec- 
tion it  was. 

Q.  Equal  monthly  installments  from  January  to  April?  A. 
Yes,  the  same  arrangement. 

Q.  Were  you  paid  anything  for  your  opposition  to  the  Graham 
Bill  ?  A.  I  received  some  money  from  the  Mutual  Life,  I  think, 
sir. 

Q.  How  much  was  that?  A.  Well,  I  suppose  it  was  about 
$600,  somewhere  along  there. 

Q.  Did  you  ever  get  anything,  from  the  Equitable  or  from 
Mr.  Depew?  A.  No,  I  never  asked  them  for  a  cent  and  never 
would  either,  sir. 

THE  CHAIRMAN:  The  Committee  will  adjourn  until  the 
usual  hour,  10.30  o'clock  to-morrow  morning,  and  all  witnesses 
whose  presence  was  required  here  this  afternoon  are  directed  to 
attend  at  that  hour  sharply. 

Adjourned  to  November  24,  1905,  at  10.30  o'clock,  A.  M. 


COUNCILCHAMBEE, 

CiTr  HalLj  New  Yoek  City. 

November  24,  1905  —  10.30  A.  K 

The  Committee  Biet  pursuant  to  adjouriupent,  Senator  Arm- 
strong in  the  chair. 

GEKALD  K.  BEOWN,  resumed. 

ME.  HUGHES:  We  cannot  proceed  this  morning  with  the 
Mutual  Eeserve  Life  Insurance  Company  as  one  of  the  counsel 
Jor  the  company  has  important  engagements  in  Washington,  and 
with  the  permission  of  the  Coinmittee,  I  will  take  up  some  other 
matters  to-day. 

Mr.  Brown,  you  have  been  asked  to  present  a  list  of  the  ten- 
ants in  the  Equitable  Building  with  the  annual  rental  paid  by 
each.    Is  this  a  correct  list  ?    A.  It  is. 

ME.  HUGHES :   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  456.) 

Q.  Do  all  these  tenants  pay  at  the  same  rate  for  the  same  ac- 
commodations ?    A.  They  do  not. 

Q.  What  discriminations,  if  any,  are  there  in  that  list^  A. 
They  pay  different  rates  on  different  floors. 

Q.  Undoubtedly,  but  is  there  any  discrimination  between  the 
different  tenants  with  like  accommodations  ?  A.  The  first  tenant 
that  I  come  to  that  does  not  pay  an  adequate  rental  is  the  Mer- 
cantile Safe  Deposit  Company. 

Q.  Has  there  been  any  modification  of  the  leases  that  were 
produced  before  Superinteiident  Hendricks?  A.  Not  that  I 
know  of. 

Q.  Then  you  refer  to  the  rental  reserved  in  those  leases  in  your 
statement?     A.  Yes. 

Q.  Proceed.  What  other  items  do  you  find?  A.  The  Equi- 
table Trust  CoQipany. 
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Q.  What  is  the  rental  paid  by  the  Equitable  Trust  Oompanj  ? 
A.  At  the  present  time  it  is  $20,000. 

Q.  What  would  be  an  adequate  rental  ?  A.  When  that  lease 
was  made  that  was  a  fair  rental. 

Q.  When  was  it  made?  A.  About  two  years  ago.  At  that 
time  we  had  a  great  many  vacant. offices  in  the  banking  districts 
which  have  since  been  taken  up. 

Q.  How  long  a  lease  is  it  ?    A.  From  year  to  year. 

Q.  What  is  an  adequate  rental  at  the  present  time?  A.  I 
should  say  about  $30,000. 

Q.  When  was  it  last  renewed  ?    A.  Last  May. 

Q.  What  was  an  adequate  rental  then  ?    A.  About  $30,000. 

Q.  Who  had  the  matter  of  renewal  in  charge  ?  A.  The  execu- 
tive committee. 

Q.  In  what  department  does  that  matter  fall?  A.  It  comes 
in  my  department. 

Q.  Did  you  make  any  recommendation  regarding  it?  A.  Not 
at  that  time. 

Q.  Have  you  since  ?    A.  Yes,  sir. 

Q.  When?     A.  Within  the  last  three  months. 

Q.  Has  any  committee  of  the  Equitable  the  matter  of  raising 
the  rent  in  hand  ?  A.  I  think  they  will  have  after  this  investiga- 
tion is  over  and  they  have  a  chance  to  get  down  to  hard  work. 

Q.  All  right.  What  is  the  next  item  that  you  meet  in  your 
list?  A.  Well,  these  short  rentals  up  through  the  buildings 
are  all  practically  on  the  same  basis;  some  rooms  are  dark,  some 
light,  some  are  short  and  some  long;  they  practically  average 
about  the  same. 

Q.  In  your  judgment  there  is  no  discrimination  in  the  other 
tenants?     A.  I  do  not  think  so. 

Q.  And  the  other  tenants  are  all  paying  a  fair  rental?  A. 
Yes,  sir. 

Q.  I  asked  you  the  other  day  to  whom  the  building  loan  was 
made  upon  the  King  model  house.  I  do  not  recall  the  name 
that  you  gave  me.     A.  G.  H.  King,  Jr. 

Q.  Was  there  a  man  named  Maddox  interested  in  that  trans- 
action? A.  Not  that  I  know  of.  There  was  a  man  named  Mad- 
dox to  whom  at  that  time  some  of  our  properties  were  trans- 
ferred and  held  in  his  name. 

Q.  What  relation  had  he  to  the  company?  A.  None  that  I 
know  of.  That  was  before  my  superin tendency  of  the  bond  and 
mortgage  department. 
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Q.  "Were  the  lots  bought  in  his  name?  A.  I  could  not  tell 
you,  Mr.  Hughes. 

Q.  Have  you  any  records  in  your  department  which  will  show 
whether  or  not  the  Equitable  paid  the  money  to  buy  the  lots  ? 
A.  I  may  have. 

Q.  You  say  this  was  before  your  superintendency  of  the 
department.  What  was  the  date?  A.  I  think  it  was  before 
1890.     I  became  superintendent  in  1892. 

Q.  When  were  the  buildings  erected?  A.  During  that  time — - 
I  think  they  were  finished  about  1891. 

Q.  In  whose  name  was  the  title  held  while  the  buildings  were 
being  erected?     A.  In  King's  name. 

Q.  Had  the  lots  been  transferred  by  Maddox  to  King?  A.  I 
presume  so. 

Q.  And  the  building  loan  was  made  to  King?     A.  Yes,  sir. 

Q.  Do  you  know  what  King  paid  for  the  property?  A.  Xo, 
I  do  not. 

Q.  Do  you  know  whether  King  paid  more  for  the  property 
than   Maddox   had?     A.  I   cannot   tell   you,    Mr.    Hughes. 

Q.  I  want  to  know  whether  it  is  not  the  fact  that  the  Equi- 
table in  the  name  of  Maddox  bought  that  property  and  then 
turned  it  over  to  King  and  made  a  building  loan  to  King — are 
you  familiar  with  the  facts  sufiiciently  to  answer  that  question  ? 
A.  I  think  the  Equitable  owned  the  property  originally,  carried 
it  in  Maddox's  name,  and  then  turned  it  over  to  Mr.  King. 

Q.  How  did  the  Equitable  acquire  the  property?  A.  Some 
of  it  by  foreclosure  and  some  of  it  in  exchange  for  country 
property. 

Q.  And  how  had  the  country  property  been  acquired?     A. 
That  had  been  acquired  under  foreclosure  many  years  ago. 

Q.  So  that  the  property  either  came  through  foreclosure  or  in 
exchange  for  property  that  had  been  acquired  through  fore- 
closure?    A.  Yes,  sir. 

Q.  And  what  was  the  value  on  the  books,  that  is  the  actual 
cost  to  the  Company  of  the  lots  thus  acquired?  A.  I  could  not 
tell  you  at  this  writing. 

Q.  Can  you,   approximately?     A.  No,  sir. 

Q.  Do  you  know  whether  the  transaction  in  the  transfer  of  the 
title  to  King  was  an  absolute  sale?     A.  So  far  as  I  know. 

Q.  Do  you  know  whether  the  company  realized  any  profit  on 
the  same?     A.  Not  that  I  know  of,  no,  sir. 
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Q.  Did  the  company  sell  for  the  book  value  ?  A.  That  I  can- 
not tell  you. 

Q.  Did  the  company  make  an  equivalent  loan  to  cover  the  pur- 
chase price?     A.  Yes. 

Q.  Did  the  company  get  any  cash  whatever  on  the  transaction? 
A.  I  don't  think  so. 

Q.  Did  the  company  provide  all  the  funds  for  iijiproving  the 
property?     A.  It  did. 

Q.  And  the  total  amount  of  loans  in  supplying  the  purchase 
money  on  the  transfer  and  the  money  needed  for  the  building  or 
buildings  was  how  much  ?  A.  I  don't  recall  the  exact  figures,  but 
I  think  it  was  $1,300,000  or  over  —  a  little  over.  I  thought  I 
had  a  paper  with  me,  but  I  find  I  haven't. 

Q.  That  was  all  the  money  that  had  been  expended  on  this 
property,  was  it  not?    A.  Yes,  sir. 

Q.  And  the  Equitable  for  the  expenditure  held  a  mortgage  ? 
A.  Yes,  sir. 

Q.  Was  any  of  the  property  sold  so  that  the  record  owner  got 
a  profit?     A.  I  don't  think  so. 

Q.  Have  you  means  for  finding  out  ?  A.  Who  do  you  mean  by 
record  owner? 

Q.  I  suppose  from  your  statement  it  was  King  ?  A.  Mr.  King, 
shortly  after  the  houses  were  completed,  deeded  them  back  to  the 
Society. 

Q.  At  what  price?     A.  At  cost  price. 

Q.  What  did  Mr.  King  get  out  of  the  transaction?  A.  I  can- 
not tell  you. 

Q.  Did  he  get  anything?    A.  I  don't  know. 

Q.  Have  you  any  record  which  will  show?     A.  "No,  sir. 

Q.  How  could  he  get  anything  of  the  transaction  if  he  deeded 
it  back  at  cost  price  ?  A.  He  could  not  unless  he  made  the  build- 
er's profit  putting  up  the  building. 

Q.  When  you  say  he  deeded  the  property  over  at  the  cost  price 
you  mean  what  cost  price?  A.  That  $3,100,000  that  they  cost 
the  company  practically. 

Q.  And  you  bought  the  property  back  foT  the  amount  of  money 
that  had  been  put  into  it  ?    A.  Yes. 

Q.  And  cancelled  your  mortgages  ?    A.  Yes. 

Q.  And  then  how  could  he  make  a  builder's  profit  ?  A.  I  think 
he  mnst  have  made  his  profit  out  of  the  contract  for  putting  up 
the  houses. 
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Q.  Did  he  have  the  contract?  He  let  the  contract?  A.  He 
made  the  contracts;  he  made  them  in  his  name. 

Q.  But  the  money  for  putting  up  the  houses  was  supplied  by 
the  Equitable?    A.  Yes,  sir. 

Q.  Under  the  building  loan,  went  to  King,  and  I  understood 
from  what  you  said  that  King  paid  out  all  the  money  he  got  from 
the  Equitable  in  actual  construction;  was  I  right  in  that?  A. 
Yes,  sir. 

Q.  Then,  where  did  his  profit  come  in?  A.  Mr.  King  must 
have  sub-let  the  contract  and  made  a  profit  out  of  them. 

Q.  That  was  what  he  was  in  it  for,  wasn't  it  ?    A.  I  don't  know. 

Q.  The  result  of  the  whole  transaction  was  that  the  Eqiiitable 
put  up  the  money  and  at  the  conclusion  had  all  the  property  and 
King  had  the  profit  ?     A.  If  you  want  to  look  at  it  in  that  way. 

Q.  Is  that  a  correct  way  of  looking  at  it?  A.  I  don't  want  to 
look  at  it  in  that  way  because  the  houses  were  finished  at  a  time 
when  it  was  impossible  to  market  them,  and  rather  than  go  to  the 
expense  of  foreclosing  they  were  deeded  back  to  us.  Since  then 
they  have  been  rented,  and  on  a  fair  basis. 

Q.  Suppose  the  market  had  been  favorable  when  the  buildings 
were  finished  and  the  properties  had  been  sold,  King  would  havo 
got  a  profit,  wouldn't  he  ?    A.  I  don't  know,  sir. 

Q.  Did  the  Equitable  have  any  contracts  or  papers  under  which 
it  would  have  had  any  share  of  the  profit?  A.  That  I  couldn't 
say. 

Q.  You  couldn't  say  of  any  ?    A.  JSTo,  sir,  I  do  not. 

Q.  So  far  as  you  know.  King  as  the  owner  would  have  had  the 
profit?     A.  Yes. 

Q.  Now,  what  persons  connected  with  the  Equitable  were  re- 
sponsible for  that  transaction  ?     A.  I  don't  know. 

Q.  This  transfer  to  King  and  the  loans  to  King?  A.  I  could 
not  teU  you. 

Q.  Did  these  matters  go  through  the  Executive  Committee  ?  A. 
They  went  through  the  Executive  Oonunittee. 

Q.  And  what  executive  officer  had  charge  of  it?  A.  Mr.  H. 
B.  Hyde. 

Q.  Is  there  any  other  case  where  the  Equitable  were  s^^pplying 
the  money  for  the  purchase  of  property  and  its  improvement  trans- 
ferred the  property  so  another  person  who  has  not  put  up  anything 
gets  the  profit  or  was  in  a  position  to  get  it  ?     A.  No,  sir. 

Q.  Then,  the  King  transaction  was  a  transaction  by  itself,  of  its 
own  class  ?     A.  Yes, 
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Q.  I  notice  that  in  a  great  majority  of  cases,  practicallr  all 
eases  so  far  as  my  eye  takes  them  in  on  a  cursory  examination, 
the  original  book  value  has  been  reduced  ?  A.  I  explained  that  to 
you,  Mr.  Hughes.     Would  you  like  to  have  it  again  ? 

Q.  Well,  I  don't  think  I  had  this  particular  sheet  in  mind  at 
the  time  ?     A.  Yes,  you  did. 

Q.  You  might  briefly  state  what  it  is,  so  we  will  have  it  before 
us.  A.  When  I  took  hold  of  the  Bond  and  Mortgage  Department, 
in  1892,  I  found  some  of  the  property  carried  at  too  high  a  figure 
for  the  then  market  value,  and  some  of  it  at  too  low  a  figure,  and  I 
recommended  to  Mr.  Hyde,  the  president,  that  the  values  should 
be  equalized,  and  also  that  a  sinking  fund  should  be  established. 
He  did  not  take  it  up  at  that  time,  but  later  on  he  established  a 
contingent  guarantee  fund,  which  was  carried  for  two  or  three 
years,  and  I  think  in  1899  was  spread  upon  the  books,  and  the 
values  of  the  property  were  equalized  and  they  were  brought  down 
to  what  we  considered  the  then  market  value. 

Q.  You  have  a  statement  here  showing  the  earnings  on  book 
values  of  the  improved  property,  showing  2.99  per  cent  net  receipts, 
I  take  it,  upon  the  book  value  ?     A.  Yes. 

Q.  What  improved  property  is  included  in  that  summary  ?  A. 
All  this  property  that  you  see  on  the  list. 

Q.  That  is  the  foreclosure  property  ?     A.  Yes. 

Q.  And  can  you  tell  me  what  the  percentage  of  net  receipts 
ici  upon  the  actual  cost  of  those  properties?  A.  No,  I  cannot 
figure  that  up  now. 

Q.  It  would  be  considerably  less,  though?  A.  Yes,  a  little 
over  two  per  cent,  I  think,  offhand. 

Q.  I  notice  upon  this  Exhibit  No.  429  (pointing  to  various 
vacant  properties) — is  it  the  practice  of  the  Equitable  to  make 
loans  on  unimproved  property  ?    A.  Not  now. 

Q.  When  was  the  practice  changed?  A.  Well,  we  have  made 
loans  upon  unimproved  property  on  Manhattan  Island,  off  and  on, 
for  many  years.  Just  at  the  present  time  we  are  not  considering 
applications  upon  vacant  land. 

Q.  Is  there  a  new  rule  to  that  effect  ?  A.  Not  a  rule.  There 
are  not  many  sections  where  it  is  desirable  to  loan  upon  vacant 
land. 

Q.  Is  it  still  the  practice  of  your  company  to  put  the  matters 
of  fire  insurance  on  properties  mortgaged  to  the  company  in  the 
bandg   of   Frank    B.    Jordan  ?     A.  Mr.     Frank     B,     Jordan-^ 
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there  has  been  a  great  deal  of  sentiment  in  the  papers  about 
our  fire  insurance  matter,  and  I  would  like  to  make  a  little 
statement,  which  will  sort  of  clear  it  up.  Mr.  Frank  B.  Jor- 
dan was  not  appointed  by  his  father.  He  was  appointed  by 
Hr.  Henry  B.  Hyde  sometime  after  I  took  hold  of  the  Bon.i 
and  Mortgage  Department.  When  Mr.  Hyde  died,  in  1899, 
the  new  president,  Mr.  James  Alexander,  sent  for  me  and  asked 
me  how  we  could  safeguard  our  fire  insurance  matters,  and 
after  several  discussions,  he  made  the  suggestion  that  in  his 
opinion  we  could  do  better  by  handling  it  ourselves.  It  was 
then  referred  to  counsel  and  they  approved  of  the  form  of  the 
clause  that  we  now  have  in  our  mortgages,  and  it  has  been 
there  since  1900,  by  which  the  mortgagor  specially  authorizes 
us  to  place  his  fire  insurance  for  him.  Mr.  Frank  B.  Jordan 
happened  to  be  our  broker,  and  he  was  continued  by  Mr.  James 
Alexander,  and  I  do  not  think  it  is  right  to  consider  the  indi- 
viduality of  the  broker,  because  we  are  liable  to  discharge  him  to- 
day and  employ  somebody  else  to-morrow.  It  is  the  system  that 
should  be  considered  and  not  the  individual. 

Q.  Yes.  N'ow,  considering  the  system,  what  led  you  to  have 
siach  a  system  introduced?  A.  For  safety  and  convenience.  I 
think  that  every  manufacturer  or  business  man  who  has  largo 
lines  of  fire  insurance,  tries  to  concentrate  his  business  through 
one  source,  through  one  head. 

Q.  Do  you  know  whether  other  insurance  companies  require 
persons  mortgaging  property  to  them  to  put  the  insurance  in  the 
hands  of  a  particular  broker?  A.  I  do  not  of  my  own  personal 
knowledge,  but  I  have  understood  there  are  other  insurance 
companies,  and  some  banks,  that  do  that. 

Q.  Well,  we  have  had  one  case  of  the  Metropolitan?    A.  Yes. 

Q.  Do  you  understand  that  there  is  any  other?  A.  I  do  not 
know  of  any  other,  but  I  have  had  inquiries  from  institutions, 
and  loaners  of  money  to  give  them  a  copy  of  that  clause  in  our 
mortgage,  as  they  thought  the  system  was  a  good  one  to  adopt. 

Q.  How  does  it  promote  safety,  what  has  the  particular  broker 
who  places  the  insurance  to  do  with  the  element  of  safety?  A. 
Why,  where  you  have  your  business  spread  among  many  different 
brokers,  it  makes  just  so  many ■  sources  to  watch;  fire  insurance 
policies  for  mortgage  cases  have  to  be '  delivered  on  the  date  of 
the  expiration  of  the  policy,  which  is  about  running  out,  other- 
wise the  security  would  lapse.     Our  experience  in  the  past  has 
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been  that  many  brokers  do  not  present  their  polieies  on  time.  It 
necessitated  our  watching  the  matter  and  going  out  and  binding 
the  insurancCj  and  until  the  rule  was  changed,  we  had  to  hold 
that  binder  until  the  broker  would  bring,  in  his  policy,  and  then 
make  our  exchange.  We  could  not  complete  our  books,  we  could 
not  get  our  books  in  good  shape.  It  was  not  conyenient  because 
we  had  to  watch  so  many  different  brokers.  At  that  time,  shortly 
after  I  eame  into  the  department  I  changed  that  rule  and  made 
one  which  required  a  broker  to  have  his  policy  on  hand,  or  else 
we  would  place  the  insurance  ourselves^  We  had  a  little  friction 
about  that,  but  it  finally  was  adopted. 

Q.  Does  the  company  get  any  part  of  the  commission  received 
by  Mr.  Jordan?    A.  Jio,  sir. 

Q.  Does  any  officer  of  the  company?    A.  No  officers. 

Q.  Or  any  one  connected  with  the  company  get  any  part  of 
it?    A.  No. 

Q.  Or  any  payments  from  Mr.  Jordan  of  any  kind?  A.  Ab- 
solutely, no,  sir.  Mr.  Jordan's  commissions  do  not  come  out  of 
the  Equitable  Company  and  do  not  come  out  of  the  mortgagors. 
They  are  paid  by  the  fire  insurance  companies. 

Q.  Do  you  know  how  much  they  amount  to?  A.  Our  fire 
insurance  business  in  force  at  the  present  time  is  about  fifty-two 
millions  on  mortgage  cases.  I  should  say  offhand  that  about 
half  of  that  expires  each  year,  of  that  half  perhaps  fifty  per 
cent,  belongs  to  the  mortgagors  under  the  new  riile,  and  that  is 
placed  through  Mr.  Jordan. 

Q.  That  is  about  thirteen  millions  a  year?  A.  Yes.  I  do  not 
know,  I  am  not  familiar  with  fire  insurance  commissions,  but  I 
should  average  that  he  might  make  from  eight  thousand  to  ten 
thousand  dollars  a  year  on  that. 

Q.  How  much  of  the  insurance  is  placed  with  the  Continen- 
tal? A.  At  the  present  time  I  think  the  Continental  holds 
about  twenty  per  cent,  of  the  insurance.  The  next  largest 
company  is  eight  jjer  cent.,  the  next  seven  per  cent.,  the  next 
six  per  cent,  and  the  rest  is  divided  among  about  one  hundred  and 
twelve  or  a  hundred  and  thirteen  companies. 

Q.  How  does  it  happen  that  the  Continental  has  twenty  per 
cent,  of  the  insurance?  A.  Well,  we  have  offered  them  perhaps 
more  business  than  we  have  some  of  the  other  companies. 

Q.  Under  whose  instructions  did  that  begin?  A.  Mr.  Jamea 
H,  Hyde. 
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Q.  When  did  it  begin  ?  A.  I  should  say  about  four  or  five 
years  ago. 

Q.  What  were  Mr.  James  H.  Hyde's  relations  to  the  Conti- 
nental?   A.  JSTow? 

Q.  Then  ?    A.  I  think  he  was  a  director  in  the  Continental 

Q.  And  fl  stockholder  ?     A.  I  don't  know,  sir. 

Q.  What  were  Mr.  Hyde's  instructions?  A.  That  we  should 
offer  fire  insurance  business  to  the  Continental. 

jQ.  In  the  first  instance  ?    A.  Yes. 

Q.  And  not  offer  to  other  companies  unless  the  Continental  had 
all  it  wanted  ?    A.  ISTo,  that  was  not  so. 

Q.  What  is  the  meaning  of  offering  it  to  them  in  the  first  in- 
stance? A.  I  think  Mr.  Hyde's  direct  instructions  were  that  we 
shoiiid — if  you  will  let  me  think,  I  will  try  to  get  it  straight — well, 
I  will  let  it  go  at  that,  Mr.  Hughes. 

Q.  At  what?  A.  We  offered  the  Continental  the  business  in 
the  first  instance. 

Q.  Well,  I  inferred  from  that,  incorrectly,  as  you  stated,  that 
they  were  to  have  what  they  wanted  out  of  it  first  ?    A.  Yes. 

Q.  E'ow,  is  that  right  ?     A.  That  is  right. 

Q.  And  what  they  did  not  want  would  go  to  other  companies  ? 

(ITo  answer.) 

Q.  To  whom  did  Mr.  Hyde  give  these  instructions  ?  A.  These 
instructions  came  to  me  through  Mr.  Mclntyre. 

Q.  And  to  whom  did  you  give  them  ?  A.  I  gave  them  to  my  in- 
surance man  in  the  Department. 

Q.  And  he  gave  them  to  Mr.  Jordan  ?    A.  Yes,  sir. 

Q.  Did  the  matter  come  before  any  Committee  of  the  Equi- 
table ?  A.  I  don't  know,  I  presume  it  must  have  been  discussed 
in  the  Executive  Committee  as  all  those  matters  were. 

Q.  That  is  a  matter  you  do  not  know  personally  as  you  are  not 
a  member  of  that  Committee  ?    A.   ISTo,  I  was  not  present. 

Q.  Were  your  instructions  official  instructions  frotn  Mr.  Hyde  ? 
A.  -^o. 

Q.  Verbal  instructions  ?    A.  Verbal  instructions. 

Q.  Are  you  insured  in  the  Equitable,  Mr.  Brown  ?    A.  I  am. 

Q.  Do  you  get  any  commissions  from  any  agents  on  the  in- 
surance ?  A.  Mr.  Hughes,  my  policies  were  taken  out  before  the 
rebate  law  went  into  effect  and  I  put  them  through  an  agent  and 
received  fifty  per  cent,  brokerage  on  the  premium,  on  the  first 
premium. 
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Q.  Wlio  was  the  agent  ?    A.  Mr.  Charles  H.  Bryan. 
Q.  And  that  was  simply  fifty  per  cent,  brokerage  and  riot  a 
renewal  commission  ?    A.  No  renewals,  no,  sir. 

Q.  Are  you  insured  in  any  other  company  besides  thei  Equi- 
table ?    A.  'No,  sir,  not  to-day. 

Q.  Have  you  ever  received  any  commissions  from  agents  of 
other  companies  on  insurance  in  other  companies  ?  A.  On  my 
life? 

Q.  Yes.    A.  No,  sir. 
.    Q.  You  were  familiar  with  the  papers  and  leases  submitted 
to  Superintendent  Hendricks  in  relation  to  the  Mercantile  Safe 
Deposit  Company  ?    A.   ISTo,  sir,  I  was  not. 

Q.  I  do  not  mean  that  you  were  acquainted  with  the  original 
ti'ansaction,  but  with  the  documents  which  were  submitted  to 
Superintendent  Hendricks?    A.  No,  I  was  not. 

Q.  You  have  nothing  to  do  with  that?  A.  They  were  not  in 
iny  custody.  i 

Q.  What  department  has  to  do  with  them?  A.  My  depart- 
ment, but  the  leases  were  always  kept  by  Mr.  Mclntyre. 

Q.  Then,  was  the  investigation  of  Superintendent  Hendricks 
ihe  first  information  you  had  as  to  the  terms  under  which  the 
Mercantile  Safe  Deposit  Company  held  their  portion  of  the  prem- 
ises?   A.  Yes. 

Q.  And  does  your  department  keep  a  record  of  the  amounts 
paid  by  the  Mercantile  Safe  Deposit  Company?    A.  Yes. 

Q.  And  of  the  amounts  expended  by  the  Equitable  for  repairs 
and  improvements?    A.  No,  sir. 

Q.  In  what  department  is  the  latter?  A.  That  would  be  in 
the  department  of  the  engineer. 

Q.  How  did  you  know  the  Mercantile  Safe  Deposit  Company 
^\■as  paying  what  it  should  pay  ?  A.  I  did  not  know,  I  knew  this, 
that  Mr.  Mclntyre  checked  over  the  account  every  quarter  when 
tbey  sent  their  remittances. 

Q.  And  you  relied  entirely  upon  Mr.  Mclntyre's  O.  K.?  A. 
Yes,  sir,  he  was  my  superior  officer. 

Q.  What  in  your  judgment,  was  a  fair  rental  for  the  premises 
occupied  by  the  Mercantile  Safe  Deposit  Company?  A.  To-day 
I  should  say  about  fifty  thousand. 

Q.  A  year?    A.  A  year. 

Q.  You  say  that  Mr.  Jordan  had  been  appointed  originally  by 
Mr.  Hyde?   '.A-  Yes.  •• 
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Q.  For  what  purpose  liad  he  been  appointed?  A.  To  look  after 
fire  insurance. 

Q,  Was  he  on  a  salary  ?  A.  No,  he  was  then  in  the  general  fire 
insurance  business. 

Q.  Before  the  enactment  of  this  rule,  what  business  did  he  get, 
or  how  did  he  get  any?  A.  Why,  I  don't  think  he  got  much  of 
our  business  at  that  time.  When  I  came  into  the  department 
there  was  another  firm  looking  after  the  fire  insurance  business. 

Q.  Has  it  ever  occurred  to  you  that  you  could  appoint  a  clerk 
to  attend  to  this  fire  insurance  on  a  salary?    A.  It  has. 

Q.  Why  was  not  that  done  ?  A.  On  account  of  the  rule  of  fire 
insurance  exchange,  that  would  not  admit  of  a  corporation  taking 
commissions  on  a  business  of  that  kind.  That  is  my  remembrance 
of  it. 

Q.  You  mean  what  corporation?  A.  Any  corporation  taking 
commissions  on  its  own  business. 

Q.  Do  you  know  whether  or  not  any  of  the  title  companies  ap- 
point clerks  to  attend  to  such  business?  A.  Not  of  any  direct 
knowledge,  but  I  haA^e  heard  that  after  a  long  argument  the  Title 
Guarantee  &  Trust  Company  have  recently  prevailed  upon  the 
Fire  Insurance  Exchange  to  make  such  a  ruling,  and  I  might  say 
to  you,  that  during  the  entire  three  months  I  have  had  one  or 
two  conversations  with  the  president  of  the  Exchange  to  talk 
about  the  advisability  of  this  very  move,  but  I  have  been  altogether 
too  busy  to  follow  it  up,  and  I  shan't  be  able  to  give  it  any  further 
attention  until  these  things  are  all  over. 

Q.  When  did  this  matter  first  occur  to  you  of  the  advisability 
of  having  a  clerk  employed  ?    A.  During  the  last  six  months. 

Q.  Do  you  know  anything  about  the  Crocker  in  San  Francisco  ? 
A.  I  do  not. 

Q.  That  is  not  in  your  department  at  all?    A.  No. 

Q.  That  is  in  the  Auditor's  Department?  A.  The  Crocker 
Building?  I  don't  know  what  it  means,  we  haven't  any  Crocker 
Building. 

Q.  Don't  you  lease  premises  in  the  Crocker  Building?  A.  That 
would  come  under  the  Agency  Department. 

FEANCIS  W.  JACKSON,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MK.  HUGHES : 

Q.  You  are  the  Auditor  of  the  Equitable  Life  Assurance  So- 
piety?     A.  Yes,  sir. 
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Q.  And  how  long  have  you  been  such  Auditor?  A.  Since 
1892. 

Q.  What  do  you  do  as  Auditor?  A.  A  number  of  things, 
principally  the  charge  of  the  financial  matters  of  the  Foreign 
Agencies. 

Q.  Do  you  take  charge  of  any  other  financial  matters?  A. 
The  matters  of  the  foreign  buildings,  that  is  to  say,  the  Account- 
ing Department  of  the  foreign  buildings. 

Q.  Apart  from  foreign  agencies,  and  foreign  buildings,  do  you 
take  charge  of  any  financial  matters  ?  A.  I  have,  of  course,  to 
look  after  that  portion  of  the  foreign  agency  business,  which  is 
conducted  in  the  United  States. 

Q.  And  what  is  that?  A.  Payment  for  their  account,  pay- 
ment to  them,  supplying  them  with  funds  in  'New  York,  and  gen- 
erally the  transfer  of  funds  between  foreign  agencies. 

Q.  Do  you  have  anything  to  do  with  financial  transactions  in 
the  United  States  in  connection  with  foreign  business  ?  A.  Very 
little.  I  must  add,  however,  that  the  general  books  of  the  So- 
ciety are  in  my  department. 

Q.  Who  looks  after  the  bookkeeping  of  the  Society?  Who 
audits  the  accounts?  A.  All  of  the  cash  accounts  we  have  no 
jurisdi'^ition  over  at  all. 

Q.  What  do  you  include  in  that  description?  A.  We  simply 
embody  in  our  journal  the  accounts  which  come  to  us  from  the 
cash  book. 

Q.  What  do  you  do  in  supervising  the  bookkeeping  of  the 
Society?  A.  We  carry  the  cash  book  items  into  the  journal  and 
from  there  into  the  general  ledger  and  prepare  the  statements 
from  that. 

Q.  We  have  had,  for  example,  presented  here  evidence  that 
there  was  a  George  H.  Squire,  Trustee  Account,  did  you  ever 
hear  of  that?  A.  I  have  heard  of  it  within  the  last  three  months, 
never  before. 

Q.  How  do  you  explain  the  fact  that  having  charge  of  the 
books  of  the  Society  such  an  account  never  came  to  your  atten- 
tion? A.  Such  an  account  was  never  on  the  books  of  the  So- 
ciety. 

Q.  Would  you  in  auditing  the  books  of  the  Society  discover, 
any  items  of  cash  from  the  proceeds  of  securities  that  had  not 
gone  into  the  regular  books,  the  regular  accounts?     A.  No,  sir. 

Q.  Was  there  any  one  charged  with  the  duty  of  auditing  the 
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accounts  of  the  Society  to  see  that  proceeds  of  securities  came 
regularly  into  the  company's  account.  A.  Those  things  all  came 
through  the  Security  Department. 

Q.  Did  you  audit  the  Security  Department  ?    A.  No. 

Q.  Who  did  ?  A.  Well,  the  chief  of  the  Security  Department, 
Mr.  Gilchrist,  would  do  that.  They  only  came  to  our  notice  after 
they  had  gone  into  the  actual  cash  book. 

Q.  Suppose  collateral  were  disposed  of  and  moneys  received, 
those  moneys  would  go  into  what  account  in  the  first  instance? 
A.  I  do  not  quite  understand  your  question. 

Q.  Suppose  collaterals  were  sold  in  order  to  pay  a  loan  made 
by  the  Society,  and  moneys  came  in,  where  would  those  moneys 
go  ?    A.  They  would  go  to  the  credit  of  the  loans. 

Q.  Would  they  come  under  your  notice  as  auditor?  A.  We 
get  notice  if  the  loan  was  paid,  of  course. 

Q.  Suppose  securities  were  disposed  of  and  proceeds  received 
which  were  applicable  to  a  loan  and  not  credited,  would  that 
come  to  the  notice  of  the  auditor?  A.  That  would  not  come 
to  our  notice. 

Q.  To  whose  notice  would  it  come  in  the  ordinary  course  of 
business?     A.  Well,  to  those  having  charge  of  the  securities. 

Q.  ISTobody  else?    A.  Nobody  else. 

Q.  Did  you  ever  hear  of  the  J.  W.  Alexander  No.  3  account  ? 
A.  I  have  heard  of  that  within  the  last  four  months,  that  is  all. 

Q.  Prior  to  that,  prior  to  the  last  four  months?  A.  Never 
before  that  time. 

Q.  Did  you  ever  hear  of  the  amount  that  Mr.  Murray  testified 
the  other  night,  four  hundred  thousand  dollars  that  had  been 
carried  on  memorandum  in  his  cash,  for  a  period  of  time?  A.  I 
do  not  recognize  that  at  all,  I  never  heard  of  it. 

Q.  Was  there  anybody  that  audited  Mr.  Murray's  cash  ?  A. 
The  cash  was  counted,  I  believe,  once  a  week. 

Q.  By  whom?  A.  Those  are  the  rules.  By  the  Comptroller 
or  some  official,  or  semi-official  person  appointed  by  him. 

Q.  That  is,  the  cash  was  counted  once  a  week  by  Mr.  Jordan 
or  someone  appointed  by  Mr.  Jordan?    A.  So  I  believe. 

Q.  But  no  one  in  the  Auditor's  Department?    A.  No. 

Q.  Then  your  business  as  auditor  simply  consists  in  looking 
at  certain  entries  in  the  books  to  see  if  they  balanced?  A,  So 
far  as  the  cash  books  is  concerned,  yes. 

Q.  You  really,  if  the  bookkeeping  was  regular,  after  the  trans- 
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action  got  into  the  cash  book,  had  nothing  to  go  by  in  checking 
up  the  bookkeeping  ?    A.  "We  are  not  responsible  for  that. 

Q.  That  practically  amounts  to  no  check  at  all  upon  the  dis- 
position of  the  funds  of  the  society  in  irregular  payments,  does 
it?  A.  In  so  far  as  this,  it  did,  in  so  far  as  the  balance  in  the 
cash  book  must  agree  with  the  balance  on  the  ledger. 

Q.  But  we  have,  as  a  matter  of  fact,  very  large  amounts  paid 
out,  have  we  not?  A.  True,  and  they  were  charged  to  such 
and  such  accounts,  such  and  such  accoiiuts  would  go  on  the  ledger 
to  balance  the  cash. 

Q.  Yes;  and  if  as  a  matter  of  fact  the  cash  was  balanced  by 
receipt  of  check  from  the  Mercaiitile  Trust  Company  and  thoro 
was  nothing  on  the  books  to  show  the  indebtedness  to  the  Mercantile 
Trust  Company,  the  books  would  utterly  fail  to  show  such  an  ac- 
count as  the  J.  W.  Alexander,  ISTo.  3  account  ?  A.  That  is  the  con- 
dition of  affairs  exactly. 

Q.  So  that  as  auditor  you  were  aware  there  was  practically  no 
check  on  the  financial  aifairs  of  the  Society  if  there  was  a  dis- 
position to  have  extraneous  accounts  built  up  in  the  way  these 
accounts  were  built  up?  A.  Those  matters  were  kept  entirely 
in  the  hands  of  a  few  persons  and  tliey  never  come  to  our  knowl- 
edge, let  alone  our  being  acquainted  with  the  details. 

Q.  How  could  that  be  prevented?  A.  It  could  be  prevented 
by  more  complete  examination  of  the  cash  books  and  more  com- 
plete audit  of  the  cash  book. 

Q.  Then  instead  of  having  an  audit  of  the  cash  book  made 
by  the  man  who  had  the  right  to  draw  the  money  from  the 
cashier  you  would  have  it  made  by  some  other  person  ?  A.  Some 
other  person. 

Q.  What  is  the  present  method  of  auditing  in  the  Equitable 
—  has  there  been  any  change?  A.  Not  that  I  am  aware  of. 
I  daresay  there  has  been  a  change  but  I  don't  know  what  it  has 
been. 

Q.  Coming  now  to  the  foreign  buildings,  I  understand  they 
are  under  your  supervision  as  auditor?  A.  The  receipts  and  dis- 
bursements, yes. 

Q.  I  call  your  attention  to  the  building  in  Paris,  Paris  build- 
ing No.  1.     When  was  that  building  acquired?     A.  In  1881. 

Q.  What  was  the  actual  cost  ?  A.  The  actual  cost  up  until 
the  present  time  —  I  cannot  give  you  the  original  cost  —  the 
actual  cost  up  to  the  present  time  has  been  $843,000  and  odd. 
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Q.  When  was  the  new  building  known  as  Eiiilding  No.  3,  ac- 
quired? A.  The  main  part  was  purchased  in  December,  1901. 
There  was  an  addition  purchased  in  the  very  end  of  1904. 

Q.  How  much  was  paid  for  the  original  part  of  the  new  biiild- 
mg'i  A.  Well,  I  have  the. two  together  here.  The  amount  paid 
for  the  new  part  was  a  little  over  $4,000  and  the  amount  paid  for 
the  whole  was  $2,126,150. 

Q.  What  was  the  reason  for  buying  this  new  building?  A. 
Well,  I  don't  know. 

Q.  Well,  have  you  heard  of  any  reason  ?  A.  ISTo,  sir,  I  have 
never  heard  of  any  reason  given. 

Q.  Who  bought  it?     A.  Well,  I  can't  say;  I  don't  know. 

Q.  How  did  the  matter  come  to  your  attention?  A.  The  mat- 
ter of  the  purchase? 

Q.  Yes.     A.  By  the  payment  of  the  money. 

Q.  Is  that  the  first  intimation  that  you  had?  A.  Oh,  no;  T 
have  a  good  deal — I  have  heard  of  things,  of  course,  but  I  cannot 
tell;  of  course  you  can  get  accurate  information  on  that  point  by 
asking  the  3d  Vice-President  who  is  better  acquainted  with  those 
things  than  I  am. 

Q.  You  mean  Mr.  Wilson?     A.  Mr.  Wilson. 

Q.  The  matter  of  the  payment  of  the  money  came  to  your  at- 
tention in  connection  with  some  order  for  payment?  A.  Came 
to  my  notice  directly  in  this  way,  that  I  was  instrumental  in  pur- 
chasing a  draft  from  New  York  for  the  payment  of  the  building. 

Q.  Under  whose  direction  did  you  purchase  the  draft?  A.  I 
could  not  say;  it  was  either  the  president  or  the  vice-president;  T 
don't  remember  which. 

Q.  Do  you  know  anything  about  the  adequacy  or  inadequacy 
of  the  former  building  in  Paris?     A.  Yes. 

Q.  What  do  you  know  about  it?  A.  Well,  it  has  always  ap- 
peared to  me  that  it  was  quite  adequate  for  the  needs  of  the 
Society  so  far  as  an  office  was  concerned. 

Q.  What  had  led  you  to  believe  it  was  adequj^te  for  the  needs  of 
the  Society?     A.  Well,  I  have  been  there  several  times. 

Q.  How  often  have  you  been  there?  A.  I  have  been  there 
three  times  since  the  building  was  purchased. 

Q.  What  was  your  last  visit,  the  date  of  it?  A.  What  was  my 
last  visit? 

Q.  Yes.     A.  In  1901. 

Q.  What  did  you  then  observe  with  regard  to  the  adequacy  of 
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the  building  then  in  use?  A.  Well,  it  seemed  to  ine  very  con- 
venient and  very  adequate. 

Q.  What  was  its  location?  A.  It  is  on  the  Avenue  des  I'Opera, 
a  very  good  location,  not  very  far  from  the  opera  house. 

Q.  How  large  a  building  is  it?  A.  I  think  it  is  a  five-story 
double  building  with  a  frontage  of  perhaps  from  100  to.  120  feet, 
that  is  a  mere  guess  because  I  can't  tell  positively  about  that. 

Q.  How  much  of  it  was  occupied  by  the  Society?  A.  There 
were  two  floors  of  one  of  the  buildings,  and  some  minor  offices  I 
think  on  the  third  floor. 

Q.  Then  they  did  not  use  it  all?  A.  No,  they  did  not  use  a 
quarter  of  the  building. 

Q.  What  was  the  condition  of  the  foreign  business  in  lOOl  so 
far  as  that  related  to  the  Paris  office  —  was  it  growing?  A.  The 
business  was  very  flourishing  at  that  time  and  until  recently. 

Q.  Until  how  recently?  A.  Until  perhaps  the  middle  of  last 
year,  and  we  did  a  very  good  business  up  to  the  beginning  of  this 
year. 

Q.  Then  so  far  as  yeu  know  there  was  no  necessity  then  for 
getting  another  building?  A.  Well,  that  is  my  opinion,  that  is 
all. 

Q.  'Row,  this  new  building  which  you  say  has  cost  all  told 
$2,126,000  is  not  occupied  by  the  Society  at  present?  A.  Not 
at  all. 

Q.  Do  you  know  any  reason  why  the  addition  should  have  been 
acquired  to  which  you  referred?  A.  Well,  I  presume — T  have 
110  doubt  it  was  purchased  in  order  to  make  a  regular  piece  of 
property  instead  of  an  irregular  piece. 

Q.  What  is  the  location  of  the  new  building?  A.  That  is  on 
the  Avenue  des  I'Opera  also ;  it  is  on  a  point. 

Q.  You  mean  a  triangular  comer?     A.  Triangular  comer. 

■Q.  How  far  from  the  opera  house?  A.  You  might  say  directly 
opposite  the  opera  house,  although  the  opera  house  is  some  dis- 
tance away  from  it. 

Q.  On  the  comer  of  the  boulevard  as  it  projects  you  may  say, 
into  the  boulevard,  into  the  square — the  Place  de  I'Opera. 

Q.  It  is  a  better  location  than  the  other  building  then — a  more 
striking  location?     A.  Oh,  yes,  very  much  so. 

Q.  For  business  purposes  a  better  location?  A.  Well,  I  should 
say  it  was,  because  in  Paris  businass  is  not  located  in  particular 
places  like  it  is  in  New  York. 
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Q.  What  has  been  the  net  income  on  the  new  building?  A.  On 
the  new  building? 

Q.  Yes.  A.  The  income  from  1904  was  $50,000— $50,436. 
And  the  net  income  $43,525. 

Q.  Making  as  a  percentage  on  the  book  value  a  little  over  2 
per  cent.  ?     A.  A  little  over  2  per  cent. 

Q.  Why  hasn't  the  company  occupied  this  new  building?  A. 
Well,  I  don't  know  to  a  certainty,  but  I  know  that  there  are  a 
nuniber  of  long  leases  existing  on  the  new  building. 

Q.  Do  you  know  how  long  it  will  be  before  the  company  can 
occupy  any  substantial  part  of  it?  A.  No,  I  could  not  say  how 
those  leases  will  interfere  as  to  any  particular  part  of  the  building 
as  it  is  a  mixed  up  question  a  good  deal. 

Q.  Have  you  a  record  of  those  leases?     A.  Oh,  yes. 

Q.  And  you  collect,  or  tb«  rentsare  transmitted  to  you,  come 
through  your  department?  A,  They  come  to  us — the  reports 
come  to  us. 

Q.  Can  you  state  how  long  the  leases  are?  A.  Well,  I  can 
state  that  there  is  one  lease  that  has  seventeen  years  to  run,  but 
without  reference  I  could  not  tell  you  about  the  others.  That  is 
the  longest. 

Q.  Cam  you  tell  me  what  part  of  the  building  is  covered  by  ilns 
long  lease?     A.  No,  I  cannot;  it  is  one  of  the  buildings,  this  new 
purchase  consisted  of  a  number  of  buildings. 

Q.  How  many  buildings?  A.  I  think  seven  or  eight  different 
buildings.  This  long  lease  covers  one  of  the  buildings,  the  whole 
of  it. 

Q.  Does  it  cover  the  building  that  is  on  the  comer?  A.  On 
the  point? 

Q.  Yes.     A.  No,  sir;  one  of  the  inside  buildings. 

Q.  Then  the  company  is  free  to  occupy  the  most  important  part 
of  the  plot?     A.  Yes. 

Q.  Why  hasn't  it  done  so?  A.  Well,  the  present  buildings 
I  think  are  entirely  unsuitable  for  office  occupancy. 

Q.  Then  it  would  be  necessary  to  build  new  buildings  before 
the  company  could  use  that  property — or  remodel  them?  A. 
Simply,  in  my  opinion,  that  is  all. 

Q.  Do  you  know  to  what  extent  the  present  buildings  figured 
in  the  valuation  of  the  property  at  the  time  it  was  bought?  A. 
I  don't  quite  catch  the  tenor  of  your  question. 

Q.  Do  you  know  to  what  extent  the  present  buildings  figured 
in  the  valuation  of  the  property  when  it  was  bought?     A.  Well, 
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that  was  an  absolute  purchase — jou  are  referring  now  to  the 
first  building? 

Q.  No,  I  am  referring  to  this  new  building.  I  want  to  know 
how  much  was  allowed  for  the  building  to  cover  the  purchase 
price  ?     A.  That  I  could  not  say ;  have  no  idea. 

Q.  Take  the  Berlin  building,  hew  much  of  that  does  the  So- 
ciety occupy?  A.  The  Society  occupies  the  building  fronting 
Frederich  Strasse  on  the  fourth  floor. 

Q.  It  occupies  the  fourth  floor  of  one  building.  A.  Fourth 
floor  of  one  building — of  the  principal  building. 

Q.  And  how  many  buildings  does  the  Society  own  ?  A.  There 
are  really  two  buildings. 

Q.  And  how  many  floors  has  each  building?  A.  I  think  that 
they  each  have  four  floors  together  with  the  roof  floor — under  the 
roof — attic,  which  is  not  serviceable. 

Q.  So  that  the  Society  occupies  one  floor  out  of  eight  exclusive 
of  the  roof  ?  A.  Yes.  The  building,  however — the  annex  build- 
ing as  we  might  call  it — is  comparatively  a  very  small  building. 
The  Society  occupies  no  part  of  that.  It  occupies  the  fourth 
floor  of  the  main  building. 

Q.  You  have  a  statement  of  the  gross  income  of  the  Berlin 
building  for  1904  as  $88,809  and  you  set  aside  as  representing 
the  rental  value  of  the  part  occupied  by  the  Society  at  $1,071.43. 
That  is  a  fair  estimate  ?     A.  I  think  it  is  very  fair. 

Q.  So  that  the  Society  occupies  one  eighty-ninth  in  rental  value 
of  the  entire  buildings  owned  by  the  company?  A.  It  would 
appear  so,  yes. 

Q.  And  are  those  quarters  adequate  for  the  business  at  Berlin  ? 
A.  The  part  of  the  building  occupied  by  the  Society  is  now  very 
modest  quarters  indeed.  It  is  among  the  least  desirable  of  the 
offces.  We  do  no  active  business — no  new  business  whatever  in 
Germany,  and  we  keep  only  a  small  force  there  for  the  collection 
of  the  old  business,  so  we  do  not  require  much  room. 

Q.  Then,  this  building  was  acquired  long  before  the  matters 
arose  with  the  Prussian  Government  that  led  to  the  retirement? 
A.  Yes,  sir,  nearly  twenty  years  ago. 

Q.  Is  the  same  true  of  the  building  in  Vienna?  A.  The 
same  is  true. 

Q.  Is  the  company  doing  active  business  in  Austria  ?  A.  No, 
sir. 

Q.  And  the  company  is  only  retaining  such  part  of  the  property 
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it  owns  there  as  is  necessary  for  attending  to  the  old  business? 
A.  Yes,  sir. 

Q.  Is  the  same  true  of  Madrid?  A.  No;  we  are  prosecuting 
an  active  business  in  Madrid.  Doing  a  good  deal  of  business 
there. 

Q.  What  extent  of  property  is  owned  by  the  company  in 
Madrid.     A.  Value? 

Q.  No.  How  many  buildings?     A.  One  large  building. 

Q.  What  part  of  it  is  occupied  by  the  Society?  A.  Well, 
I  don't  remember,  it  is  so  long  since  I  have  been  there,  I  don't 
remember,  but  I  think  it  is  the  third  floor. 

Q.  Is  this  amount  set  apart  as  the  rental  vaUxe  of  the  Society's 
portion  a  fair  amount  in  your  judgment?  A.  I  should  think  it 
was  fair. 

Q.  Then,  it  would  appear  that  the  Society  occupies  one  seventy- 
seventh  in  rental  value  ?     A.  Oh,  no,  about  one  twenty-fifth. 

Q.  One  twenty-fifth?     A.  About  one  twenty-fifth. 

Q.  I  see  you  are  quite  right;  and  the  other  twenty-four  parts 
are  leased  ?     A.  They  are  leased,  yes,  sir. 

Q.  Are  those  portions  adequate  to  the  business  of  the  Society, 
the  one  twenty-fifth  ?     A.  I  think  they  are. 

Q.  And  the  percentage  on  the  book  value  realized  from  the 
building  is  a  little  under  three  per  cent.  ?     A.  Yes,  sir. 

Q.  But  the  percentage  on  the  actual  stock  would  be  about 
how  much?  A.  I  think  it  would  be  about  1.98 — a  little  more — 
about  two  per  cent.     A  little  less  than  two  per  cent. 

Q.  Is  the  company  doing  an  active  business  in  Australia?  A. 
They  are  trying  to,  yes. 

Q.  The  actual  cost  of  the  Melbourne  building  you  set  at 
$3,864,000?     A.  Yes,  sir. 

Q.  When  was  that  building  acquired?     A.  In  1890. 

Q.  What  portion  of  it,  or  what  proportion  of  it  in  rental  value 
is  occupied  by  the  Society?  A.  I  believe  that  the  whole  of  the 
second  floor  is  occupied  by  the  Society. 

Q.  About  one-eleventh  of  the  building  is  rental  value  — ^.  a 
little  over?  A.  Apparently.  I  would  not  be  sure.  They  occupy 
the  whole  of  the  floor  —  in  fact,  I  don't  think  they  do  • —  they 
occupy  the  greater  part  of  it. 

Q.  And  the  building  pays  net,  including  what  is  used  by  the 
Society,  or  what  is  charged  to  the  Society,  about  one  and  a  half 
per  cent,  of  the  book  value?     A.  A  little  over. 
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Q.  A  little  over  one  and  a  half  per  cent,  of  the  book  value,  and 
what  per  cent,  of  the  actual  cost?     A.  About  one  and  a  quarter. 

Q.  Through  whom  was  that  building  in  Melbourne  acquired? 
A.  The  negotiations  were  conducted,  as  I  remember  —  it  is  a 
long  time  ago  —  through  E.  W.  Scott,  who  was  at  that  time 

Q.  E.  W.  Scott  —  who  was  he?  A.  He  was  fourth  vice-presi- 
dent of  the  Society. 

Q.  And  when  did  he  cease  to  be  fourth  vice-president?  A. 
He  ceased  to  be  fourth  vice-president  since  not  many  years  after 
that;  he  was  afterwards  known  as  the  foreign  vice-president. 

Q.  How  long  ago  was  that?  A.  I  think  that  was  in  1896,  or 
1896. 

Q.  How  long  was  he  foreign  vice-president?  A.  For  some  two 
years,  as  near  as  I  can  remember. 

Q.  Did  he  then  cease  to  be  connected  with  the  Society?  A. 
He  ceased  altogether. 

Q.  What  is  his  present  business?  A.  He  is  president  of  a  small 
provident  savings,  I  think  it  is,  in  iN'ew  York. 

Q.  What  was  his  relation  to  this  matter,  the  acquisition  of  this 
buliding  in  Melbourne?  A..  I  think  he  was  only  instrumental  in 
conducting  the  negotiations;  there  were  no  payments  or  anything 
of  that  sort  made  through  him. 

Q.  What  is  the  explanation  of  the  difference  between  the 
present  amount  at  which  is  carried  on  the  book,  two  million,  and 
the  actual  cost,  $2,864,000?  A.  Well,  it  was  thought  it  was 
carried  too  high  —  cost  too  much  money  in  the  first  place,  and  it 
was  thought  best  to  bring  it  down  to  a  reasonable  figure  in  order 
that  it  might  produce  a  reasonable  rate  of  income. 

Q.  Is  it  the  practice  to  improve  the  rate  of  income  by  reducing 
the  book  value  of  the  property?  A.  No  —  no,  the  custom  of 
the  Society  is  to  reduce  the  value  of  all  of  their  real  estate. 

Q.  To  bring  it  to  what  is  the  fair  value?  A.  To  bring  it  to 
less  than  its  fair  value  eventually. 

Q.  Have  there  been  any  reductions  in  the  book  values  of  prop- 
erties—  not  with  reference  to  market  value,  but  to  improve  the 
current  rate  of  income?  A.  No,  sir,  I  don't  think  any  such  idea 
ever  entered  anybody's  head. 

Q.  Now,  the  Sydney  building,  through  whom  was  that  ac- 
quired? A.  In  the  same  way.  The  negotiations  were  conducted 
by  Mr.  Scott  and  the  building  put  up  by  the  Society  direct. 
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Q.  And  what  portion  of  the  Sydney  building  is  occTipied  by 
the  Society?     A.  I  think  aboxit  the  same  proportion. 

Q.  About  from  one-tenth  to  an  eleventh?  Part  of  the  build- 
ing in  rental  value?    A.  Somewhere  about  that. 

Q.  And  the  percentage  on  the  value  earned  is  two  and  a  half 
per  cent. — a  little  more?     A.  Two  and  a  half. 

Q.  Percentage  on  the  actual  cost  earned  by  the  company  is  how 
much?     A.  About  one  and  three-quarters  as  I  figure  it  rapidly. 

Q.  The  actual  cost  is  $1,959,300?     A.  Yes,  sir. 

Q.  And  the  book  value  is  $1,200,000?     A.  Yes,  sir. 

Q.  Have  you  any  calculationa  by  which  you  can  tell  me  what 
tTie  Society's  net  income  is,  including  the  amounts  charged  to  it 
for  occupation  upon  its  foreign  office  buildings?  A.  No,  I  never 
made  any  calculation  of  that  character. 

Q.  Of  course,  we  can  get  that  by  adding  these  together.  A.  I 
have  not  got  that. 

Q.  Did  you  have  anything  to  do,  Mr.  Jackson,  with  computing 
the  amount  to  be  paid  to  Mr.  Tarbell  in  commutation  of  his  com- 
missions? A.  !N^o,  sir,  I  did  not  know  it  was  contemplated  until  the 
thing  was  done. 

Q.  Who  did  compute  it?     A.  The  associate  auditor. 

Q.  Mr.  Main?     A.  Mr.  Main. 

Q.  Are  you  insured  in  the  Equitable?  A.  N^o,  sir,  I  was  de- 
clined forty-one  years  ago  and  I  never  tried  again. 

Q.  You  were  detected  forty-one  years  ago  as  a  poor  risk?  A. 
Poor  risk. 

Q.  Are  you  insured  in  any  other  company?  A.  I  have  some 
accident  insurance,  but  that  is  all. 

MILTON  M.  MATTISON,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Mattison,  who  made  up  this  list  of  syndicate  participa- 
tions of  the  New  York  Life  Insurance  Company,  Exhibit  38? 
A.  The  assistant  treasurer  had  charge  of  it. 

Q.  Who  is  he?     A.  Mr.  Shipman. 

Q.  Did  you  have  anything  to  do  with  it?  A.  I  probably  did 
assist  in  it. 

Q.  Is  it  a  complete  list?  A.  I  think  it  is  a  complete  list  of  our 
nyndieate  participations. 
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Q.  You  think  it  is  a  complete  list  of  your  particijDations.  Why 
do  you  say  that  guardedly?  Don't  you  know  that  there  are  par- 
ticipations that  are  on  that  list A.  ISTot  that  we  have  par- 
ticipated in  ourselves,  not  that  we  have  suhscribed  for. 

Q.  But  you  know  there  are  participations  for  which  you  have 
paid  money?  A.  I  know  there  are  participations  for  which  our 
money  has  been  paid,  but  not  to  us. 

Q.  To  whom?  A.  The  New  York  Trust  Company — New 
York  Security  &  Truat  Company. 

Q.  Why  didn't  you  include  such  participations  on  the  list  fur- 
nished the  Committee?  A.  Because  they  were  not  our  syndicate 
participations. 

Q.  Because  they  were  in  the  name  of  the  Security  &  Trust 
Company?     A.  That  is  right. 

Q.  And  to  whose  instructions  did  you  draw  that  distinction  in 
making  up  that  list?    A.  No  instructions  whatever  in  the  matter, 

Q.  Did  you  talk  it  over  with  any  officer?    A.  I  did  not. 

Q.  Now,  I  show  you  an  entry  in  your  blotter,  No.  4,  of  the 
treasury  department,  page  301,  as  follows:  "April  28,  1903,  com- 
missions and  profits  earned  by  syndicate  participations  in  1903, 
United  States  Steel  Syndicate  3.006  per  cent,  on  $2,325,000,  less 
one-quarter  share  to  New  York  Security  and  Trust  Company,  see 
their  letter  42,Y03,  $52,417.13.  The  above  amount  was  received 
from  the  New  York  Security  &  Trust  Company  account  of  com- 
pensation for  funds  contributed  under  their  guarantee  to  their 
subscription  to  United  States  Steel  Syndicate."  On  the  margin: 
"  Mr.  E.  ordered  this  stanza.''  Have  you  the  letter  of  April  27, 
1903?     A.  I  have. 

Q.  Produce  it,  please?     A.  (Witness  produces  letter.) 

MR.  HUGHES:    I  offer  the  letter  in  evidence. 

Letter  marked  Exhibit  467,  and  read  in  evidence  by  Mr. 
llughes. 

THE  OHAIEMAN:    What  is  the  heading  on  that  letter? 

ME.  HUG-HES:    New  York  Security  &  Trust  Company. 

Q.  Pinned  to  this  is.  a  memorandum.  In  whose  handwriting 
is  this  memorandum?    A.  It  is  Mr.  Shipman's  handwriting. 
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HE.  HUGHES:  I  will  read  the  pencil  memorandum  in  Mr, 
Sliipman's  handwriting  in  evidence. 

"  The  above  amount  was  received  from  !fT.  Y.  S.  &  T.  Co.,  ac- 
count of  compensation  for  funds  contributed  (under  their  guar- 
antee) to  their  subscriptions  to  II.  S.  Steel  syndicate." 

Q.  What  amount  of  money  had  the  New  York  Life  Insur- 
ance Company  paid  on  account  of  the  participation  in  that  syndi- 
cate? 

A.  Mr.  Hughes  will  you  read  the  blue  pencil  memoranda  upon 
that. 

ME.  HUGHES:  Certainly.  Across  the  pencil  memorandum 
is  a  blue  pencil  memorandum  "  Mr.  Webb  will  send  another  let- 
ter." 

Q.  What  amount  of  money  did  the  New  York  Life  Insurance 
Company  pay  on  account  of  that  participation?  A.  The  New 
York  Life  Insurance  Company  did  not  pay  anything.  They  put 
the  money  in  a  trust  company  as  a  deposit. 

Q.  What  amoimt  did  they  put  in  the  trust  company  as  a  de- 
posit?   A.  I  presume  they  put  among  other  amounts  $2,325,000. 

Q.  Was  that  deposit  drawn  upon  by  anybody?  A.  It  was 
not. 

Q.  How  do  you  know  they  put  that  amount  with  other  amounts 
as  a  deposit?    A.  We  had  a  large  deposit  there  with  them.  No.  4 

account,  which  has  been  explained  to  you  before That  was  a 

part  of  it. 

Q.  Was  there  an  understanding  that  $2,325,000  should  be  on 
deposit  there  to  meet  this  subscription  or  participation?  A.  It 
must  have  been  under  their  guarantee  as  that  letter  states. 

Q.  When  was  this  pencil  memorandum  annexed  to  the  letter? 
A.  Probably  the  day  the  letter  was  received. , 

Q.  Do  you  know  it  was?    A.  I  do  not. 

Q.  When  did  you  first  see  it?     A.  I  cannot  say. 

Q.  You  don't  know  anything  about  the  time  of  its  annexa- 
tion, do  you?  A.  No,  but  the  natural  inference  is  that  it  was 
put  on  there  the  same  day. 

Q.  We  don't  want  natural  inferences.  I  had  a  natural  infer- 
ence you  had  included  all  the  participations  in  this  list.  I  want 
to  know  .when  this  was  pinned  on?    A.  I  cannot  tell  you. 
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Q.  Now,  what  is  meant  by  "  under  their  guarantee  "  and  the 
note  that  Mr.  Webb  will  send  another  letter?  A.  That  letter 
was  incorrect. 

Q.  This  letter  I  have  read  was  incorrect?    A.  Yes,  sir. 

Q.  In  what  respect  was  it  incorrect  ?  A.  The  phrase  "  which 
we  are  carrying  for  you"  was  incorrect. 

Q.  When  was  that  inaccuracy  discovered?  A.  Probably  the 
day  the  letter  was  received. 

Q.  Do  you  know  whether  it  was  discovered  the  day  it  was 
received?  A.  I  know  it  was  discovered  shortly  after  it  was  re- 
ceived. 

Q.  How  was  it  brought  to  your  attention?  A.  By  reading  the 
letter. 

Q.  Who  showed  you  the  letter?  A.  The  letter  probably  came 
to  the  treasurer  first. 

Q.  I  don't  want  probable  or  probably  or  what  you  think  about 
it.  I  want  to  know  who  showed  you  the  letter  ?  A.  Mr.  Hughes, 
there  are  many  letters  coming  into  our  department  every  day. 
That  was  several  years  ago ;  I  cannot  tell  who  received  that  letter 
first  or  who  handed  it  over  to  me.  It  probably  went  to  the  treas- 
urer and  he  probably  handed  it  to  me. 

Q.  If  you  cannot  remember,  say  so.  I  don't  want  your  prob- 
ables.   Do  you  know  who  showed  this  letter  to  you  ?    A.  I  do  not. 

Q.  Do  you  know  when  you  first  saw  it?    A.  I  do  not. 

Q.  Do  you  know  whether  there  is  any  letter  containing  any 
reference  to  a  guarantee  ?    A.  I  do  not. 

Q.  There  is  a  reference  here  "  Mr.  Webb  will  send  another 
letter."    Did  Mr.  Webb  send  another  letter  ?    A.  I  don't  know. 

Q.  Do  you  know  what  officers  or  persons  connected  with  the 
company  had  to  do  with  this  transaction  directly  ■ —  that  is  who 
made  the  arrangement?  A.  The  Vice-President  made  the  ar- 
rang-ement. 

Q.  Mr.  Perkins  ?    A.  Mr.  Perkins. 

Q.  Do  you  know  who  were  the  managers  of  the  United  States 
Steel  syndicate  ?    A.  I  did  not  catch  your  question. 

Q.  Do  you  know  who  were  the  managers  of  the  United  States 
Steel  syndicate  ?    A.  J.  P.  Morgan  &  Company,  I  think  were. 

Q.  What  is  this  blue  pencil  mark  "  Pile  No.  693  ?  "  A.  That 
Is  U.  S.  Steel  file  it  was  put  in. 

Q.  At  your  ofiice  ?    A.  Yea. 


Testimony  of  George  T.   Wilson.  2849 

Q.  Will  you  please  bring  that  file  and  all  tlie  papers  in  it  That 
is  all  for  the  present.    Mr.  Wilson,  will  you  please  take  the  stand. 

GEOEGE  T.  WILSON,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Wilson,  you  are  one  of  the  vice-presidects  of  the  Equi» 
table  Life  Assurance  Society?     A.  Yes,  sir. 

Q.  How  long  have  you  been  such?    A.  About  ten  years. 

Q.  What  particular  part  of  the  business  of  the  Society  have 
you  in  your  charge  ?  A.  At  the  present  time  I  have  supwvision 
of  the  foreign  affairs  of  the  Society. 

Q.  How  long  has  that  been  the  case  ?    A.  About  ten  years. 

Q.  I  show  you  a  paper  headed,  "  October  foreign  business  is- 
sued— total  outstanding  foreign  business  in  different  countries," 
which  was  an  exhibit  before  Superintendent  Hendricks,  but  is 
not  printed  in  the  book  which  we  have  available  for  use  here.  Is 
that  a  correct  statement?  A.  If  this  is  the  same  document  that 
was  submitted  to  the  Superintendent  it  is  a  correct  statement. 

ME.  HUGHES:     I  offer  this  in  evidence. 

(Statement  marked  Exhibit  458  and  read  in  evidence.) 

Q.  Here  is  a  statement  apparently  explanatory  of  the  course 
of  the  foreign  business,  which  appears  as  Exhibit  60,  before  Su- 
perintendent Hendricks.  Did  you  make  tip  that  memorandiun? 
A.  Yes. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marker  Exhibit  459.) 

ME.  HUGHES:     I  will  read  this  memorandum. 

(Memorandum  read.) 

Q.  Taking  that  last  remark,  "  I  may  further  remark  that  so- 
called  rebating  is  quite  unknown  in  the  foreign  business,"  why 
is  that  ?  A.  So-called  rebating  seems  to  be  essentially  an  Ameri- 
can product,  desired  more  for  home  consumption.  The  foreign 
agent,  perhaps,  does  not  give  up  so  easily  as  the  domestic  agent. 
And  the  competition  of  the  home  companies  in  the  respective 
90 
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countries  does  not  carry  with  it  the  same  temptation  for  so-called 
rebating  as  competition  in  America. 

Q.  In  what  respects  does  the  competition  in  foreign  countries 
differ  from  the  competition  here?  A.  The  competition  does  not 
vary  as  a  common  principle  very  much  the  world  over.  The 
methods  of  agents  may  differ  in  various  countries. 

Q.  You  mean  the  practices  that  are  resorted  to  in  competition 
differ?     A.  Yes,  sir. 

Q.  In  what  way  ?  A,  I  think  that  with  many  foreign  countries 
fhe  system  of  payment  of  salaries  is  more  common  rather  than 
the  payment  of  commissions,  so  far  as  the  agent  is  concerned; 
that  is  probably  the  main  difference. 

Q.  The  agent  has  not  got  it  to  give  ?    A.  Right. 

Q.  Is  that  the  real  point  ?    A.  Eight,  yes,  sir. 

Q.  And  the  reason  why  there  is  so  much  rebating  in  this  coun- 
try is  because  the  agent  has  got  something  out  of  which  he  can 
give  something  (witness  nods). 

Q.  Take  the  operations  of  your  company  in  Australia,  for  ex- 
ample, what  have  you  observed  with  regard  to  the  success  with 
which  you  could  meet  the  competition  of  Australian  companies  ? 
A.  Our  system  in  Australia  has  been  the  payment  of  salaries 
rather  than  commissions. 

Q.  How  long  has  the  system  of  paying  salaries  in  Australia 
been  in  operation  ?  A.  Probably  since  the  business  was  inau- 
gurated in  Australia. 

Q.  How  long  ago  is  that?     A.  Since  1884. 

Q.  Are  yon  acquainted  with  the  operations  of  the  Australian 
Provident  Society?  A.  The  Australian  Mutual  Provident  So- 
ciety ? 

Q.  The  Australian  Mutual  Provident  Society?  A.  In  a  gen- 
eral sense. 

Q.  Have  you  observed  whether  it  is  a  successful  company  ?  A. 
It  is  a  very  successful  company,  the  historic  company  of  Australia. 

Q.  To  what  is  its  success  to  be  ascribed  ?  A.  Higher  interest 
yield,  lower  expenses,  good  management. 

Q.  How  is  it  able  to  keep  its  expenses  in  Australia  lower  than 
the  expense  of  the  Equitable  in  Australia  ?  A.  Their  expenses  of 
management  are  very  much  less  than  the  expenses  of  management 
of  an  American  company. 

Q.  Do  you  now  refer  to  the  home  expenses  or  to  the  expenses 
in  connection  with  the  management  of  the  business  in  Australia  ? 
A.  Both. 
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Q.  How  can  they  keep  a  lower  expense  in  the  management  of 
the  Australian  business  ?    A.  They  do  as  a  matter  of  fact. 

Q.  Wherein  does  the  reduction  lie?  A.  They  probably  pay 
less  to  their  agents  and  their  general  expenses  are  undoubtedly 
lower. 

Q.  What  do  you  pay  your  agents  in  Australia?  A.  They  are 
paid  principally  by  salaries. 

Q.  How  do  the  salaries  you  pay  your  agents  in  Australia  com- 
pare with  salaries  paid  by  the  Australian  Mutual  Provident  So- 
ciety? A.  I  don't  know  precisely  what  salaries  they  pay,  there- 
fore I  am  unable  to  answer  intelligently. 

Q.  Why  should  you  pay  larger  salaries  than  they?  A.  We 
should  not,  but  we  do. 

Q.  Well,  you  are  paying  Australians  I  suppose?     A.  Yes. 

Q.  And  the  Australian  Provident  gets  a  larger  business  at  a 
smaller  expense  ?  A.  Yes.  We  have  to  pay  larger  in  order  to  get 
agents  to  work  for  the  American  company  instead  of  for  the 
home  company. 

Q.  Do  you  know  whether  the  same  experience  is  had  by  the 
other  American  companies?  A.  I  understand  it  is  a  common 
experience  with  the  foreign  companies. 

Q.  Do  you  think  that  the  Australians  pay  more  attention  to 
the  fact  that  it  is  an  Australi-an  company  than  they  do  to  the 
fact  of  the  returns  that  they  get  from  the  insurance?  A.  That 
element  enters  very  largely  into  it;  the  Australian  Mutual  Provi- 
dent Society  has  a  mortgage  on  the  patriotism,  the  sentiment  and 
the  affection  of  the  people  as  well  as  on  a  large  part  of  their  real 
estate,  and  I  understand  that  a  man  who  gives  up  working  as 
an  agent  for  the  Australian  Mutual-Provident  Society  to  go  to 
an  American  company  is  looked  upon  as  being  guilty  of  a  species 
of  disloyalty. 

Q.  How  do  the  returns  to  policyholders  compare  between  the 
Australian  Mutual  Provident  and  the  Equitable,  the  Kew  York 
Life  and  the  Mutual?  A.  I  understand  that  the  Australian  Mu- 
tual Provident  Society  pays  larger  dividends  to  its  policyholders 
than  the  Equitable  does.  I  will  not  refer  to  the  other  two  Amer- 
ican companies,  leaving  that  to  you  to  ascertain. 

Q.  Wei],  I  mentioned  them  because  I  did  not  want  my  ques- 
tioii  to  imply  any  discrimination,  for  I  understood  it  was  not  a 
case  of  the  Equitable  against  the  New  York  life  and  Mutual 
or  vice  versa,  but  the  American  companies  in  competition  with 
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the  Australian  company  where  the  Australian  company  had  the 
advantage,  and  I  wanted  to  see  if  we  could  get  any  lesson,  learn 
anything  from  the  experience  in  that  country  from  your  observa- 
tion. What  would  you  say  was  the  full  explanation  of  the 
results?     A.  Larger  interest  returns,  lower  expenses. 

Q.  Is  there  any  other  item  of  lower  expense  than  the  agent's 
compensation?     A.  The    expenses   of   management. 

Q.  What  do  you  include  under  that  apart  from  the  agent's 
compensation,  expenses  of  ordinary  management?  A.  The  ex- 
penses of  the  administration  of  the  business  in  toto,  which  in- 
cludes salaries  and  all  the  expenses. 

Q.  You  mean  the  general  expenses  of  the  company?  A.  The 
general  expenses  of  the  administration  of  the  company. 

Q.  In  your  offices  in  Australia  do  you  pay  higher  salaries  to 
clerks?     A.  Higher? 

Q.  Yes,  than  the  Australian  company?  A.  I  don't  know 
precisely  what  salaries  are  paid  by  them,  but  I  take  it  that  the 
salaries  of  the  employees  are  probably  about  the  same. 

Q.  Do  you  pay  higher  rents?  A.  Our  main  offices  are  in  our 
own  buildings. 

Q.  Well,  are  you  charged  as  an  expense  of  the  business  with 
a  greater  amount  than  they  have  to  pay  for  rent  of  similar  quar- 
ters ?     A.  I  doubt  it. 

Q.  What  is  the  standard  of  living  in  Australia  as  compared 
with  our  own?     I  know  a  good  deal 

Q.  Is  the  cost  of  living  higher?  A.  I  know  a  good  deal  about 
the  standard  of  living  here,  but  I  have  never  live5  there. 

Q.  Do  you  know  anything  about  the  difference  in  cost?  A. 
I  understand  it  is  higher. 

Q.  In  Australia?     A.  In  Australia  than  it  is  here. 

Q.  Do  you  know  what  the  agents  for  the  Australian  com- 
pany are  able  to  make  outside  of  their  compensation,  what 
they  average  ?     A.  No. 

Q.  Have  you  any  idea?    A.  No  definite  idea. 

Q.  Do  you  know  whether  they  get  a  comfortable  livelihood 
despite  the  higher  cost  of  living  in  Australia?  A.  They  seem 
to  live  and  give  us  a  good  deal  of  trouble  in  competition. 

Q.  And  if  it  Were  not  for  the  higher  expenses  of  adminis- 
tration, the  general  expenses  of  the  company  and  somewhat  lower 
rate  of  interest,  you  would  be  able  to  meet  their  competition? 
A.  Yes,  sir. 
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Q.  Wliat  is  the  difference  in  tlie  interest  returns  between  the 
two  countries  or  to  the  companies  I  mean?  A.  I  cannot  give 
you  the  exact  figures  offhand.  They  are  easy  to  ascertain  and 
furnish  to  you.  Covering  a  series  of  several  years  I  should  say 
that  offhand^  reserving  confirmation  thereof  for  an  actual  in- 
vestigation of  the  figures,  2  or  3  per  cent. 

Q.  What  led  to  the  acquisition  of  a  new  office  building  in 
Paris?  A.  A  new  law  was  on  the  tapis  in  France  requiring 
the  investment  of  the  deposit  of  reserve  on  outstanding  business 
in  France.  Our  president  and  vice-president  who  had  par- 
ticular charge  of  the  matter  and  who  made  the  decision  were 
of  the  opinion  that  it  would  be  a  wise  thing  to  purchase  real 
estate  in  Paris  in  anticipation  of  this  project  of  law  which 
has  since  become  law  and  to  use  that  real  estate  as  an  invest- 
ment of  deposit  in  France  or  a  part  thereof  in  preference  to 
an  investment  in  three  per  cent.  French  rents  or  other  low  in- 
terest bearing  securities. 

Q.  When  was  this  law  that  you  refer  to  proposed?  A.  There 
has  been  a  lot  of  that  kind,  of  that  general  kind  presented  off 
and  on  at  various  times  during  the  last  years. 

Q.  When  was  this  amendment  of  the  law,  this  new  law  pro- 
posed? A.  I  think  there  was  one  about  being  presented  or 
had  already  been  presented  in  1901  or  1902. 

Q.  What  are  the  terms  of  this  new  amendment,  the  new  law? 
A.  I  won't  attempt  to  give  you  the  29  or  30  articles 

Q.  'No,  but  the  substance?  A.  Comprising  the  law,  but  the 
particular  point  that  affected  the  American  companies  or  home 
companies  more  than  any  other  parts  of  the  law  were  two ;  one, 
the  requirement  of  an  investment  and  deposit  of  the  reserve 
on  the  outstanding  business;  two,  the  requirement  that  an  an- 
nual accounting  should  be  made  to  policyholders  on  the  deferred 
dividend  system. 

Q.  When  was  that  enacted  ?  A.  That  law  was  finally  adopted 
in  March  of  this  year. 

Q.  That  required  an  annual  accounting  on  deferred  dividend 
policies?    A.  To  policyholders. 

Q.  Does  that  mean  a  setting  aside  of  the  amount  to  which 
the  policyholder  vdll  ultimately  be  entitled  for  that  year  at 
the  expiration  of  the  deferred  dividend  period?  A.  That  is  a 
point  about  which  there  is  a  difference  of  opinion. 

Q.  Is  that  supposed  to  be  the  object  of  the  law,  something 
of  that  kind?    A.  Possibly. 
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Q.  Well,  what  in  your  judgmeiat  is  the  purport  of  the  law 
as  to  the  annual  accounting,  what  kind  of  an  accounting  is  re- 
qui.red?  A.  It  is  somewhat  vague  in  its  expressions.  The  gen- 
eral point  is  the  requirement  of  an  annual  accounting  and  notice 
to  policyholders  on  the  deferred  dividend  system  of  the  amounts 
to  their  credit  year  by  year. 

Q.  And  making  these  amounts  a  matter  of  publication?  A. 
There  is  a  difference  of  opinion  about  that.  It  is  a  matter  in 
interpretation  more  or  less,  legal  interpretation. 

Q.  The  provisions  for  investment,  was  that  the  entire  reserve 
against  the  business  written  in  France,  was  to  be  invested  in 
France?  A.  The  reserve  and  that  portion  of  the  surplus  to  the 
credit  of  French  policyholders, 

Q.  What  is  the  amount  of  the  reserve  against  French  business  ? 
A.  $11,000,000,  about. 

Q.  How  is  that  invested  ?    A.  It  has  not  yet  been  invested. 

Q.  Did  you  give  me  the  dates  when  that  law  was  passed  ?  A. 
I  think  March,  1905. 

Q.  Is  that  the  law  that  you  anticipated  in  1901  ?  A.  That  is 
a  successor  of  several  laws  or  projects  previously  introduced  in 
the  Chamber  of  Deputies  from  year  to  year. 

Q.  Which  did  not  ripen  into  legislation  until  this  year?  A. 
Which  resulted  in  this  final  bill.  The  reason  that  the  investment 
has  not  yet  been  made  is  that  the  American  companies  have  not 
yet  decided  to  make  the  investment,  the  point  at  issue  at  the  present 
time  being  as  to  whether  the  law  is  retroactive  or  applies  merely  to 
new  business  transacted  after  the  adoption -of  the  law. 

Q.  I  notice  an  investment  in  1903  in  French  3  per  cent  rents 
of  $2,895,762.  Hasn't  that  any  connection  with  these  projects? 
A.  Not  that  I  know  of. 

ME.  HUGHES :  If  you  will  permit  me  to  withdraw  you  for  a 
moment,  I  want  to  continue  with  Mr.  Mattison. 

M.  M.  MATTISON,  resumed. 
BY  ME.  HUGHES : 

Q.  Have  you  produced  the  file  of  the  Steel  Syndicate?  A. 
There  it  is ;  here  is  a  complete  file. 

Q.  File  No.  693  ?     A.  Yes. 

Q.  Is  there  in  this  file  a  copy  of  the  syndicate  agreement  ?  A. 
There  is  not,  Mr.  Hughes. 
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Q.  I  jind  a  copy  of  extracts  from  tlie  minutes  of  the  Einance 
Committee  relating  to  purchases  of  the  United  States  Steel  Bonds. 
Have  those  extracts  any  relation  to  the  syndicate  ?  A.  They  have 
not. 

Q.  They  relate  simply  to  the  purchase  of  the  bonds  of  the 
United  States  Steel  Corporation  ?     A.  Yes,  sir. 

Q.  Were  any  of  the  bonds  that  were  purchased  the  securities 
which  were  floated  by  the  syndicate  ?  A.  They  were  the  Carnegie 
Bonds. 

Q.  What  were  the  securities  which  were  the  subject  of  the 
syndicate  for  which  the  New  York  Security  &  Trust  Company 
subscribed?  A.  That,  I  believe,  was  the  original  steel  syndicate 
which  bought  up  the  various  companies. 

Q.  And  what  securities  were  handled  by  that  syndicate,  that 
is,  were  disposed  of  through  the  syndicate  managers?  A.  I  know 
nothing  about  that.  As  I  have  explained  before,  that  was  not  our 
syndicate  participation. 

MR.  HUGHES :  I  offer  in  evidence  from  the  file  that  has  been 
produced  a  letter  of  L.  Carroll  Boot,  Secretary,  to  Edmund  D. 
Bandolph,  Treasurer  of  the  New  York  Life  Insurance  Company, 
dated  Eebruary  19,  1902. 

(Paper  marked  Exhibit  No.  460.) 

MB.  HUGHES :  I  also  offer  in  evidence  letter  dated  February 
27,  1902,  addressed  by  L.  Carroll  Boot  to  the  New  York  Life  In- 
surance Company. 

(Paper  marked  Exhibit  No.  461.) 

MR.  HUGHES :  I  offer  in  evidence  letter  from  the  secretary 
under  date  of  Msy  12,  1902,  to  Mr.  Bandolph,  as  treasurer  of 
the  New  York  Life  Insurance  Company. 

(Paper  marked  Exhibit  No.  462.) 

Q.  Who  was  Hopper  ?  A.  Hopper  is  our  assistant  cashier  now, 
he  was  paying  teller  then. 

MB.  HUGHES:  I  offer  in  evidence  letter  of  August  13,  1902, 
from  the  second  assistant  treasurer  of  the  New  York  Security 
&  Trust  Company,  to  Mr.  Randolph,  treasurer  of  the  New  York 
Life  Insurance  Company. 

(Paper  marked  Exhibit  No.  463.) 
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MR  HUGHES :  I  offer  in  evidence  letter  of  October  1,  1902, 
from  the  Second  Assistant  Secretary  of  the  E'ew  York  Security 
&  Trust  Company  to  Mr.  Kandolph,  treasurer  of  the  New  York 
Life  Insurance  Company. 

(Paper  marked  Exhibit  464  and  read  in  evidence  by  Mr. 
Hughes.) 

MR.  HUGHES:  The  annexed  account  is  as  follows— I  offer 
the  annexed  account  in  evidence: 

(Account  marked  Exhibit  No.  465  as  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Then  the  $59,310.79  out  of  the  profits  stated  in  this  letter 
of  October  1,  1902,  as  payable  to  the  New  York  Life  Insurance 
Company  were  not  paid  to  the  New  York  Life  Insurance  Com- 
pany, but  were  paid  to  Mr.  Hamilton  ?     A.  The  letter  so  states. 

Q.  And,  so  far  as  you  know,  the  payment  was  made  direct  by 
J.  P.  Morgan  &  Company  ?     A.  I  don't  know,  Mr.  Hughes. 

Q.  It  did  not  go  through  the  New  York  Life  Insurance  Com- 
pany's books  ?     A.  It  did  not. 

ME.  HUGHES:  The  next  letter  in  the  file  is  the  letter  of 
April  27,  1903,  enclosing  a  check  for  $52,413.13,  with  a  pencil 
memorandum  attached,  which  has  already  been  received  in  evi- 
dence and  marked  Exhibit  457. 

The  next  letter  I  offer  in  evidence  from  Mr.  Webb,  Jr.,  Secre- 
tary of  the  New  York  Security  &  Trust  Company,  to  Mr.  Ran- 
dolph, Treasurer  of  the  New  York  Life  Insurance  Company. 

(Letter  marked  Exhibit  466  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  That  is  the  other  letter  referred  to  in  the  note  pinned  to 
the  letter  of  April  27,  1903,  is  it?     A.  That  is  the  letter. 

Q.  In  other  words,  there  were  not  two  payments  at  this  time 
of  $52,417.13  ?     A.  There  were  not. 

Q.  And  the  amendment  of  that  letter  in  the  second  letter  con- 
sisted of  leaving  out  the  words  "which  we  are  carrying  for  you  ?" 
A.  Yes,  that  is  correct.  The  first  letter  you  read  explained  that 
transaction — ^the  proper  wording  of  the  letter. 
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ME.  HUGHES:  I  offer  in  evidence  letter  from  Mr.  Webb, 
secretary  of  the  New  York  Security  &  Trust  Company,  to  Mr. 
Eandolph,  dated  September  16,  1903. 

(The  letter  marked  Exhibit  467  and  read  in  evidence  by  Mr. 
Hughes.) 

MK.  HUGHES:  I  offer  in  evidence  letter  from  Alexander  S. 
Webb,  Jr.,  secretary  to  Edmund  Eandolph,  dated  November  4, 
1903. 

(Paper  naarked  Exhibit  468.) 

BY  ME.  HUGHES: 

Q.  Before  I  read  this  letter,  in  whose  handwriting  is  this  pencil 
memoranda  annexed  to  Exhibit  467,  "  Not  to  be  noted  in 
minutes."    A.  The  treasurer's. 

(Exhibit  468  read  in  evidence  by  Mr.  Hughes.) 

Q.  That  has  reference  to  a  different  syndicate  from  the  original 
syndicate?    A.  Yes. 

Q.  This  was  the  syndicate  relating  to  the  substitution  of  bonds 
for  preferred  stock  which  was  to  be  retired?    A.  Yes. 

Q.  And  what  was  the  total  amount  of  the  syndicate's  partici- 
pation of  the  New  York  Security  &  Trust  Company's  preferred 
stock  in  the  United  States  Steel  Syndicate  ?    A.  I  don't  know. 

Q.  Have  you  any  information  about  it  outside  of  what  it  is  in 
these  papers  ?    A.  I  have  not. 

ME.  HUGHES:  I  offer  in  evidence  letter  of  November  4, 
1903,  from  Alexander  S.  Webb,  Jr.,  secretary  to  the  New  York 
Security  &  Trust  Company. 

(Paper  marked  469,  and  read  ia  evidence  by  Mr.  Hughes.) 

Q.  What  is  meant  by  the  4|  per  cent,  money?  A.  That  ia 
what  the  loan  drew,  I  presume,  their  loan. 

Q.  It  seems  to  refer  to  a  class  of  moneys  which  drew  4J  per 
cent.  ?    A.  That  No.  4  account,  I  think,  has  been  fully  explained. 

Q.  Yes;  but  what  is  the  meaning  of  this  4f  per  cent,  money? 
A.  That  is  a  loan — ^that  is  we  -put  out  at  that  rate;  vre  received 
within  i  per  cent,  of  the  market  rate. 
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Q.  That  refers  to  the  money  upon  which  the  New  York  Secu- 
rity &  Trust  Co.  got  4f  per  cent.  ?    A.  That  is  right. 

Q.  And  the  New  York  Life  got  4^?    A.  That  is  right. 

Q.  The  final  clause  is  "  and  to  the  free  money  in  your  No.  4 
account."  What  is  meant  by  "  free  money  "  ?  A.  Money  that 
was  not  loaned. 

ME.  HUGHES:  I  offer  in  evidence  letter  from  Mr.  King  2d 
Vice-President  of  the  New  York  Security  &  Trust  Company 
to  Mr.  Randolph,  dated  May  6,  1904. 

(Letter  marked  Exhibit  4Y0  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  "  Make  cheque  $1,030.22,  F.  H.  S."  in  whose  handwriting 
is  that  memorandum?    A.  That  is  the  Assistant  Treasurer's. 

MR.  HUGHES:  I  offer  in  evidence  letter  of  Mr.  King  to  the 
New  York  Life  Insurance  Company,  dated  May  17,  1904. 

(Letter  marked  Exhibit  471  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  When  this  cheek  of  $83,076.03  was  received  on  February 
19,  1902,  what  was  done  with  it?  A.  Credited  to  the  syndi- 
cate account  commissions  on  profits  earned  by  participation. 

Q.  In  what  account  was  it  banked  —  in  what  bank  was  it  de- 
posited ?    A.  It  is  hard  to  tell. 

Q.  Was  it  deposited  to  the  credit  of  the  New  York  Life  In- 
surance Company?    A.  It  certainly  was. 

Q.  And  it  went  into  the  account  of  the  syndicate  participa- 
tion ?    A.  It  did. 

Q.  Kept  in  what  book  ?    A.  Ledger  No.  3. 

Q.  Is  that  here  ?    A.  Mr.  Fleming  has  it. 

Q.  Is  this  the  Hanover  Bank  ofiice  account?    A.  Yes. 

Q.  Will  you  kindly  turn  to  the  folio  showing  the  credit  of 
that  item  (witness  does  so).     You  refer  to  folio  68  the  account 
headed  "Commissions  and  profits  earned  by  syndicate  participa- 
tion in  1902,"  do  you  ?    A.  I  do. 

Q.  In  that  account  under  date  of  February  20  we  have  U.  S. 
Steel  $83,076.03,  under  date  of  May  13,  1902,  we  have  United 
States  Steel  syndicate  $87,187.50.  That  is  the  amount  referi'ed 
to  in  this  letter  of  May  12,  1902  ?    A.  It  is. 
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Q.  We  have  under  date  of  August  14,  1902,  United  States  Steel 
syndicate  $87,18Y.50.  That  is  the  amount  referred  to  in  this 
letter  of  August  13,  1902  ?    A.  It  is. 

Q.  And  we  have  under  date  of  October  3,  1902,  U.  S.  Steel 
syndicate  div.     A.     Dividend. 

Q.  Dividend  a/c  $27,876.71.  That  is  the  balance  shown  by 
the  letter  of  October  1,  1902,  Exhibit  464,  after  deducting  $59,- 
310.79  paid  to  Andrew  Hamilton?    A.  Yes. 

Q.  Now,  this  account,  syndicate  account,  has  the  various  profits 
during  1902  credfted  to  it.  I  notice  on  the  debit  side  of  the  ac- 
count under  February  27,  TJ.  S.  Steel  a/c  $173,075,  what  is  that? 
Is  that  the  amount  mentioned  in  this  letter  of  February  27,  1902, 
Avhich  has  been  included  by  error  ?  A.  That  was  Mr.  Perkins  for 
a  third  party. 

Q.  Who  was  the  third  party  ?    A.  That  I  cannot  say. 

Q.  How  do  you  know  it  ?    A.  Because  I  find  it  there. 

Q.  My  attention  has  not  been  attracted  to  it  ?  A.  I  think  you 
will  find  it  some  place. 

Q.  On  December  29,  1902,  there  is  a  debit  to  this  account  of 
$236,346.67 — what  is  that  debit  for?  A.  Can  I  look  at  the  blot- 
ter of  that  date  ?  There  were  profits  on  the  bonds  which  were  put 
in  this  account,  then  we  chose  to  mark  the  bonds  down  to  the 
same  amount  and  took  that  out  of  the  commissions  and  profits 
account.     You  will  find  the  same  amounts  above  here. 

Q.  jSTow  let  us  first  get  what  the  amount  is — what  is  the  item 
of  debits  December  29,  1902?     A.  $236,346.67. 

Q.  Read  the  item,  which  is  the  explanation  ?  A.  December 
29th,  Northern  Pacific,  Great  ISTorthern,  L.  &  IST.,  Southern,  and 
Atchison  debentures — that  is  three  different  securities. 

Q.  Making  the  item  $236,346.67  which  is  then  debited  to  the 
account?     A.  Yes. 

Q.  That  item  is  posted  from  the  blotter  under  the  same  date, 
you  show  me  entries  as  follows:  Bonds,  Northern  Pacific  Great 
Northern  joint,  C.  B.  &  Q.  collateral  4's  $61,666.67;  Louis- 
ville &  Nashville  Southern  joint,  Monon  collateral  4's  $7,460; 
Atchison,  Topeika  &  Santa  Fe  debentures  $114,220.  Now  explain 
how  from  those  you  arrive  at  $236,346.67  ? .  A.  Those  three  added 
together  make  that  amount,  with  the  $10,000  there. 

Q.  With  another  $10,000  which  is  the  item  just  preceding  wljat 
I  have  read  on  the  same  page  of  the  blotter — commissions  earned 
by  purchase  of  securities  in  1902,  L.  &  N.  Southern  Monon  joints 
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$10,000.  Just  read  those  three  items  together  you  have  shown 
me  and  tell  how  they  amount  to  $236,346.67. 

Q.  Now  add  in  the  $10,000  or  do  you  deduct  the  $10,000? 
A.  'No ;  I  added  those  three  amounts  you  asked  me  to. 

Q.  Now  then;  you  deduct  the  $10,000  to  reach  the  $236,000? 
A.  No;  you  add  that  together  and  make  the  same  amount;  one 
balances  the  others.     Those  two  together  equal  those  two  together. 

Q.  I  wanted  to  know  where  you  got  the  $236,346.67,  and  I 
understood  you  to  say  they  were  the  addition  of  those  three  items  ? 
A.  They  are,  with  that  $10,000  added. 

Q.  The  $10,000  added  it  would  be  $256,000  ?    A.  $246,000. 

Q.  What  is  the  amount  of  the  three  items?  A.  The  three 
items  I  have  said  two  or  three  times  are  $246,000. 

Q.  Add  $10,000  how  much  is  that?  A.  You  don't  add  the 
$10,000  to  that.  Those  (indicating),  are  the  credits  and  there 
(indicating)  are  the  debits.    You  don't  add  debits  to  credits. 

Q.  Then  you  deduct  the  $10,000  as  I  said  a  moment  ago?  A. 
I  don't  deduct  that,  the  two  debits  together  equal  the  three  credits. 

Q.  The  first  item  on  that  page  is  an  item  from  which  you  get 
the  $236,000,  isn't  it?    A.  It  is. 

Q.  And  not  those  three  (indicating).  Those  are  the  items 
against  it?     A.  Items  against  it. 

Q.  The  item  posted  to  your  ledger,  the  item  which  starts  this 
page  as  follows:  Commissions  and  profits  upon  syndicate  proceed- 
ings in  1902— Northern  Pacific,  Great  Northern  $61,666.67,  L.  & 
N.  Southern  $60,460;  Atchison  debentures  $114,220,  making  a 
total  of  $236,346.67.  Now  that  is  the  amount  on  blotter  260  that 
you  posted  to  the  debit  of  the  account  on  Folio  68,  isn't  it?  A. 
That  is  right. 

Q.  On  ledger  3;  and  then  on  the  other  side  of  the  account  you 
credited  for  Northern  Pacific,  Great  Northern,  $61,666.67  and 
you  credited  for  Louisville  &  Nashville,  Monon  Eoad  under  the 
title  of  Chicago,  Indiana  &  Louisville  $60,460,  and  you  credited 
under  title  of  Atchison  debentures  $114,220,  and  that  left  as  the 
excess  in  the  account  of  these  transactions  $10',000'?  A.  No,  sir, 
it  left  nothing  of  the  account.     That  $10,000  is  another  account. 

Q.  The  ten  thousand  dollars  then,  went  to  another  account? 
A.  Yes. 

Q.  Explain  why  you  m'ade  the  debit  of  $236,000  and  the  credit 
o:f  that  amount  distributed  among  the  three  items?  A.  When 
the  syndicates  were  closed,  we  received  the  above  axaounts,  those 
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amounts  mentioned  which  you  have  read  over  so  many  times  — 
Shall  J  read  them?  A.  You  can  to  identify  them.  Northern 
Pacific,  Great  Northern 

Joint,  $61,666.67 i. . . .     $61,666.67 

Louisville  &  Nashville  Southern  Joint  Monon  Fours.  60,460.00 
Atchison,  Topeka  &  Santa  Fe  Debentures 114,220.00 

Those  were  syndicate  profits. 

Q.  That  is  what  you  actually  got?  A.  Yes,  sir.  On  receiving 
those  checks  they  were  put  into  these  commissions  and  profits 
earned  by  syndicate  participation.  Later  on  we  chose  to  reduce 
our  profits  and  credit  the  amount  to  the  bonds,  thereby  marking 
the  bonds  down. 

Q.  Then  you  charged  your  profits  with  the  aggregate  of 
$236,346.67?     A.  That  is  right. 

Q.  Of  those  particular  profits  and  marked  down  your  bonds? 
A.  That  is  right. 

Q.  Where  is  the  account  in  which  you  marked  down  your 
bonds?  You  now  show  me  the  ledger  of  bonds  and  stocks  Xo.  2, 
and  point  to  the  entries  against  the  cost  of  the  securities  that  you 
have  mentioned  of  these  various  amounts  which  were  applied  in 
effect  in  reduction  of  the  cost?     A.  Yes,  sir. 

Q.  In  other  words,  you  took  the  profits  on  the  syndicates  relat- 
ing to  Northern  Pacific,  Great  Northern,  0.  B.  &  Q.,  and  Atchi- 
son Debentures,  and  Louisville  &  Nashville,  and  treated  that  as 
a  reduction  of  the  cost  of  the  bonds  that  you  had  acquired?  A. 
Correct. 

Q.  Now,  what  was  the  object  of  that?     A.  To  reduce  the  prices 

of  the  bonds. 

Q.  To  show  that  the  bonds  had  cost  you  by  the  amount  of  the 
profits  you  had  made  on  the  syndicate  less  than  what  you  had 
made  in  the  first  instance?  A.  Not  to  show  anything  particular, 
only  to  mark  our  bonds  down.  We  had  our  money  and  had  a  right 
to  use  it  in  that  way,  strictly  legitimate  and  done  by  all  conserva- 
tive houses. 

Q.  It  is  a  simple  matter  of  the  application  of  syndicate  profits 
against  the  cost  of  the  bonds,  isn't  that  it?     A.  That  is  right. 

Q.  Do  the  three  syndicates  that  are  there  referred  to  appear 
in  this  list,  Exhibit  38?     A.  I  believe  they  do.     I  think  we 
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can  pick  them  out.  There  are  debentures  (indicating).  I  am 
very  sure  they  are  all  there;  they  are  in  the  syndicate  exhibit. 

Q.  Now,  having  debited  the  account  with  this  $236,346.67  of 
sjTidicate  profits  which  had  been  applied  in  the  reduction  of 
the  cost  of  the  bonds  in  these  matters  you  had  on  December 
31,  1902,  a  balance  of  $628,359.07  of  profits  for  that  year,  is 
that  it?  A.  The  balance  on  December  31,  after  taking  out 
these  items  to  mark  down  bonds  and  so  forth,  left  a  balance 
of  $386,929.65. 

Q.  And  that  was  carried  to  what  account?  A.  Carried  to 
profit  and  loss,  to  the  general  ledger  of  the  company's  Book- 
keeping Department. 

Q.  ISTow,  you  have  on  the  same  folio  68  of  the  ledger  3,  the 
commissions  and  profits  earned  by  syndicate  participation  in  1903, 
and  under  date  of  April  28,  1903,  appears  the  United  States  Steel, 
$52,417.13,  which  is  referred  to  in  the  letter  of  May  1,  1903, 
Exhibit  No.  466?     A.  Correct. 

Q.  And  you  also  have  the  small  items  of  May  19th,  TJ.  S. 
Syndicate  No.  2,  $610.32,  November  _5th,  interest  on  steel 
syndicate,  $576.46,  which  have  been  referred  to  in  the  corre- 
spondence?    A.  That  is  right. 

Q.  This  on  the  other  hand  you  had  debited — -I  mean  against 
this  account  for  1903,  on  the  other  hand  you  had  debited  U. 
S.  Steel  Refund,  $2,179.69,  and  certain  other  items  of  debit? 
A.  Yes. 

Q.  What  is  thiis  item,  December  30,  1897,  check,  D.  W.  P., 
$682.57?  A.  That  is  Mr.  Perkins'  check  for  profits  on  securities 
bought  through  his  firm. 

Q.  That  is  'credited  to  the  account?  A.  Credited  to  the 
account. 

Q.  His  check  to  the  New  York  Life?    A.  That  is  right. 

Q.  On  these  securities — that  was  part  of  the  amount  which 
he  gave  a  statement  that  he  had  converted  to  the  company?  A. 
One  of  the  amounts. 

Q.  What  are  these  items  on  December  29,  1903,  charge  to  the 
account  Sloan  Bill  $7,276.96  and  $2,370.17?  A.  Furniture,  rugs, 
and  so  forth. 

Q.  Why  had  you  charged  it  to  that  account?  A.  I  don't 
know. 

Q.  Furniture  and  rugs  for  what?  A.  For  the  offices  of  the 
company. 

Q.  At  the  Hanover  Bank  Building?    A.  Not  necessp,rily  Han- 
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over  Bank  Building;  I  don't  know  'where  they  went;  part  of  them 
are  there  probably. 

Q.  I>o  you  have  a  regular  furniture  account?  A.  I  don't 
know. 

Q.  You  don't  know  why  these  should  have  gone  as  a  charge 
against  syndicate  profits?  A.  I  do  not.  You  will  have  to  ask  the 
bookkeeper  that  question. 

Q.  What  is  this  item,  December  29,  1903,  Fort  Worth  ex- 
penses, $3,700  ?  A.  Fort  Worth  tried  to  scale  its  interest,  and  a 
bondholders'  committee  was  formed  and  that  was  our  proportion 
of  the  expenses. 

Q.  Do  you  know  what  was  done  with  the  fifty-nine  thousand 
dollars  that  was  paid  Mr.  Hamilton  on  about  October  1,  1902? 
A.  I  do  not. 

Q.  Do  you  know  anything  about  the  occasion  of  that  payment? 
A.  I  do  not. 

Q.  And  why  it  was  paid  in  the  manner  in  which  it  was  made? 
A.  I  do  not. 

Q.  Is  there  any  other  syndicate  in  the  name  of  any  person  or 
corporation  in  which  the  ISTew  York  Life  participated,  or  for 
whj,ch  it  paid  money,  or  from  which  it  received  profits  that  are 
not  mentioned  on  this  Exhibit  ISTo.  38?  A.  I  did  not  get  your 
whole  question. 

Q.  (Repeated  as  follows.)  Now,  is  there  any  other  syndi- 
cate in  the  name  of  any  person  or  corporation,  in  which  the  New 
York  Life  participated,  or  for  which  it  paid  money,  or  from 
which  it  received  profits  that  are  not  mentioned  on  this 
Exhibit  No.  38  ?  A.  You  understand  me  by  answering  this  ques- 
tion that  I  except  the  New  Orleans  Terminal,  which  has  been 
explained  before. 

Q.  That  was  taken  over?  A.  There  are  no  other  syndicates 
that  I  know  of  that  are  not  mentioned. 

Q.  Is  there  any  other  syndicate  in  which  the  New  York  Secu- 
rity &  Trust  Company  was  a  participant  where  the  New  York  Life 
Insurance  Company  had  an.  interest  or  received  any  money?  A. 
I  know  of  none. 

Q.  Of  course,  I  mean  any  case  like  this  Steel  case,  where 
moneys  came  into  the  New  York  Life,  but  you  say  that  it  was 
in  the  name  of  the  New  York  Security  &  Trust  Company?  A.  I 
know  of  none  that  has  not  been  mentioned. 

ME.  HUGHES:    I  will  offer  in  evidence  Folios  68  and  69 
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of  Ledger  ISTo.  3,  Treasury  Department,  containing  the  accounts 
of  Commissiona  and  Profits  earned  by  syndicate  participations  in 
the  years  1901,  1902,  1903,  1904  and  1905. 

(Pages  marked  Exhibit  No.  4Y2  and  read  in  evidence.) 

Q.  When  you  said  you  knew  of  no  other  that  bad  not  been 
mentioned,  you  meant  you  knew  of  no  other  that  was  not  on  this 
list,  Exhibit  No.  38  or  the  Steel  Syndicate,  or  the  New  Orleans 
Syndicate?    A.  I  did. 

Q.  Those  are  all?     A.  Yea. 

Q.  Now,  do  you  know  of  any  moneya  of  any  subacription 
payable  to  the  New  York  Life,  which  have  been  paid  over  to 
third  parties  in  the  manner  in  which  this  fifty-nine  thousand 
dollars  went  to  Mr.  Andrew  Hamilton,  or  in  any  manner?  A. 
There  probably  have  been  cases. 

Q.  Tell  me  what  you  know  of  them.  A.  Can  you  tell  me  who 
your  informer  is,  Mr.  Hughes. 

Q.  I  would  like  you  to  answer  my  question,  Mr.  Mattison.  A. 
What  is  your  question? 

Q.  You  have  said  that  there  have  been  such  cases.  I  asked 
you  to  tell  me  what  you  know  of  them.  A.  I  know  of  but  one 
case;  I  have  one  case  in  mind. 

Q.  What  is  that?  A.  Profits  on  a  sort  of  loan  came  to  us  and 
was  paid  to  a  third  party. 

Q.  To  whom  was  it  paid?     A.  Handed  to  Mr.  Perkins. 

Q.  George  W.  Perkins?     A.  Y^s,  sir. 

Q.  What  were  the  profits  ?     A.  About  forty  thousand  dollars. 

Q.  When  was  that?     A.  I  cannot  say. 

Q.  What  was  the  profit  on?     A.  On  a  loan.. 

Q.  Loaned  to  whom?     A.  To  a  Boston  firm,  I  believeu 

Q.  What  firm?  A.  The  Boston  firm  of  Kidder,  Peabody  & 
Company. 

Q.  What  made  the  loan?  A,  The  New  York  Life  Insurance 
Company. 

Q.  Was  it  a  loan  made  within  the  last  few  years?     A.  It  was. 

Q.  What  is  the  nearest  date  that  you  can  give?     A.  1904. 

Q.  State  the  amount  of  the  loan?     A.  $930,000. 

Q.  There  was  about  $40,000  profits?     A.  There  wera 

Q.  How  did  that  come  in?     A.  Came  in  by  check,  I  believe. 

Q.  To  whose  order?  A.  New  York  Life  Insurance  Com- 
pany's order. 
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Q.  Wtat  was  done  with  that  check?     A.  It  was  cashed. 

Q.  Where?     A.  The  First  National  Bank,  I  believe. 

Q.  When?    A.  Some  time  in  1904. 

Q.  What  part  of  the  year  ?    A.  I  can't  remember. 

Q.  Well,  Spring,  Summer  or  Fall?  A.  It  was  not  in  cold 
weather,  I  believe. 

Q.  Who  cashed  it?     A.  First  National  Bank. 

Q.  Who  took  the  check  over  to  be  cashed  ?    A.  I  went  with  it. 

Q.  What  did  you  do  with  the  money?  A.  Handed  it  to  Mr. 
Perkins. 

Q.  What  did  he  do  with  it  ?  A.  I  don't  know  —  I  recall  that 
—  I  understand  that  he  put  it  into  a  trust  fund  of  which  he  is 
a  trustee,  viz.,  the  Nylic. 

Q.  How  does  this  $40,000  appear  on  the  books  of  the  New 
York  Life  ?  A.  As  I  have  just  said  some  time  ago  your  question 
was  any  amount  that  did  not  appear  on  the  books  of  the  company. 
This  amount  does  not  appear  on  the  books  of  the  company. 

Q.  In  any  way?    A.  In  any  way. 

Q.  I  will  ask  if  there  is  any  other,  transaction  that  any  moneys 
came  in  ?    A.  I  said  there  was  but  one  I  had  in  mind. 

Q.  You  have  none  in  mind  now  ?    A.  No. 

MR.  HUGHES:  I  will  announce,  Mr.  Chairman,  that  ar- 
rangement have  been  made  to  continue  the  deposition  of  Mr. 
George  H.  Squire  this  afternoon,  at  3  o'clock  and  in  view  of  his 
physical  condition,  counsel  is  advised  that  it  is  highly  important 
that  it  should  be  taken  at  once.  I  would  request  an  adjournment 
for  that  purpose. 

THE  OHAIUMAN :  A  sub-committee  will  be  appointed  con- 
sisting of  Senator  Riordan  and  Assemblyman  Prentice  of  New 
York,  to  continue  the  taking  of  Mr.  Squire's  deposition.  Mr. 
Hughes,  do  you  desire  them  to  meet  at  three  o'clock  sharp  this 
afternoon  ? 

MR.  HUGHES:  I  understand  that  the  same  arrangement 
will  be  made  that  the  testimony  will  not  be  released  until  the 
deposition  is  read  upon  the  record,  and  that  the  stenographer 
will  have  instructions  to  that  effect? 

THE  CHAIRMAN:  The  official  stenographer  is  so  in- 
structed.    No  one  is  to  have  access  to  it  except  the  counsel  and 
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sub-coitunittee  until  it  is  read  upon  the  record.  This  Committee 
intends  to  sit  upon  next  Monday,  Tuesday  and  Wednesday,  and 
will  then  adjourn  for  the  balance  of  the  week. 

An  adjournment  will  now  be  had  until  10.30  o'clock  Monday 
morning. 

Adjourned  to  Monday,  November  27,  1905,  at  10.30  A.  M. 


OOTOTCIL  CHAMBER, 

City  Hall,  New  York  City. 

ISTovember  27,  1905,  10.30  A.  M. 

Tlie  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

GEOEQE  W.  PEREINS,  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  Perkins,  are  you  insured  in  the  New  York  Life  Insur- 
ance Company?    A.  Yes,  sir,  I  am. 

Q.  In  what  amount?  A.  I  have  always  believed  that  I  held 
a  larger  number  of  policies  in  the  company  than  any  one  individ- 
ual. I  have  twenty-four  in  all,  representing  $310,000  of  insur- 
ance. I  began  when  I  was  twenty-one  years  old  to  take  out  a 
policy  every  year  with  the  idea  of  having  one  mature  every  year 
after  I  was  approximately  forty.  I  have  carried  that  plan  out 
in  that  way  until  I  have  that  number  of  policies  and  that  much 
insurance. 

Q.  Have  you  a  list  of  them  here?    A.  (Witness  produces  list.) 

(List  marked  Exhibit  473  for  identification.) 

Q.  Have  all  these  policies  been  continued?  A.  Yes,  sir,  every 
one  that  I  have  ever  taken  in  the  company  is  there,  and  they  are 
all  in  force  to-day. 

Q.  Have  you  received  any  commissions  on  any  of  those  poli- 
cies? A.  May  I  just  look  at  that  list?  The  earlier  ones  were 
taken  out  when  I  was  an  agent  and  I  wrote  them  myself.  All 
those  taken  since  I  was  an  executive  officer  with  but  one  excep- 
tion I  have  not  received  any  commissions  on. 

Q.  What  is  the  exception?    A.  The  one  marked  (indicating). 

Q.  Which  one  is  that?  A.  The  one  taken  on  January  9th, 
1901.  That  was  taken  as  a  reward  of  an  agent  in  a  contest  in 
which  he  was  working,  on  a  special  arrangement  I  made  with 
him  in  connection  with  the  contest. 
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Q.  "Well,  you  have  six  policies  bracketed  under  date  of  January 
9,  1901.    A.  That  is  all  one  policy — all  taken  at  one  time. 

Q.  There  are  six  policies  for  $60,000  in  the  aggregate  taken 
on  that  day?    A.  Yes,  sir. 

Q.  With  a  premium  of  $418.10  on  each  one  of  the  six?  A. 
Yes,  sir. 

Q.  Who  was  the  agent?    A.  Mr.  Morris  Weil. 

Q.  What  was  the  arrangement  you  had  with  him?  A.  I  re- 
ceived the  commissions  that  he  received  on  those  policies. 

Q.  What  was  that?    A.  I  don't  remember. 

Q.  Do  you  get  a  renewal  commission  upon  those  policies?  A. 
I  did  for  a  certain  length  of  time — I  think  two  years ;  whatever 
he  received.  If  you  care  for  the  exact  figures  I  will  be  glad  to 
send  those  to  you. 

MR.  HUGHES :    I  offer  the  statement  in  evidence. 

(Statement  marked  Exhibit  473  and  read  in  evidence.) 

THE  WITNESS:  .In  all  other  cases  the  commissions  have 
gone  to  the  people  who  insured  me. 

Q.  That  is  to  say  in  all  other  cases  you  have  not  directly  or 
indirectly  received  anything  to  apply  on  account  or  your  pre- 
miums or  in  any  way  ?  A.  In  no  way,  shape,  form  or  manner,  sir. 
I  have  paid  the  premiums  in  full. 

Q.  Do  you  know  of  any  cases  in  which  any  officers  of  your 
company  other  than  yourself  has  been  insured  and  received  a  com- 
mission upon  his  insurance  ?  A.  I  know  nothing  about  the  other 
officers  except  I  know  of  cases  where  the  president  has  taken 
policies  and  has  not  received  commissions. 

Q.  You  refer  to  Mr.  McCall  ?  A.  Yes,  sir.  But  I  would  like 
to  say,  Mr.  Hughes,  in  justice  to  my  colleagues  in  life  insurance 
business  I  do  not  consider  it  would  be  at  all  improper  for  a  man 
in  business  to  receive  what  would  be  considered  in  business  trade 
discounts,  and  the  reason  that  I  did  not  receive  those  commissions 
is  because  I  was  directly  handling  the  agents,  operating  with  them, 
and  I  felt  as  I  was  executive  officer  I  wanted  to  be  entirely  in  a 
position  where  I  was  helping  them  to  promote  their  interests. 

Q.  Why  should  you  or  any  officer  of  the  insurance  company  get 
a  trade  discount  any  more  than  policyholders?  A.  Eor  the  same 
reason  any  man  in  any  mercantile  business  gets  a  trade  discount. 
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I  am  not  defending  it  as  a  broad  principle  throughout  the  world, 
but  as  it  is  customary  in  other  lines  of  business. 

Q.  Do  you  as  a  salaried  officer  in  the  New  York  life  regard 
that  as  your  business  ?    A.  I  do  not  quite  understand  your  question. 

Q.  Do  you  as  a  salaried  officer  in  the  E'ew  York  Life  regard 
the  New  York  Life  Lisurance  Company's  business  as  your  busi- 
ness any  more  than  of  any  other  policyholder?  A.  You  mean 
as  owning  the  business? 

Q.  Yes.    A.  Why,  most  certainly  not. 

Q.  On  what  basis  do  you  think  you  should  have  a  trade  dis- 
count and  I  not  ?  A.  I  am  not  arguing  the  question  of  the  prin- 
ciple of  trade  discounts  in  all  branches  of  business.  I  am  saying 
it  is  customary  in  all  branches  of  business  as  everyone  knows. 
Whether  it  is  proper  custom  could  be  argued  from  another  point 
of  view  perhaps. 

Q.  Is  it  customf.ry  in  the  life  insurance  business  for  insurance 
officers  to  get  commissions  on  their  own  insurance?  A.  In  my 
judgment  it  has  been  universally  so. 

Q.  Down  to  the  present  time  ?    A.  Yes,  sir. 

Q.  During  all  this  period  when  so  much  has  been  said  about 
rebating?  A.  As  I  say,  I  cannot  speak  for  anyone  else.  You 
asked  me  if  I  think  it  is  the  custom  and  I  answered  I  think  it 
was — ^it  has  been.  ^ 

Q.  What  was  this  arrangement  you  had  with  Mr.  Weil  ?  A.  It 
was  an  arrangement  with  him  in  a  contest  that  he  was  engaged 
in  for  a  large  amount  of  insurance,  that  if  he  would  approximate 
the  result  I  would  give  him  a  policy  on  my  life  for  that  amount. 
I  though  if  I  gave  him  the  policy,  that  was  a  sufficient  reward 
for  his  work  in  that  particular  case. 

Q.  That  he  should  give  you  the  commissions  ?  A.  I  jthought  he 
was  not  entitled  to  the  commissions  because  if  I  did  both  I  would 
be  doing  injustice  to  the  agents  competing  against  him.  I  did 
not  want  to  give  him  both.  It  was  not  so  much  a  question  of 
making  the  money  for  myself  as  it  was  to  not  be  more  than  fair 
to  Mr.  Weil  and  the  people  he  was  in  the  contest  with. 

BY  ME.  COX: 

Q.  It  was  the  advantage  you  gave  to  him  over  other  men  in 
the  contest  ?  A.  ISTo,  I  would  have  given  him  an  advantage  if  he 
had  got  the  commissions. 

Q.  Why  didn't  he  have  an  advantage  when  he  took  a  policy 
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and  thereby  filling  the  quota?     A.  He  did  nothing  to  write  the 
policy.     I  presented  him  with  the  policy. 

Q.  Yon  made  it  possible  for  him  to  fill  his  quota  of  life  insur- 
ance? A.  That  was  an  arrangement  that  I  made,  that  was  part 
of  the  condition  at  the  time  I  made  the  arrangement  with  him. 

BY  THE  CHAIRMAN": 

Q.  By  your  giving  him  those  policies  and  thus  filling  out  his 
quota,  I  suppose  he  became  entitled  to  some  reward  ?  A.  I  don't 
remember  as  to  the  conditions  of  that ;  I  think  it  was  a  reward  of 
distinction  and  not  a  bonus. 

Q.  It  was  a  reward  of  some  kind  either  of  bonus  or  distinction  ? 
A.   Something  of  that  sort. 

Q.  You  thought  it  unjust  for  him  to  receive  both  the  commis- 
sions and  the  reward?     A.  Yes. 

BY  ME.  TULLY: 

Q.  You  did  not  think  by  giving  him  that  policy  you  were  giving 
him  any  advantage  over  other  agents  who  Avere  competing  in  the 
same  class  ?     A.  No,  I  don't  think  I  ever  did  that. 

THE  CHAIEMAN:  Mr.  Hughes,  you  heard  the  testimony  he 
gave  while  you  were  waiting  ?  In  substance  it  was  that  the  giving 
him  these  policies  to  this  agent,  enabled  the  agent  to  fill  out  the 
quota  and  thereby  paid  either  a  reward  of  distinction,  or  a  bonus, 
he  has  forgotten  which,  and  therefore  he  thought  it  was  improper 
for  the  agent  to  receive  both  the  commission  and  the  reward. 

BY  ME.  HUGHES: 

Q.  Did  Mr.  Weil  earn  the  reward  through  these  ?  A.  I  cannot 
swear  positively.     My  impression  is  he  did. 

Q.  Did  the  other  agents  who  were  competing  with  him  know 
of  your  efforts  in  his  behalf?     A.  Yes,  sir. 

Q.  How  did  you  give  that  information  to  the  other  agents? 
A.  I  don't  know  as  we  issued  a  circular.  This  is  always  boiled 
down  to  two  or  three  men. 

Q.  Did  they  know  you  were  giving  him  insurance  to  help  him 
out  ?     A.  I  think  a  great  many  men  knew  it. 

Q.  The  next  policy  on  the  list  was  one  given  subsequently  to 
Mr.  Harold  Pierce,  with  whom  Mr.  Weil  was  in  competition. 
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Q.  That  was  three  years  later  ?  A.  Yes,  and  on  which  I  took 
no  commission  Avhatever — ^the  fifty  thousand  dollar  one  and  ten 
thousand  dollar  one.  It  might  be  simple  justice  to  me  to  record 
that  fact  in  passing  on  this  criticism. 

Q.  We  have  all  the  policies  recorded,  and  I  understand  from 
you  that  the  only  ones  on  which  you  have  received  any  commis- 
sions are  the  six  of  January  9th,  1901  ?     A.  That  is  correct. 

THE  CHAIEMAlSr:  That  is  since  he  has  been  executive  officer, 

THE  WITNESS:  No,  sir.  The  ones  I  stated  I  took  when  I 
was  an  agent. 

Q.  Those  are  down  to  what  period?  A.  Way  up  at  the  top 
there  (indicating  list). 

Q.  Down  to  what  date  ?  A.  Up  to  1896  or  such  a  matter.  I 
don't  remember  the  exact  date. 

Q.  Then  you  took  the  commission  you  were  entitled  to  as  agent 
upon  policies  written  through  you  ?  A.  Written  by  myself  on  my 
own  life  so  to  speak,  yes,  sir. 

Q.  And  in  your  judgment  as  an  observer  of  agency  methods, 
is  not  this  practice  of  offering  agents  bonuses  or  special  prizes  for 
writing  a  certain  amount  of  insurance  a  cause  of  rebating?  A. 
It  depends  altogether  how  you  do  it.  If  as  done  by  the  New 
York  Life  quite  the  contrary. 

Q.  Are  not  agents  under  the  same  temptation  to  offer  their 
commissions  to  others  that  Mr.  Weil  was  to  give  you  his 
commissions  in  this  case?  A.  Not  if  they  have  not  got  large 
enough  commissions.     It  depends  upon  the  rate  of  commission. 

Q.  Mr.  Weil's  rate  of  commission  was  large  enough  to  enable 
him  to  do  it.  Was  his  any  different  from  any  other  rates?  A. 
Mr.  Weil's  commissions  were  about  normal,  but  the  thing  that 
makes  the  rebate  is  competition  generally  between  companies, 
and  the  company  giving  the  largest  rebate  gets  the  business, 
and  the  New  York  Life  has  not  been  in  the  position  of  paying 
the  largest  commission,  and  therefore  has  not  been  getting  any 
rebating  business.  May  I  just  add  that  if  you  would  make  a 
study  of  the  business  of  the  three  companies  as  to  its  continuity 
on  the  books  of  the  company  the  respective  companies,  you 
would  find  that  the  business  of  the  New  York  Life,  to  use  an 
insurance  expression,  stuck  very  much  better  than  any  other 
company,  although  we  have  done  a  very  much  larger  business. 
There  must  be  some  reason  for  that.     The  real  reason  is  when  a 
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man  pays  a  hundred  cents  on  a  dollar  for  a  policy,  he  is  not 
nearly  so  likely  to  lapse  it  as  if  he  had  paid  40  or  60  per  cent. 
He  has  made  a  very  substantial  investment  and  is  miuch  more 
likely  to  renew  it  the  second  year. 

Q.  I  show  you  a  form  of  agents'  report  accompanying  the  ap- 
plication. How  long  has  a  form  like  that  been  in  use?  A.  I 
cannot  say  exactly,  but  for  a  number  of  years,  for  a  considerable 
time. 

Q.  This  appears  to  have  been  a  form  of  November,  1902,  was 
there  a  similar  form  in  use  in  1901?  A.  I  think  there  was,  that 
is  my  impression. 

ME.  HUGHES:  I  offer  this  paper  in  evidence. 

(Paper  marked  Exhibit  No.  474.) 

EXHIBIT  No.  474  will  be  found  in  the  Book  of  Exhibits. 

ME.  HUGHES:  I  read  from  this  form  under  the  head  of 
"  Eemarks  "  inserted  above  the  signature  of  the  agent,  the  fol- 
lowing: 

"  I  have  not  made  any  proposals  to  or  agreement  with  any  one 
whereby  the  applicant  or  any  other  person  has  received  or  is  to 
receive,  directly  or  indirectly  in  settlement  of  the  premium  the 
proposed  insurance,  and  concession  or  rebate  from  the  full  regular 
premium  according  to  this  Company's  table  of  rates. 

Yours  truly. 


Agent." 

Also  from  the  form  annexed  to  be  filled  out  and  signed  by  th« 
agent  and  attached  to  the  application: 

"  I  further  doclare  that  I  have  not  paid  or  allowed,  or  offered 
to  pay,  or  allow,  or  agreed  hereafter  to  pay  or  allow,  and  I  agree 
that  I  will  not  hereafter  pay  or  allow,  either  directly  or  indirectly, 
any  rebate  or  premium  in  any  manner  whatseever  to  said  appli- 
cant, or  to  any  other  person." 

Q.  Did  Mr.  Weil  have  to  sign  a  report  and  statement  like  tkat 
in  connection  with  your  insurance  of  January  9th,  1901  ?  A.  I 
would  not  consider  that  he  would  have  had  to  sign  it 

Q.  Why  not?     A.  Because  as  I  say,  I  was  in  the  business. 

Q.  Then,  are  agents  excused  from  making  such  statements  and 
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reports  when  they  write  insurance  upon  the  Eves  of  officers  of 
the  Company?     A.  That  I  can  not  state. 

Q.  Do  you  know  whether  or  not  Mr.  Weil  did  make  any  such 
report  or  statement?     A.  No.  I  do  not. 

Q.  Is  this  a  matter  which  applies  generally  through  the  insur- 
ance world,  is  there  any  comity  between  companies  so  that  you 
extend  favors  of  this  sort  to  officers  ^f  other  Companies?  A.  I 
do  not  ever  recall  an  instance  where  that  came  up,  but 

Q.  Are  you  insured  in  the  Equitable?     A.  I  am  not. 

Q.  Or  in  the  Mutual  ?  A.  No,  sir,  in  the  New  York  Life  In- 
surance Company. 

Q.  Are  you  insured  in  any  other  Company  ?  A.  I  think  I  have 
a  small  policy,  taken  a  number  of  years  ago  in  one  of  the  smaller 
companies,  that  is  all. 

Q.  On  which  you  received  any  commissions?  A.  Yes,  sir,  it 
was  taken  at  the  time  I  was  an  agent. 

Q.  Mr.  Tarbell  has  testified  that  he  receives  commissions  from 
the  New  York  Life  upon  policies  written  upon  his  life  for  some 
fifty  thousand  dollars,  and  the  arrangement  was  made  through 
you.  Do  you  remember  that  ?  A.  I  think  Mr.  Tarbell  is  slightly 
mistaken  about  that. 

Q.  In  what  respect  is  he  mistaken?  A.  I  looked  up  or  asked 
some  one  at  the  home  office  to  look  up  the  papers  and  I  find  the 
policy  was  taken  under  one  of  our  general  agency  contracts  in 
force  in  New  York  City  at  that  time,  and  the  application  was 
written  for  that  agency,  which  was  Mr.  Appelius'  agency,  at  that 
time  the  general  agency  of  this  city.  The  agency  was  discontinued 
some  time  ago. 

Q.  And  since  the  discontinuance  who  has  paid  the  commission 
to  Mr.  Tarbell  ?  A.  The  Comptroller  of  the  New  York  Life  In- 
surance Company. 

Q.  At  what  rate  ?    A.  Seven  per  cent. 

Q.  Under  whose  instructions  ?  A.  I  do  not  see  that  on  the 
memorandum,  but  I  do  not  suppose  any  instructions  were  neces- 
sary. It  was  paid  out  under  the  original  contract.  Do  you  mean, 
are  you  getting  at  whether  I  ever  gave  any  instructions  ? 

Q.  Yes.    A.  No,  sir,  I  never  did. 

Q.  Did  you  know  of  it  ?  A.  I  knew  he  insured  with  ua,  yes, 
sir. 

Q.  Did  you  know  he  got  commissions  ?     A.  Yes,  sir. 
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Q.  How  did  you  learn  that?  A.  I  learned  it  from  conversa- 
tions with  Mr.  Tarbell. 

Q.  Wlaen  ?  A.  Well,  I  cannot  say  when,  I  suppose  about  the 
time  he  took  the  policy. 

Q.  About  the  time  he  took  the  policy.  Was  it  not  arranged 
with  you  that  he  should  get  such  commissions  ?  A.  No,  sir,  the 
question  of  commission  was  not  arranged  with  me.  According  to 
the  papers  it  was  arranged  with  one  of  the  actuaries  and  through 
Mr.  Appelius'  oiSce. 

Q.  With  what  one  of  the  actuaries  ?     A.  Mr.  Longer,  who  was 
at  that  time  in  our  employ. 
Q.  Not  now  ?     A.  No. 

Q.  How  did  you  happen  to  have  a  conversation  with  Mr.  Tar- 
bell ?     A.  He  spoke  to  me  about  it. 

Q.  What  did  he  say  to  you  ?  A.  I  don't  remember,  except  he 
was  to  insure  in  the  New  York  Life. 

Q.  Why  should  he  say  that  to  you  ?  A.  I  think  he  thought  it 
^^as  a  compliment  to  the  New  York  Life  as  compared  with  the 
other  companies. 

Q.  What  was  said  to  you  in  regard  to  any  commissions  ?  A.  I 
don't  recollect  that  we  had  any  conversations  about  commissions, 
Mr.  Hughes. 

Q.  When  an  agent  gives  rebates  or  returns  of  commissions  to 
a  person  who  insures,  and  the  agency  is  discontinued,  is  it  the 
practice  of  the  New  York  Life  to  continue  such  payments  to  the 
insured  ?  A.  Well,  that  depends  upon  a  great  many  circum- 
stances. If  the  arrangement  is  —  would  j-ou  repeat  that  ques- 
tion, please.' 

Q.  (Repeated  as  follows:)  When  an  agent  gives  rebates  or  re- 
turns of  commissions  to  a  person  who  insures,  when  tbe  agency 
is  discontinued,  isn't  it  the  practice  of  the  New  York  Life  to 
continue  such  payments  to  the  insured?  A.  I  understand  that 
the  New  York  Life  has  not  been  giving  rebates,  so  far  as  the 
New  York  Life  knows. 

Q.  We  will  not  discuss  what  you  mean  by  rebates,  we  are  deal- 
ing with  the  thing  itself  and  not  any  verbal  question A.  I 

think  the  proper  answer  is  that  the  New  York  Life  would  — 
would  you  just  repeat  that  question  again? 

Q.  (Eepeated  as  follows) :  Wlien  an  agent  gives  ."ebates  or 
returns  of  commissions  to  a  person  who  insures,  when  the  agency 
is  discontinued  isn't  it  the  practice  of  the  New  York  Life  to  con- 


Testimony  of  Oeorge  W.  Perlcins.  287 


tinue  sncli  payments  to  the  insured  ?  A.  The  answer  is  it  is  not 
the  pn.ctice  of  the  ISTew  York  Life  to  give  rebates. 

C}.  Suppose  a  man  is  insured  in  the  Ifew  York  Life  and  the 
agent  gives  him  his  commissions  and  then  the  agency  is  discon- 
tinued, is  it  the  practice  of  the  ISTew  York  Life  to  continue  to  pay 
the  insured  the  amount  which  the  agent  had  paid  him  before  the 
discontinuance  of  the  agency?  A.  That  used  to  be  the  practice, 
years  ago,  yes,  sir. 

Q.  How  long  has  it  been  the  practice  ?  A.  Well,  I  should  rather 
put  it  another  way,  that  as  far  as  possible,  of  recent  years  it  has 
not  been  the  practice.  But  in  what  you  might  say,  the  olden 
days,  that  is  prior  to  perhaps  seven  or  eight  or  ten  years  ago  it 
was  more  or  less  the  practice,  the  general  practice,  in  that  respect 
I  believe,  the  business  of  not  only  the  New  York  Life,  but  all  the 
companies  has  been  very  substantially  improved,  and  the  rebato 
business  has  been  very  greatly  minimized  year  by  year.  There 
is  such  a  thing,  Mr.  Hughes,  that  the  managers  of  these  com- 
panies have  tried  to  do  something  in  the  right  direction 

Q.  I  understand,  you  have  been  very  vigorous  in  denouncing  re- 
bates?   A.  Yes,  sir,  we  have  tried  to  do  away  with  them. 

Q.  You,  personally,  have  tried  to  do  away  with  them  ?  A.  Yes, 
sir,  everything  in  my  power. 

Q.  And  you  have  made  many  addresses  to  agents  on  that  sub- 
ject ?     A.  Yes,  sir,  I  have. 

Q.  When  it  came  to  your  attention  that  the  Comptroller  of  the 
!N^ew  York  Life  is  paying  Mr.  Tarbell  a  commission  or  return 
equivalent  to  the  renewal  commission  of  Mr.  Appelius,  what  did 
you  do  about  it?  A.  That  was  an  arrangement,  as  I  say,  that 
was  made  with  a  man  in  the  life  insurance  business  and  has  been 
regarded  in  the  business  as  a  trade  discount. 

Q.  Then  we  come  back  to  the  question  whether  you  do  regard 
it  as  proper  to  allow  persons  who  are  oflficers  of  other  insurance 
companies,  commissions  upon  their  own  policies.  A.  I  have  said, 
Mr.  Hughes,  that  that  has  been  the  custom. 

Q.  Yes.  A.  Whether  the  whole  question  in  the  United  States, 
or  the  world  generally,  is  proper  or  not,  might  be  gone  into— — 

Q.  We  are  dealing  with  life  insurance,  and  that  is  quite  enough 
for  our  purpose.  A.  But  I  must  ask  you  to  allow  me  to  say  that 
that  is  a  recognized  custom  in  all  branches  of  trade. 

Q.  Are  there  any  other  cases  on  your  books  like  this  of  Mr. 
Tarbell,  where  the  officer  of  a  company  is  being  paid  commissions 
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by  the  N"ew  York  Life  Insurance  Company  on  his  own  insurance  ? 
A.  I  don't  know, 

Q.  Are  there  nny  officers  of  other  companies  besides  Mr. 
Tarbell  who  are  insured  in  the  New  York  Life?  A.  I  don't 
know. 

Q.  Are  there  any  persons  holding  policies  of  insurance  written 
by  Mr.  Appe'lius,  who  are  being  paid  commissions  by  the  ISTew 
York  Life,  or  through  the  comptrollers  ?    A.  I  don't  know. 

Q.  Can  you  ascertain  that?  A.  I  think  it  would  be  very 
difficult. 

Q.  How  did  you  ascertain  that  the  comptroller  was  paying 
Mr.  Tarbell?  A.  Because  it  came  out  in  the  testimony,  Mr. 
Tarbell  testified,  and  I  immediately  had  the  matter  looked  up. 
Here  is  the  memorandum.  I  thought  probably  you  would  want 
to  ask  me  about  that. 

Q.  You  can  surely  ascertain  whether  the  comptroller  is  paying 
persons  who  hold  policies  commissions  on  them?  A.  Our  bi^si- 
ness  is  a  very  large  business  and  it  is  very  scattered.  I  don't  know 
how  we  would  start  "to  get  at  it. 

Q.  I  should  be  glad  to  have  a  statement  of  the  policies  of  insur- 
ance held  by  the  officers  of  your  company  and  the  extent  to  which 
commissions  are  received  by  them.  If  it  is  necessary  to  call  all 
the  officers,  of  course  that  could  be  done,  but  it  would  simplify 
matters  in  view  of  our  lack  of  time  if  such  a  statement  could  be 
prepared  and  submitted.  A.  Then  I  understand  you  request  me 
to  ask  each  officer  to  send  you  such  a  statement? 

Q.  Or  ask  the  company  if  they  had  the  information  as  to  the 
amount  of  insurance,  when  it  was  in  force  and  the  information 
as  to  the  payment  of  commissions  can  be  easily  bbtained?  A. 
But  the  company  might  not  know,  because  in  this  case  of  Morris 
"Weil,  the  company  would  not  know  I  dealt  with  him. 

Q.  But  get  it  as  complete  as  you  can.     A.  Yes. 

BY  THE  CHAIRMAIST: 

Q.  To  what  class  of  people  are  rebates  permissible  in  your 
business,  what  classes  of  people?  A.  I  think  they  ought  not  to 
be  permissible  to  anybody. 

Q.  But  to  wbat  classes  are  they  as  a  matter  of  fact?  A.  I 
think  only  to  people  who  are  in  the  business. 

Q.  Does  that  embrace  everyone  from  the  president  down  to 
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the  solicitor  of  insurance?  A.  Yes,  sir,  that  has  been  the  custom 
as  I  understand  it. 

Q.  To  what  class  of  people  besides  those  that  are  in  the  business 
are  rebates  allowed  by  the  company?  A.  Not  to  anyone  at  all. 
If  you  will  be  good  enough  to  put  your  question,  have  ever  been 
allowed 

Q.  That  are  known  to  the  company?     A.  Yes. 

BY  MR.  OOX: 

Q.  What  is  done  to  the  agent  in  case  you  find  a  rebate  has 
been  allowed  to  some  improper  class?  A.  We  investigate  the 
case  carefully  and  are  very  careful  to  do  no  injustice  to  any  one, 
and  if  it  is  proven  a  case,  we  dismiss  the  agent. 

BY  THE  OHATEMAN: 

Q.  Does  every  one  in  the  insurance  business  from  the  Presi- 
dent down  to  the  solicitor  generally  know  that  this  rebating  is 
permitted  to  that  class?  A.  I  think  they  do.  I  think  that  is 
the  general  understanding  in  the  business. 

BY  ME.  TULLY: 

Q.  Do  you  wish  to  be  understood  as  justifying  the  payment 
by  the  New  York  Life  to  Mr.  Tarbell  of  seven  per  cent,  commis- 
sions? A.  That  is  hardly  a  fair  question,  justify  it.  I  say  it  is 
a  custom  which  exists  to-day  so  far  as  I  know  in  the  entire  life 
insurance  business.  I  believe  it  would  be  well  if  you  can  to  make 
some  regulation  that  that  ought  not  to  be. 

BY  THE  OHAIEMAE": 

Q.  Did  it  ever  strike  you  that  it  would  be  a  plain  infraction 
of  the  statutes,  it  being  a  .discrimination?  A.  No,  sir,  it  never 
did. 

BY  ME.  HUGHES: 

Q.  Do  you  know  of  any  amendment  of  the  law  that  is  required 
to  fit  that  case  ?  A.  No,  sir,  I  think  that  probably  will  come  up 
with  the  companies  themselves. 

Q.  Have  you  read  the  law  itself?  A.  Not  for  a  great  many 
years.  I  have  been  more  engaged  in  the  carrying  out  of  the  real 
practice  of  it  than  whatever  might  have  been  the  technical  ques- 
tions. » 

Q.  It  might  be  interesting  if  you  find  in  the  statute  any  ex- 
ception in  the  case  of  insurance  ofiicers.  A.  Well,  I  don't  believe 
there  are. 
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Q.  Why  is  it  that  you  departed  from  this  time-honored  custom 
in  1900  when  you  got  $50,000  insurance  in  the  New  York  Life, 
why  didn't  you  get  the  usiial  commission  on  that  ?  A.  Why  I  had 
not  received  commissions  on  the  various  ones  before  there 

Q.  I  know  but A.  I  have  said,  Mr.  Hnj;hes,  that  it  was 

my  purpose  right  along  through  there  not  to  take  commissions, 
not  because  I  thought  there  was  any  moral  question  involved  in 
that,  but  because  I  was  handling  the  agents  of  the  company  and 
wanted  to  help  them  and  did  help  them  as  much  as  I  could,  even 
by  giving  them  insurance  on  my  own  life  or  placing  them  in  the 
way  of  getting  it  on  other  persons'  lives. 

Q.  Mr.  Perkins,  what  was  the  extent  of  the  New  York  Life's 
participation  in  the  subscription  of  the  New  York  Security  & 
Trust  Company  to  the  United  States  Steel  Corporation  syndicate  ? 
A.  Do  I  understand  you  would  like  to  know  what  interest  the  New 
York  Life  had  in  the  United  States  Steel  Corporation  syndicate, 
the  amount  it  had? 

Q.  Well,  I  asked  you  a  question  which  was  plain  enough?  A. 
Then  I  will  ask  you  to  repeat  the  question. 

Q.  (Question  repeated  as  follows):  What  was  the  extent  of  the 
New  York  Life  Company's  participation  in  the  subscription  of 
the  New  York  Security  &  Trust  Company  to  the  United  States 
Steel  Corporation  syndicate?  A.  Will  you  be  good  enough  to 
allow  me  to  read  a  memorandum  which  I  have  dictated  ? 

Q.  I  do  not  want  any  memorandum  on  this.  I  would  like  cer- 
tain facts,  and  if  you  will  excuse  me  we  can  get  them  out  more 
easily  by  question  and  answer,  because  our  time  is"  limited.  A.  I 
can  read  this  in  five  minutes. 

Q.  Will  yoii  tell  me  what  was  the  participation A.  You 

think  then  I  had  better  not  be  permitted  to  read  this? 

Q.  I  think  at  the  present  time  we  had  better  proceed  regularly. 
A.  Very  good.  The  N  ew  York  Life  Insurance  Company  had  no 
direct  interest  in  the  United  States  Steel  Corporation  syndicate. 
The  Trust  Company  had  a  three  million  dollar  participation  in 
that  syndicate  and  it  made  an  arrangement  with  the  New  York 
Life  by  which  the  New  York  Life  received,  without  incurring  any 
liability  or  responsibility  of  any  kind  75  per  cent,  of  the  profits  of 
$2,325,000  of  that  participation. 

MK.  HUGHES:  Have  you  the  file  here? 

MR  MATTISON:   No. 
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ME.  EAlSroOLPH:  Perhaps  Mr.  Perkins  has  it. 

THE  WITNESS:  I  may  have  it  here.  What  file  is  it  yon 
wish? 

ME.  HUGHES:  693. 

THE  WITISTESS :  I  may  have  the  papers  here  which  you  wish. 

Q.  Have  you  the  letters  introduced  the  other  day?  A.  I  guess 
these  are  they  (producing  papers). 

Q.  You  say  that  the  subscription  of  the  ISTew  York  Security  & 
Trust  Company  was  $3,000,000  and  that  there  was  a  guarantee 
given  to  the  !Rew  York  Life  Insurance  Company  insuring  it 
against  loss.  What  was  the  consideration  for  that  guarantee? 
A.  The  Steel  Corporation  was  organized  in  February  of  1901,  and 
at  that  time  a  syndicate  was  organized  in  connection  with  the 
forming  of  the  corporation.  It  was  about  that  time  that  I  en- 
tered the  firm  of  J.  P.  Morgan  &  Company.  In  addition  to  this 
syndicate  formation  it  was  necessary  for  the  corporation  to  ap- 
point some  ond  the  registrar  of  its  five  hundred  million  dollars  of 
preferred  stock.  The  ofiice  of  registrar  was  very  much  sought 
after  by  the  trust  companies  and  I  tised  my  infiuence  to  control 
the  placing  of  that  and  also  the  allotment  of  three  million  dollars 
in  the  syndicate.  I  then  approaehed  the  New  York  Security  & 
Trust  Company  and  told  them  that  I  could  arrange  for  them  to 
be  made  registrar  of  the  five  hundred  million  dollars  of  preferred 
.^tock  and  to  be  allotted  three  million  dollars  in  the  syndicate  and 
if  so  I  wanted  them  to  set  aside  a  substantial  interest  in  the  syn- 
dicate participation  for  whomsoever  I  might  designate,  freeing 
any  such  people  from  any  and  every  responsibility.  ISTow  there 
was  a  good  deal  of  negotiation  about  that  and  as  I  have  been 
criticised  very  sharply  for  the  last  day  or  two  in  connection  with 
it;  I  would  esteem  it  a  favor  if  you  would  let  me  read  this  memo- 
randum. It  will  take  me  five  minutes  as  to  just  what  that  was. 
And  then  you  can  cross-examine  me. 

Q.  I  will  ask  you  questions  which  will  bring  out  the  facts  with 
entire  justice A.  But  you  know  nothing  about  the  allot- 
ment and  the  registrarship,  that  was  part  of  the  trade.  I  want 
to  show  how  it  was.  Is  it  possible  I  cannot  come  here  and  have 
an  opportunity  to  make  my  action  clear,  with  all  that  has  been 
said  in  the  papers  about  this 
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Q.  You  are  going  to  liave  every  opportunity  to  make  every- 
thing clear.  My  desire,  if  you  will  just  pardon  me,  I  am  going  to 
ask  you  a  question  vrhich  will  give  you  an  opportunity  to  make 
the  fullest  kind  of  a  statement,  but  I  desire  to  proceed  without 
speeches,  and  by  question  and  answer.  A.  I  am  not  to  make  a 
speech,  but  when  I  say  you  have  no  way  of  finding  out  about  the 
question  of  the  registrarship,  which  was  a  very  important  part 
of  the  negotiations 

Q.  Please  answer  my  question.  What  arrangement  was  made 
with  the  New  York  Security  &  Trust  Company  regarding  this 
subscription  ?     A.  I  will  answer,  but  under  protest,  because 

Q.  You  can  answer  that  as  fully  as  you  please.  State  all  the 
facts,  but  I  want  you  to  state  them  in  answer  to  my  questions. 
A.  Then  it  is  not  going  to  be  possible  to  get  that  out  consecutively 
in  order  to  show  what  I  did.     That  will  not  be  possible  I  take  it. 

Q.  Certainly,  bring  it  out  consecutively,  but  bring  it  out  in 
answer  to  my  question.  A.  I  suppose  I  must  submit.  I  know 
of  no  other  course.  After  a  considerable  negotiation  as  to  the 
question  of  the  Trust  Company  being  made  registrar  for  the  five 
hundred  millions  of  stock  and  being  allotted  the  three  million  in 
the  syndicate,  it  was  agreed  that  they  would  be  appointed 
registrar  and  would  receive  an  allotment  of  three  million  dollars 
in  the  syndicate,  and  that  they  would  set  aside  $2,400,000  of  the 
participation,  $25,000  of  which. was  subsequently  allotted  to  Mr. 
A.  C  Paine  of  this  city  and  $50,000  to  myself  which  was  for  a 
business  man  in  Chicago  who  had  no  connection  whatever  with 
the  l^ew  York  Life  or  with  the  Trust  Company.  Both  of  these 
allotments  were  pursuant  to  commitments  I  had  made  before  this 
arrangement  had  been  entered  into  between  the  Con^pany  —  with 
the  Trust  Company.  75  per  cent,  of  the  net  profits,  if  any,  on  the 
remaining  $2,325,000  were  to  be  for  account  of  the  New  York 
Life  Insurance  Company.  Now  in  negotiating  for  this  arrange- 
ment I  agreed  vsdth  the  Trust  Company  that  the  New  York  Life 
was  to  be  relieved  of  all  responsibility  in  any  way  in  connection 
with  the  Trust  Company's  participation  in  the  syndicate.  We 
did  not  agree  to  do  anything.  We  did  not  agree  to  keep  any 
deposits  with  the  Trust  Company  or  to  waive  or  modify  the  in- 
terest rate  that  we  were  receiving  on  money  vidth  the  Trust  Com- 
pany, but  on  th«  contrary  the  only  understanding  I  had  in  con- 
nection with  the  matter  was  that  the  New  York  Life  would  con- 
tinue its  deposits  and  continue  to  do  business  with  the  Trust  Cbm- 
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pany  while  this  transaction  was  on.  Now  it  should  be  borne  in 
mind  I  think  that  the  New  York  Life  at  that  time  held  a  eon-, 
trolling  interest,  Mr.  Hughes,  in  the  stock  of  the  ISTew  York  & 
Security  &  Trust  Company.  We  owned  a  majority  of  the  stock. 
I  was  chairman  of  the  Finance  Committee  of  the  New  York  Life 
and  I  was  a  trustee  of  the  Trust  Company,  and  my  duty  was  to 
both  corporations  in  a  fair  way,  and  I  believe  that  the  arrangement 
by  which  the  Trust  Company  was  made  registrar  for  the  five  hun- 
dred millions  of  preferred  stock  and  was  given  this  above  described 
interest  in  the  syndicate  participation  was  fair  on  their  side  in 
exchange  for  their  relieving  the  New  York  Life  from  every  liability 
in  connection  with  any  profits  that  might  come  to  it  through  its 
arrangement  with  the  Trust  Company  for  the  $2,325,000. 

Q.  Did  that  agreement  or  guarantee  assume  a  written  form  ?  A. 
No,  sir,  the  New  York  Life  had  no  commitment  in  any  shape  form 
or  manner  with  the  Trust  Company  and  was  always  in  the  position 
of  simply  receiving  whatever  profits  if  any  -. —  it  was  under  commit- 
ment. 

Q.  Did  it  have  any  written  guarantee  from  the  New  York 
Security  &  Trust  Company  ?  A.  No,  sir,  it  was  not  necessary  be- 
cause we  entered  into  no  arrangement  except  as  I  verbally  arranged 
with  the  Trust  Company  that  such  profits,  if  any  should  come  as 
I  might  direct  to  the  New  York  Life  Insurance  Company. 

Q.  With  whom  did  you  have  a  verbal  arrangement  ?  A.  With 
the  President  of  the  Company,  Mr.  Fairchild. 

Q.  Did  the  New  York  Security  &  Trust  Company  retain  for 
itself  the  other  $600,000  of  the  three  millions  ?  A.  I  don't  know 
what  it  did  with  that.  I  had  an  allotment  for  other  people  of 
$50,000  out  of  that  $600,000.  What  they  did  with  the  rest  I  do 
not  know.     The  New  York  Life  had  no  connection  with  that. 

Q.  The  amount  of  $2,400,000  was  fixed  as  the  interest  of  the 
New  York  Life,  is  that  it,  originally  ?  A.  Approximately  that. 
It  was  an  interest  that  I  was  to  control  in  such  manner  as  I  thought 
proper  for  the  New  York  Life. 

Q.  With  whom  did  you  have  that  underatanding  or  arrangement 
that  you  should  control  the  three  million  ?  A.  I  had  it  because  I 
was  in  command  of  the  situation.     I  could  dictate  terms,  and  I  did. 

Q.  You  simply  mean  that  you  set  aside  three  million  dollars  ? 

A.  No,  of  course  I  had  to  negotiate  for  that  with  Mr.  Fairchild, 

but  they  tried  very  hard  to  get  50  per  cent,  and  Y5  per  cent.,  and 

I  felt,  as  I  said,  that  when  they  were  given  the  important  office  of 
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registrar  for  the  five  hundred  million  dollars  of  preferred  stock  and 
were  left  with  a  considerable  interest  in  the  syndicate  itself,  that 
it  was  proper  for  me  to  use  the  influence  of  my  general  situation  to 
get  this  probable  profit  for  the  ISTew  York  Life,  if  I  could  do  it 
without  the  l^ew  York  Life  assuming  any  risk. 

Q.  Was  Mr.  Paine  at  that  time  on  the  Finance  Committee  of 
the  'New  York  Life  ?  A,  No,  sir,  he  never  has  been  on  the  Finance 
Comma  ttee. 

Q.  Was  he  on  any  committee  of  the  New  York  Life  ?  A.  On 
the  agency  committee,  yes,  sir. 

Q.  Why  did  you  allot  that  to  him  ?  •  A.  Because  he  had  asked 
for  an  allotment  at  the  organization  of  the  syndicate,  and  I  had 
agreed  that  I  would  secure  him  one. 

Q.  Why  didn't  you  give  him  an  allotment  independent  of  this 
amount  that  you  could  control  for  the  New  York  Life  ?  A.  I  had 
no  control  of  any  other  amount. 

Q.  You  only  had  control  of  the  three  millions  ?     A.  Yes,  sir. 

Q.  I  understand  that  you  had  such  control  of  the  situation 
that  you  could  set  aside  three  million  dollars  for  the  New  York 
Life  ?    A.  No,  for  the  New  York  Security  &  Trust  Company. 

Q.  Well,  for  that  interest?  A.  For  the  New  York  Security 
Trust  Company,  not  for  the  New  York  Life. 

Q.  Fix  it  in  any  way  you  please,  did  you  have  such  control  of 
the  situation  that  you  could  have  made  it  three  million  dollars, 
two  and  one  half  million,  or  three  and  one  half?  A.  I  could  not 
make  it  three  and  one-half  because  I  only  had  three  million 
dollars. 

Q.  Where  did  you  get  the  three  million  dollars  ?  A.  From  J. 
P.  Morgan  &  Company. 

Q.  That  was  an  arrangement  with  them,  giving  you  the  dis- 
posal of  three  million  dollars?    A.  Yes,  sir. 

Q.  You  disposed  of  it  in  this  way?  A.  I  allotted  it  to  the  New 
York  Security  &  Trust  Company  and  then  made  my  arrangement 
with  them. 

Q.  Your  arrangement  in  effect  was  that  they  were  after  the 
deduction  of  the  $75,000  to  give  75  per  cent,  of  the  profits  of  the 
$2,325,000  part  of  the  subscription  to  the  New  York  Life?  A. 
That  is  right. 

Q.  Was  that  matter  brought  before  the  Finance  Committee  of 
the  New  York  Life?  A.  Not  formally,  but  in  general  conversa- 
tion, but  never  on  the  record.  We  were  careful  never  to  have  any 
records  about  it. 
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Q.  Wliy  were  you  careful  never  to  have  any  records  about  it? 
A.  Because  the  New  York  Life  was  not  going  into  the  Steel 
Underwriting  syndicate. 

Q.  Why  not?    A.  It  had  no  business  to. 

Q.  Why  not?  A.  Because  it  would  not  have  been  proper  to 
do  so. 

Q.  Why  not?    A.  Because  it  was  a  stock  transaction. 

Q.  You  were  holders  of  stock  at  that  time  in  1901  ?  A. 
But  we  had  agreed  not  to  acquire  any  stock  after  a  certain  date, 
which  was  prior  to  this  time. 

Q.  So  you  did  not  feel  free  to  go  into  the  United  States  Steel 
Corporation  syndicate  directly?    A.  IsTo,  sir,  nor  in  any  way. 

Q.  !N"or  in  any  way?  A.  ISTo,  sir. 

Q.  Why  didn't  you  stay  altogether  aloof  from  it  then?  A. 
Because,  if  I  might  have  been  permitted  to  have  read  this  memo- 
randum it  would  have  appeared  why  —  because  I  believed  it  was 
a  very  good  piece  of  business.  I  was  working  for  the  New  York 
Life  and  for  the  trust  company,  and  I  wanted  to  make,  and  have 
always  wanted  to  make  all  the  money  I  could  legitimately  for  the 
iSTew  York  Life  Insurance  Co.,  and  I  saw  this  opportunity  to  do 
it,  and  I  made  the  trust  company  absolutely  protect  the  New  York 
Life  against  any  possible  loss,  and  put  the  New  York  Life  Insur- 
ance Company  in  the  position  of  having  everything  to  gain,  and 
nothing  to  lose  in  the  transaction. 

Q.  Did  you  feel  free  to  go  into  stock  transactions?  A.  I  did 
not  go  into  stock  transactions 

Q.  Did  the  New  York  Life  Insurance  Company  feel  free  to  go 
into  stock  transactions  on  that  basis?  A.  It  went  into  no  stock 
transactions.     , 

Q.  Why  should  it  not,  if  you  could  make  such  an  advantage- 
ous arrangement?  A.  It  should  if  we  could,  but  we  cannot  do 
that.  I  was  only  able  to  do  it  because  I  had  something  else  to 
give  the  trust  company,  which  was  the  important  office  of  regis- 
trar for  the  five  hundred  million  dollars  of  preferred  stock,  and 
that  enabled  me  to  make  the  trade  as  I  made  it. 

Q.  But  having  been  enabled  to  make  the  trade  as  you  call  it, 
and  giving  75  per  cent,  of  the  profits  of  $2,325,000  without  risk 
of  loss  to  the  Insurance  Company,  why  were  you  careful  not  to 
have  it  appear  on  the  minutes  of  your  board?  A.  Lest  it  be  con- 
strued into  our  having  taken  formal  action,  which  would  commit 
us  to  the  syndicate,  that  we  had  not  taken. 
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Q.  How  did  you  think  your  formal  action  could  change  the 
fact  or  commit  you?  A.  I  believe  it  could  be  so  construed  and 
if  you  had 

Q.  We  apparently  do  not  need  your  records  to  get  at  the  fact? 
A.  ISTo,  sir,  I  don't  thinik  you  do. 

Q.  The  important  point  is  why  your  records  did  not  square 
with  the  facts?  A.  I  beg  your  pardon,  our  records  absolutely 
squared  with  the  facts. 

Q.  Where  is  a  record  in  your  Finance  Committee  minutes  or 
board  minutes  relating  to  this  transaction?  A.  Where  is  there 
anything  showing  that  the  New  York  life  was  assuming  any  risk 
or  was  going  into  the  syndicate? 

Q.  Please  do  not  answer  my  question  by  asking  another  one. 
Is  there  any  records  on  your  minutes  relating  to  this  transaction? 
A.  ISTo,  sir,  not  that  I  know  of. 

Q.  Did  all  the  members  of  your  Finance  Committee  know  of 
it  ?  A.  All  of  them  in  general  conversation  knew  of  it.  All  those 
gentlemen  who  were  members  of  the  committee  at  that  time. 

Q.  Did  Mr.  Claflin  know  of  it?  A.  Yes,  sir,  and  was  verj^ 
proud  of  it. 

Q.  Mr.  McCall  knew  of  it?     A.  Yes,  sir, 

Q.  Mr.  Randolph  knew  of  it?     A.  Yes. 

Q.  Who  were  the  other  members  of  your  committee?  A.  At 
that  time  I  think  they  were  Mr.  Langdon  and  Mr.  Morrison  and 
Mr.  Grate,  since  dead. 

Q.  Did  they  agree  that  this  should  not  appear  on  the  minutes  ? 
A.  Yes,  sir. 

Q.  For  the  reasons  you  have  stated?     A.  I  believe  so,  yes,  sir. 

Q.  What  went  on  the  minutes  of  the  ISTew  York  Security  & 
Trust  Company  in  regard  to  this  matter?     A.  I  don't  know. 

Q,  Was  the  matter  before  any  committee  of  the  Board  of  the 
trust  company?     A.  I  don't  know. 

Q.  Were  you  a  member  of  any  committee  of  the  board  at  that 
time?     A.  I  was  a  member  of  the  executive  committee,  but  I  don't 

know  whether Later  on  in  my  connection,  I  don't  know 

whether  I  was  or  not,  but  at  any  rate,  as  I  have  stated,  the  whole 
transaction  was  with  the  president  of  the  company. 

Q.  I  see  by  the  letter  of  February  19th,  1902,  addressed  by  the 
secretary  of  the  ISTew  York  Security  &  Trust  Company  to  Mr. 
Randolph  the  following :  "  Of  the  interest  in  this  syndicate  al- 
lotted to  us  $2,400,000  was  by  agreement  between  this  company 
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aud  the  New  York  Life  Insurance  Conapany  to  be  carried  for  the 
latter  company."  The  letter  then  goes  on  to  refer  to  the  $25,000 
that  was  deducted.  Was  there  an  agreement  between  the  JSTew 
York  Security  Trust  Company  and  the  New  York  Life  Insurance 
Company  that  $2,325,000  should  be  carried  for  the  New  York 
Life  Insurance  Company?  A.  May  I  first  ask  why  you  stopped 
there,  and  did  not  read  the  following  words 

Q.  You  can  read  it  all  if  you  desire?  A.  "  Under  the  terms  of 
the  agreement  referred  to  in  consideration  of  certain  guarantee 
given  by  this  company."     That  followed. 

Q.  Yes,  we  have  had  that  read,  and  can  read  it  all  over  again 
if  you  wish.     A.  But  not  in  this  question. 

Q.  Addi-ess  yoxirself  to  iliy  question.  "Was  there  an  agreement 
by  .which  the  $2,325,000  was  to  be  carried  for  the  New  York  Life 
Insurance  Company?     A.  No,  sir. 

Q.  What?  A.  There  was  nothing  carried  for  the  New  York 
Life  Insurance  Company. 

Q.  Have  you  the  letter  which  was  written  in  answer  to  this 
letter  of  February  19th,  1902?  A.  The  reason  I  say  that,  Mr. 
Hughes,  is  because  the  exjiression  "  carried  "  means  that  there  is 
some  agreement  between  people  by  which  something  is  to  be 
done.  This  agreement  was  only  that  the  trust  company  was  to 
take  this  interest  and  such  profits,  if  any,  were  to  be  passed  to 
the  New  York  Life  Insurance  Company  without  the  New  York 
Life  Insurance  Company  is  doing  one  thing. 

Q.  I  want  to  know  what  answer  you  gave  to  this  letter  of  Feb- 
ruary 19th,  1902?    A.  Will  you  kindly  let  me  see  it? 

Q.  Have  you  got  that  letter  book  there  with  your  answer?  A. 
I  don't  see  that  there  was  any  answer  made,  Mr.  Hughes. 

Q.  Do  you  know  whether  there  was  or  not?  A.  No,  sir,  I  do 
not. 

Q.  Have  you  any  correspondence  with  the  New  York  Security 
&  Trust  Company  regarding  it?    A.  .No,  sir. 

ME.  HUGHES :  I  should  like  to  have  the  letter  book  produced 
which  will  show.     Are  they  here? 

ME.  KANDOLPH:  We  will  send  for  them  at  once. 

Q.  But  whatever  was  to  be  done  or  not  done,  the  New  York 
Life  Insurance  Company  was  to  have  15  per  cent,  of  the  profits 
on  $2,325,000  of  that  syndicate  subscription?  A.  Yes,  sir, 
but 
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Q.  And  25  per  cent,  of  the  profits  on  that  amount  was  to  be 
received  by  the  New  York  Security  &  Trust  Company  in  consid- 
eration of  its  guarantee?    A.  That  is  right,  and  unless  I  had 

It  might  have  been I  considered  I  had  that  right 

T  might  have  allotted  some  one  else  $100,000  or  $50,000. 

Q.  But  as  a  matter  of  fact  you  did  not?  A.  No,  but  I  had 
the  right  all  the  while. 

Q.  Without  reference  to  what  you  might  have  done,  and  taking 
exactly  what  was  done,  the  arrangement  was  that  75  per  cent,  of 
the  profits  on  $2,325,000  were  to  go  to  the  New  York  Life  Insur- 
ance Company?    A.  Yes,  sir,  as  I  say,  that  was  the  final  result. 

Q.  After  taking  out  the  $25,000  and  the  $50,000  for  your 
friend  in  Chicago?    A.  Yes,  sir,  that  is  right,  sir. 

Q.  The  25  per  cent,  of  profit  that  went  to  the  New  York 
Security  &  Trust  Company  on  the  $2,325,000  virtually  paid  the 
New  York  Security  &  Trust  Company  or  could  be  regarded  by 
them  as  an  insurance  on  the  risk?  A.  A  part  of  the  original  trade 
I  made  with  them. 

Q.  And  on  the  registrarship?  A.  Yes,  in  connection  with  the 
registrai^hip. 

Q.  That  is  to  say,  it  was  the  agreement  to  protect  the  New 
York  Life  against  loss  and  get  the  registrarship  on  the  other 
hand? 

A.  Yes,  and  the  original  profits  on  the  rest  of  the  syndicate. 

Q.  That  is  on  the  $600,000  ? 

A.  Yes. 

Q.  But  you  don't  know  what  was  done  with  that? 

A.  Yes,  sir,  except  $50,000, 1  know  what  was  done  with  that. 

Q.  Now  who  put  up  the  moneys  on  the  subscription  of  the  New 
York  Security  &  Trust  Company?  A.  The  New  York  Security 
&  Trust  Company. 

Q.  The  whole  amount?    A.  As  far  as  I  know,  sir. 

Q.  And  did  they  put  up  the  amount  on  the  $50,000  that  you 
had  for  your  friend  in  Chicago?  A.  I  do  not  recall  as  to  that 
whether  he  sent  checks  for  that  or  whether  the  Trust  Company 
made  the  payment.  There  was  only  one  payment  made  of  12 
per  cent. ;  there  never  was  but  one  call  made  on  the  syndicate,  so 
that  that  was  a  very  small  matter. 

Q.  Did  it  put  up  the  amount  on  Mr.  Payne's  interest  of  $25,- 
000?    A.  No,  it  did  not. 

Q.  It  put  up  the  amount  of  the  $2,3Y5,000  apparently  which  in- 
cludes in  this  $60,000  given  to  your  friend  because  there  is  the 
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interest  charged  for  it?    A.  Yes,  I  think  it  did;  it  would  seem  so; 
they  charged  interest  at  4  per  cent. 

Q.  So  that  out  of  the  total  profit  received  on  the  subscription 
interest  at  4  per  cent,  was  first  charged  before  taking  the  net 
profits  for  division?  A.  It  would  appear  from  that  letter,  yes, 
sir. 

Q.  Then  out  of  the  balance  the  net  profits,  25  per  cent,  was 
retained  by  the  New  York  Security  &  Trust  Company  and  the 
remainder  was  paid  over  to  the  New  York  Life  Insurance  Com- 
pany?   A.  Yes,  sir. 

Q.  Now  what  was  said  about  the  New  York  Life  Insurance 
Company  maintaining  a  deposit  with  the  New  York  Security  & 
Trust  Company  during  this  period  ?  A.  There  was  a  general  con- 
sideration about  it  and  as  I  have  stated  we  agreed  we  would  not 
disturb  the  regular  course  of  business  as  we  were  conducting  with 
them  in  regard  to  deposits  and  the  rate  of  interest  they  were 
paying  us. 

Q.  What  was  the  object  of  that?    A.  I  do  not  understand. 

Q.  What  was  the  object  of  that  conversation  that  you  would 
not  disturb  it?  A.  Well,  I  fancy  from  my  recollection  of  the 
whole  question  that  the  Trust  Company,  they  were  always  very 
anxious  to  get  deposits  from  us  and  have  them  as  large  as  possi- 
ble and  they  used  every  opportunity  to  do  so. 

Q.  And  during  this  period  the  practice  of  leaving  a  certain 
amount  on  deposit  was  not  to  be  disturbed  ?    A.  Yes,  sir. 

Q.  You  understood  perfectly  well  that  the  fact  of  that  deposit 
being  disturbed  was  one  of  the  reasons  they  were  willing  to  put 
up  the  money?  A.  Hardly  that.  The  fact  that  we  were  doing 
a  large  business  with  the  Trust  Company  and  in  deposits  and  such 
things  as  this  I  was  bringing  to  them  a  large  trade,  together 
made  it  advantageous  for  them  to  do  it  that  way. 

Q.  This  was  a  very  profitable  syndicate  wasn't  it?  A.  Yes,  I 
am  very  pleased  to  say  it  was. 

Q.  The  most  profitable  syndicate  in  which  the  New  York  Life 
ever  took  any  interest?  A.  I  do  not  say  so;  I  cannot  say  as  to 
that.     One  of  the  most  profitable. 

Q.  Why  didn't  you  include  it  in  the  statement  of  participa- 
tions in  syndicates  which  was  handed  to  the  Committee  at  the 
beginning  —  Exhibit  38?  A.  Because  it  would  not  have  been  a 
correct  statement  if  we  had  added  it  on  to  that  statement. 

Q.  Although  you  had  75  per  cent,  of  the  profits  you  did  not 
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tMnk  you  liad  a  participation  ?  A.  "We  did  not  have  a  participa- 
tion. 

Q.  That  is  the  reason  why  yon  left  it  off?    A.  Yes,  sir. 

Q.  Whose  instructions  were  —  who  gave  the  instructions  for 
omitting  that?  A.  I  take  it  from  Mr.  Eandolph,  and  he  said 
there  was  no  instruction  given.  The  bookkeepers  made  that 
statement  for  you  nights  and  Sundays  when  you  were  first  organ- 
ized here  and  gave  it  exactly  as  the  books  show,  and  the  other 
profits  not  being  syndicate  profits  from  a  commitment  to  a  syn- 
dicate, were  not  included. 

Q.  You  do  not  mean  by  referring  to  nights  and  Sundays  it  was 
left  out  by  inadvertence  or  through  hurry?  A.  !N'o.  I  simply 
wanted  to  show  we  gave  it  to  you  quite  promptly  and  completely 
as  we  thought  at  the  time  and  think  now. 

Q.  In  your  book  which  has  been  produced  here,  in  this  ledger 
that  has  been  produced  of  commissions  and  profits  earned  by 
syndicate,  participations  the  profits  on  United  States  Steel  re- 
ferred in  these  letters  appear  credited  from  time  to  time.  Now, 
do  you  mean  to  say  that  the  bookkeeper  having  the  making  up 
a  list  of  participations  in  syndicates  omitted  United  States  Steel 
of  his  own  motion?    A.  That  is  what  I  am  told,  sir,  yes,  sir. 

Q.  You  gave  no  instructions  to  any  one  ?    A,  ISTo,  sir,  I  did  not. 

Q.  Did  you  know  that  the  Steel  participation  or  the  Steel 
profits  had  been  omitted  from  this  Exhibit  38  ?    A.  I  did  not. 

Q.  This  Exhibit  38  has  since  been  printed  by  the  Company, 
has  it  not  ?    A.  Yes,  sir ;  I  say  yes,  sir ;  I  think  it  has. 

Q.  Have  you  examined  that  sheet  ?    A.  No,  sir. 

Q.  "When  did  you  first  learn  that  the  steel  profits  were  omitted 
from  this  sheet?  A.  In  the  testimony  of  Mr.  Mattison  on  Fri- 
day. 

Q.  Did  you  suppose  they  had  been  included.  A.  I  did  not. 
I  would  not  have  included  them  if  I  had  been  asked  to  pass  on 
it ;  I  would  have  excluded  them. 

Q.  Because  the  subscription  was  not  in  the  name  of  the  New 
York  Life  Company?  A.  If  we  had  put  that  in  as  a  syndicate 
particiption,  then  the  criticism  that  would  be  made  of  us  now 
would  be  that  we  had  ourselves  put  on  record  that  we  were  in 
the  Steel  syndicate. 

Q.  I  do  not  think  there  is  any  doubt  about  it.  A.  "Well,  all 
right.     Then  perhaps  we  did  right. 

Q.  I  mean  that  you  were  in  it.  A.  I  do  not  think  there  waa 
any  doubt  we  were  properly  in  it. 
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Q.  Now,  at  the  tail  end  of  this  Steel  syndicate  matter  there 
was  a  part  settlement  of  profits  by  the  giving  of  an  interest  in 
the  preferred  stock  retirement  syndicate,  was  there  not?  A. 
Well,  Mr.  Hughes,  that  was  because  in  the  closing  up  of  the  orig- 
inal syndicate  it  was  merged  into  what  was  known  as  the  pre- 
ferred stock  conversion  syndicate,  and  a  very  small  percentage 
was  worked  out  in  that  new  syndicate — ^bond  syndicate. 

Q.  But  the  fact  is  that  in  the  final  settlement  of  the  original 
Steel  Coi-poration  syndicate  a  part  of  the  profits  was  represented 
by  an  interest  in  the  preferred  stock  retirement  syndicate?  A. 
The  bond  conversion  syndicate.  Yes,  I  think  that  is  right — 
yes,  sir. 

Q.  Here  is  a  letter  September  16,  1903,  addressed  by  Mr.  Webb 
secretary  of  the  JSTew  York  Security  &  Trust  Company  to  Mr. 
Eandolph,  in  which  he  says :  "  You  will  doubtless  recall  that  in 
the  final  distribution  to  the  participants  in  the  original  United 
States  Steel  Corporation  syndicate  we  received  in  part  settlement 
of  the  profits  and  interest  in  that  syndicate  for  United  States 
Steel  Corporation  preferred  stock  retirement,  of  which  your  pro 
rata  share  was  $58,125;  80  per  cent,  paid  less  one-quarter  to  this 
Company.  A  call  has  now  been  made  for  a  cash  payment  on  or 
before  October  1st,  1903,  of  one-quarter  of  the  unpaid  propor- 
tion, being  five  per  cent,  of  the  syndicate  interest  allotted. 
Kindly  hand  us  on  or  before  October  31st,  1903,  check  for  $2,179,- 
69  in  payment  of  your  proportion  of  the  cash  payment  required 
on  that  day  less  one-quarter  paid  by  us  covering  our  interest." 
That  check  was  sent,  was  it  not  ?    A.  The  letter  so  shows. 

Q.  The  matter  was  brought  before  the  finance  committee  as 
indicated  by  a  foot  note.  Do  you  recall  that?  A.  I  do  not,  but 
the  foot  note  was  doubtless  correct. 

Q.  I  notice  at  the  end  of  the  foot  note  the  words —  A.  "  Not 
to  be  noted  in  minutes." 

Q.  Not  to  be  noted  in  minutes.    A.  Yes,  sir. 

Q.  What  was  the  reason  for  not  noting  the  matter  in  the  min- 
utes? A.  As  I  previously  stated  we  were  not  carrying  this  as 
New  York  Life  transactions  at  all ;  we  were  not  under  any  com- 
mitment except  as  I  have  heretofore  described  in  the  arrange- 
ment with  the  trust  company. 

Q.  You  were  authorizing  by  the  Finance  Committee  a  payment 
of  $2,179.69:  Why  didn't  you  enter  that  in  the  minutes?  A. 
Because  we  noted  it  here  and  it  says  so — "  Informally  authorized 
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and  reported,"  and  because  as  I  have  said  several  times  we  were 
not  in  any  way  committing  ourselves  to  having  an  interest  in  the 
syndicate  as  a  direct  interest. 

Q.  Why  didn't  you  put  in  the  minutes  the  authority  you  were 
given  to  pay  this  money?  A.  If  you  wish  to  look  at  it  this  way, 
I  suppose  that  could  be  considered  as  a  minute.  A  minute  is  a 
brief  statenaent  of  a  transaction. 

Q.  But  a  minute  which  is  a  brief  statement  of  the  transaction 
says  it  is  not  to  be  entered  in  the  minutes.  A.  Exactly,  but  it 
was  noted  here  as  informally  authorized  by  the  Committee;  we 
were  trying  to  get  it  all  in  right. 

Q.  I  suppose  you  had  some  reason  for  it.  What  was  the  reason  ? 
You  did  not  want  it  to  appear  ?  A.  Not  at  all.  We  did  not  want 
it  to  appear  because  we  then  might  be  committed  to  have  been 
an  original  participant  in  the  syndicate;  that  is  why. 

Q.  You  think  that  putting  in  the  minutes  that  you  were  au- 
thorizing a  payment  of  $2,179  was  inadvisable,  though  in  fact  you 
were  making  the  payments  ?  A.  I  think  in  view  of  the  develop- 
ments of  the  last  few  months  it  would  have  been  very  inadvis- 
able because  it  would  have  certainly  turned  matters  as  this  has 
turned  against  us  now.  Either  way  it  would  have  been  against 
us. 

ME.  COX:  I  do  not  understand  why  they  made  the  payment 
of  $2,179  if  they  were  not  liable  on  the  participation. 

ME.  HUGHES:  Mr.  Webb's  letter  of  September  16th,  shows 
that  in  the  settlement  of  the  profits  on  the  original  corporation 
syndicate,  a  share  was  received  in  another  syndicate,  the  Bond 
Conversion  or  Preferred  Stock  Eetirement  Syndicate,  and  in  con- 
nection with  that'  syndicate  a  call  was  made,  and  the  New  York 
Security  and  Trust  Company  asked  for  a  check  from  the  New 
York  Life  Company  on  that  call  of  $2,197.69.  That  call  was 
honored,  but  the  authority  for  making  the  payment  while  actually 
given  was  not  to  be  noted  in  the  minutes. 

ME.  COX:  Why  should  that  call  be  honored  when  the  orig- 
inal transaction  did  not  provide  for  any  payment  on  the  part  oi 
the  New  York  Life  Company? 

ME.  HUGHES :   Perhaps  Mr.  Perkins  can  explain  it. 

THE  WITNESS :  I  really  don't  know,  I  suppose  it  was  the 
very  last  little  end  of  this  transaction,  which  received  a  quarter 
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of  a  million  dollars,  more  or  less,  profits  on  it,  and  I  suppose  it 
was  Mr.  Randolph's  way  of  finally  adjusting  tliese  last  little  de- 
tails. 

BY  MR.  COX: 

Q.  Is  that  a  full  explanation?  A.  It  was  some  adjustment  of 
the  accounts  between  the  Treasurer's  office  and  the  Trust  Com- 
pany. 

ME.  HUGHES :  Mr.  Randolph  requests  that  I  read  the  whole 
note  appended  to  the  letter: 

"  Informally  authorized  repayment  of  above  amount  out  of 
funds  heretofore  received  from  the  same  interest ; — ^not  to  be  noted 
in  minutes." 

Well,  the  matter  is  much  more  important  than  a  mere  turn 
of  words.  The  point  is,  as  I  understand  it,  you  had  received  a 
syndicate  participation  in  final  settlement  of  the  profits  of  the 
original  syndicate,  that  is,  the  participation  in  the  bonds  con- 
version syndicate,  and  you  paid  a  call  ?  A.  The  Trust  Company 
received  that,  yes,  sir. 

Q.  And  the  trust  company  informed  you  that  your  pro  rata 
share  of  this  interest  in  the  bond  conversion  syndicate  was  $58,- 
125,  and  they  acked  you  for  a  payment  of  your  proportion  of  the 
amount  required  by  the  call,  and  it  was  paid.  Now,  of  course, 
the  earlier  syndicate  was  closed,  wasn't  it?    A.  Yes,  sir. 

Q.  And  the  only  syndicate  open  now  was  the  bond  conversion 
syndicate;  and  the  only  point  that  I  had  in  mind  in  asking  the 
question  was  to  have  you  make  it  clear  why  you  should  do  an  act 
in  authorizing  the  payment  of  money,  and  be  desirous  that  that 
act  should  not  appear  on  the  minutes  of  your  Board  in  the  regular 
way.  If  you  have  any  further  explanation  to  make,  please  make 
it.     A.  I  think  the  explanation  I  have  made  entirely  covers  the 

point. 

Q.  Wow,  then,  going  a  little  further  with  this  bond  conversion 
syndicate,  it  appears  that  when  that  was  settled  up,  you  got  $43,- 
000  in  bonds  of  United  States  Steel  Corporation,  did  you  not  ? 
A.  So  it  appears,  yes,  sir. 

Q.  Now,  where  were  those  booked?  A.  I  presume  they  were 
carried  as  unlisted  assets  among  things  that  came  to  us  without 
any  cost  whatever. 
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Q.  In  -what  book  or  whereabouts  was  there  any  entry  that  the 
New  York  Life  owned  forty-three  thousand  dollars  of  United 
States  Steel  Corporation  bonds  ?  A.  I  am  not  the  bookkeeper,  so 
I  cannot  answer. 

Q.  The  bookkeeper  is  here,  if  he  can  inform  you.  Mr.  Matti- 
son,  do  you  know  ? 

ME.  MATTISON":  They  were  non-ledger  assets  and  conse- 
quently did  not  appear  on  a  ledger  —  non-ledger  means  not  on 
the  ledger. 

MR.  HUGHES:  That  is  very  clear,  not  appearing  on  the 
ledger,  did  they  appear  anywhere  else  ? 

ME.  MATTISON:   They  appear  on  our  bond  book. 

ME.  HUGHES:  I  would  like  to  see  the  bond  book  showing 
that  they  appear,  if  it  is  here;  if  not,  please  send  for  it. 

Q.  Have  those  bonds  been  disposed  of,  Mr.  Perkins  ?  A.  I  will 
refer  you  to  Mr.  Eandolph;  I  believe  they  have. 

ME.  EANDOLPH:   Yes,  they  have  been  sold. 

Q.  When  were  they  sold  ?    A.  We  can  find  you  that  date. 

Q.  Are  they  included  in  this  list  of  sales  of  securities  that  has 
been  furnished  to  the  Committee?  A.  I  presume  not,  because 
they  were  not  among  ledger  securities  of  the  Company.  I  really 
don't  know. 

Q.  To  what  account  have  the  proceeds  of  this  forty-three  thou- 
sand dollars  bonds  been  passed  —  does  Mr.  Eandolph  know  that  ? 

ME.  EANDOLPH:   I  will  refer  to  Mr.  Mattison. 

THE  WITNESS :   You  would  like  that  data  upon  this  point  ? 

ME.  HUGHES:    Yes. 

^  Q.  So  that  in  this  statement  of  purchases  and  sales  of  securi- 
ties made  during  the  last  ten  years,  which  has  been  furnished  by 
the  New  York  Life  Insurance  Company  to  the  Committee,  you 
have  not  included  any  securities  which  are  unlisted,  or  non-ledger 
securities  ?     A.  I  presume  not. 

ME.  EANDOLPH:  Oh,  yes,  there  have  been. 
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THE  WITNESS :  I  think  you  wiU  have  to  ask  Mr.  Mattison 
about  that,  or  Mr.  Shipman. 

ME.  HUGHES :  The  date  of  the  receipt,  according  to  this  let- 
ter of  the  bonds,  was  May  I7th,  1904.  That  was  the  date,  ap- 
parently, when  they  were  delivered  to  the  New  York  Life. 

Q.  Now,  Mr.  Perkins,  I  am  informed  that  the  sale  of  the  forty- 
three  thousand  dollars  of  United  States  steel  bonds  which  were 
received  by  the  New  York  Life  Insurance  Company  through  the 
New  York  Security  &  Trust  Company,  as  shown  by  this  letter  of 
May  17th,  1904,  Exhibit  No.  471  does  not  appear  in  the  list  or 
record  of  sales  furnished  the  Committee?     A.  I  don't  know. 

ME.  HUGHES:  That  is  correct,  is  it,  Mr.  Mattison?  It  is  not 
in  this  record  of  purchases  and  sales  for  the  ten  years  last  past 
furnished  to  the  Committee? 

ME.  MATTISON:  It  is  not. 

Q.  I  am  told  that  it  is  in  this  Hanover  Bank  Office  Account  in 
Folio  278,  Ledger  No.  3,  Treasury  Department,  under  date  of 
June  23,  1905?     A.  Yes,  sir,  apparently. 

ME.  HUGHES:  The  amount  received  being  $40,366.25.  I 
will  offer  that  whole  amount  in  evidence;  I  think  only  part  of  it 
was  offered  before.  I  would  like  to  have  Ledger  No.  4,  which 
continues  it. 

(Account  in  Ledger  No.  3,  marked  Exhibit  No.  475.) 

(Account  in  Ledger  No.  4,  marked  Exhibit  No.  475-A.) 

These  exhibits  will  be  found  in  the  Book  of  Exhibits. 

ME.  HUGHES:  I  read  in  evidence  from  the  letter-book  of  the 
company,  the  answer  to  the  letter.  Exhibit  No.  460,  February 
19th,  1902,  as  foUows: 

(Letter  marked  Exhibit  No.  476,  and  read  by  Mr.  Hughes.) 

ME.  HUGHES:  I  offer  in  evidence  letter  of  May  13,  1902, 
addressed  to  the  Treasurer  of  the  New  York  Life  Insurance  Com- 
pany, to  the  Secretary  of  the  New  York  Security  &  Trust  Com- 
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pany,   in  answer  to  the  letter  under  date  of  May   12,  1902, 
Exhibit  No.  462, 

(Letter  marked  Exhibit  47Y  and  read  in  evidence  by  Mr. 
Hughes.) 

ME.  HUGHES:  The  letter  book  is  not  here  just  at  present  so 
we  will  postpone  putting  in  the  other  letters. 

Q.  Was  the  matter  of  the  disposition  of  $43,000  of  bonds  of 
the  United  States  Steel  Corporation,  brought  before  the  Finance 
Committee?     A.  The  selling  of  them? 

Q.  Yes.     A.  I  do  not  recall  that  it  was,  not  to  my  memory. 
Q.  "Was  it  reported  to  the  Finance  Committee?     A.  I  don't 
know  as  to  that. 

Q.  Is  there  a  record  of  your  acquisition  of  sale  of  these  bonds 
on  the  minutes  of  the  Finance  Committee?  A.  Not  to  my 
knowledge.  It  is  on  the  books  of  the  company  and  I  should  say 
offhand  that  Mr.  Eandolph  acted  very  wisely  having  been  given 
gratis  $43,000  of  bonds  to  have  held  them  and  chose  a  very  good 
moment  in  which  to  sell  them  and  pass  the  profit  and  net  result 
of  the  profit  to  the  company.     It  looks  that  way  to  me. 

Q.  On  December  31,  1904,  did  you  report  to  the  Insurance 
Department  that  your  company  owned  $43,000  of  Steel  bonds? 
A.  Well,  I  should  hope  not. 

Q.  So  far  as  you  know  you  did  not  ?  A.  No  sir.  Not  to  my 
knowledge  we  did  not. 

Q.  As  a  matter  of  fact  your  company  did  own  them?  A.  They 
had  been  given  to  us. 

Q.  Well,  you  owned  them?  A.  We  held  them,  yes.  We  were 
going  to  realize  sofnetime  on  them. 

Q.  You  owned  them?  A.  Of  course  we  owned  them.  We 
owned  them  by  the  fact  that  they  had  been  placed  in  our  hands 
for  sale  and  when  we  would  credit  up  the  profits,  which  we  did. 

Q.  How^  long  did  you  continue  to  be  a  director  —  you  are  still 
a  director  in  the  trust  company  ?     A.  Yes,  sir. 

Q.  I  show  you  the  report  of  trust  companies  published  for  the 
year  1901,  and  I  call  your  attention  to  the  report  of  the  New  York 
Security  &  Trust  Company.  Are  you  aware  that  at  times  it  was 
obliged  to  state  its  interests  in  syndicate  ?     A.  No  sir. 

Q.  I  caU  your  attention  to  the  interest  of  the  New  York  Secu- 
rity &  Trust  Company  in  the  United  States  Steel  Corporation  syn- 
dicate as  stated  there,  page  643  of  the  New  York  report  of  the 
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Superintendent  of  Banks  embodying  tlie  report  of  the  'New  York 
Security  &  Trust  Company,  to  wit:     "U.  S.  Steel  Corporation 

Syn.,  book  value  $371,875,  rate  cost;  deductions ;  allowed 

$371,875."  Are  you  aware  tbat  the  New  Yoric  Security  &  Trust 
Company  only  reported  that  amount  as  its  interest  in  the  United 
States  Steel  Corporation  syndicate?  A.  No,  sir,  I  am  not.  It 
is  not  for  me  to  explain,  although  I  would  know  why  if  I  saw  the 
entry. 

Q.  Why  should  not  they  report  the  entire  amount  of  this  par- 
ticipation in  their  name  ?  A.  By  which  you  mean  what  amount, 
please,  Mr.  Hughes. 

Q.  $3,000,000  ?  A.  Because  they  had  never  paid  any  such 
sum  out  for  it.  The  syndicate  participation  receipt,  allotment, 
does  not  mean  anyone  has  paid  $3,000,000  if  that  was  the  face 
of  the  allotment. 

Q.  How  much  did  they  pay  as  matter  of  fact  ?  A.  I  will  say 
from  memory  about  $375,000 ;  it  was  all  they  ever  paid. 

Q.  What  is  that?  A.  I  should  approximately  —  I  am  giving 
you  offhand  now  —  I  should  say  approximately  $376,000  was  all 
"they  ever  paid  on  the  $3,000,000. 

BY  THE  CHAIKMAN: 

Q.  You  are  referring  now  to  the  12  per  cent,  call?  A.  12% 
per  cent.  call.  How  could  they  report  any  more  than  that  when 
they  never  paid  any  more  cash  —  do  you  thiok  that  makes  that 
item  clear,  Mx.  Hughes  ? 

BY  ME.  HUGHES: 

Q.  I  can  certainly  understand  that  way  of  reporting,  if  that  is 
the  way  —  it  would  be  very  natural  that  the  amount  actually 
paid— —     A.  Was  all  they  would  claim. 

Q.  It  would  figure  up  somewhere  in  that  neighborhood,  but 
I  don't  know  whether  that  is  a  fact  or  not.  I  don't  suppose  you 
do?  A.  ISTo;  but  I  do  know  that  all  the  syndicate  ever  called 
was  12%  per  cent.  121/2  per  cent  of  $3,000,000  would  be 
$375,000. 

Q.  A  little  less  than  that?  A.  Yes,  it  would  be  a  little  less 
than  that. 

Q.  The  New  York  Security  &  Trust  Company  was  interested 
in  the  syndicate  of  the  Atlantic  Coast  Line,  was  it  not  ?  A.  The 
which,  sir? 
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Q.  The  Atlantic  Coast  Line  ?  A.  You  say  New  York  Security 
&  Trust  Company? 

Q.  Yes.     A.  I  think  so. 

Q.  Is  there  any  other  case  in  which  the  New  York  Life  Insur- 
ance Company  has  received  any  profits  on  any  syndicate  partici- 
pation taken  by  the  ISTew  York  Security  &  Trust  Company? 
A.  Not  to  my  knowledge.  There  may  have  been  in  the  past, 
some  small  amounts,  but  never  any  of  my  negotiation.  I  don't 
think  we  ever  did. 

Q.  Then  as  far  as  you  know  this  case  of  the  Steel  Corporation 
syndicate  is  the  only  case  where  the  New  York  Security  &  Trust 
Company  subscribed  to  an  underwriting  and  the  New  York  Life 
Insurance  Company  got  anything  ooit  of  it?  A.  Yes,  sir,  in  this 
way. 

Q.  Or  in  any  way?    A.  So  far  as  I  know,  yes,  sir. 

Q.  Now,  has  the  New  York  Life  Insurance  Company  received 
anything  on  syndicate  participations  with  the  Morton  Trust  Com- 
pany?   A.  The  Morton  Trust  Company? 

Q.  Yes.  A.  I  do  not  recall  we  ever  had  any  such  connection 
with  the  Morton  Trust  Company. 

Q.  In  the  letter  of  October  1st,  1902,  addressed  to  Mr.  Ran- 
dolph by  Mr.  Keeler  the  2d  Assistant  Secretary  of  the  New  York . 
Security  and  Trust  Company  $59,310.79  is  deducted  from  the 
New  York  Life's  share  of  profits  as  the  payment  of  an  account 
v/ith  Andrew  Hamilton,  and  reference  is  made  to  arrangements 
with  Mr.  Perkins.  What  arrangeanents  were  those?  A.  Well, 
in  the  fall  of  1901  President  McCall  stated  to  me  that  in  connec- 
tion with  moneys  expended  on  behalf  of  the  New  York  Life  In- 
surance he  had  had  the  Central  National  Bank  and  the  New  York 
Security  and  Trust  Company  advance  to  Mr.  Andrew  Hamilton 
and  Mr.  E.  E.  McCall  at  different  times  from  1896  to  1901  various 
sums  of  money  secured  by  notes  of  those  gentlemen  and  that  he 
v/ould  like  to  have  the  balance  remaining  unpaid  in  both  these 
institutions  put  into  one  account  and  paid  out  of  subsequent  profits 
that  would  result  from  the  arrangement  between  the  New  York 
Life  and  the  Trust  Company  in  this  steel  syndicate  transaction. 
I  therefore  arranged  with  J.  P.  Morgan  &  Company  to  pay  the 
Central  National  Bank  as  they  did  on  December  31,  1901,  the 
sum  of  $40,751.39,  and  to  the  New  York  Security  &  Trust,  Com- 
pany on  the  same  day  the  sum  of  $15,969.16,  making  a  total  of 
$56,720.55.    This  sum  was  carried  by  Messrs.  Morgan  &  Company 
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withoiit  any  obligation  from  Mr.  Hamilton  or  anyone  else  until 
it  was  deducted  -with  interest  at  6  per  cent,  in  October,  1902,  from 
the  profits  and  distributed  to  the  Trust  Company,  and  a  statement 
was  furnished  by  Morgan  &  Company  to  the  Trust  Company  and 
in  turn  by  the  Trust  Company  to  the  New  York  Life  Insurance 
Company.  The  result  at  that  time  or  a  little  subsequent  to  that 
of  the  entire  transaction  between  the  Trust  Company  and  the  ISTew 
York  Life  was  a  profit  to  the  New  York  Life  Insurance  Company 
of  $435,207.71. 

Q.  We  are  talking  now  of  the  Steel  syndicate?  A.  I  am  talk- 
ing now.  This  was  the  last  transaction  in  connection  with  it  and 
that  was  the  final  result  of  the  New  York  Life's  interest  in  the 
Trust  Company's  participation. 

Q.  I  am  talking  about  Mr.  Hamilton?  A.  I  was  just  closing 
up  the  transaction. 

Q.  Gro  on.  A.  And  as  I  have  said  this  transaction  was  made 
■ndthout  any  investment  of  the  company's  funds  or  without  it 
being  carried  as  an  obligation  of  any  kind. 

Q.  Now,  coming  back  to  Mr.  Hamilton,  what  were  those  notes 
of  Mr.  Hamilton  and  Mr.  McCall?     A.  You  mean 

Q.  What  were  their  amounts,  when  were  they  made?  A.  I 
have  them  here.    Perhaps  that  is  the  best  way. 

Q.  Have  you?  A.  Yes,  sir;  I  have  brought  everything  that  I 
thought  you  might  possibly  want  as  you  suggested.  These  (in- 
dicating) are  the  ones  taken  up  from  the  Central  National  Bank. 
(Producing  notes).    These  are  Morgan  &  Company's  papers. 

Q.  You  hand  me  now  the  notes  taken  up  by  Morgan  &  Com- 
]jany  and  the  Central  National  Bank  which  have  been  made  by 
Andrew  Hamilton?     A.  And  others  I  think  you  will  find  there. 

MB.  HUG-HES:  And  Edward  E.  McCall.  I  offer  them  in 
evidence. 

Notes  maked  respectively,  Exhibits  No.  478,  479,  480,  481, 
482,  483  and  484,  and  read  in  evidence  by  Mr.  Hughes. 

ME.  HUGHES:  The  notes  taken  up  from  the  New  York 
Security  &  Trust  Company  you  now  produce  and  I  offer  them  in 
evidence. 

Notes  marked,  respectively.  Exhibits  No.  485  and  486. 
Mr.  Hughes  read  Exhibit  No.  485. 
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Q.  What  were  those  notes  given  for  that  were  discounted  at 
the  Central  National  Bank?    A.  I  don't  know, 

Q.  What  occasion  had  the  New  York  Life  Insurance  Company 
with  them?     A.  I  don't  know. 

Q.  What  did  Mr.  McCall  give  you  as  a  reason  for  J.  P.  Mor- 
gan &  Company's  taking  these  up?  A.  Simply  that  it  was  the 
New  York  Life  business. 

Q.  Why  didn't  the  New  York  Life  Insurance  Company  pay 
for  its  own  bills?    A.  They  did  pay  them. 

Q.  Some  years  later.  AVhy  should  it  have  Mr.  Hamilton  dis- 
count his  notes  in  this  business?    A.  I  reajly  don't  know. 

Q.  Do  you  know  anything  about  it?    A.  No,  sir,  I  do  not. 

Q.  Are  these  sums  received  by  Mr.  Andrew  Hamilton  from  the 
Central  National  Bank  upon  these  notes  in  any  way  included  in 
the  amounts  of  the  legal  expenses  of  the  New  York  Life  Insur- 
ance Company?  A.  I  don't  know,  but  as  they  were  paid  by  the 
company  through  this  steel  transaction,  I  have  always  understood 
that  was  the  way  they  were  paid. 

Q.  How  do  you  mean,  that  is  the  way  they  were  paid?  A.  I 
mean  we  have  just  been  over  the  fact  that  these  were  deducted 
from  one  of  the  dividend  distributions  of  the  steel  profits. 

Q.  You  mean  by  that  that  then  the  amount  so  deducted  in 
1902  was  charged  as  a  legal  expense?  A.  Oh,  no.  I  say  this 
indebtedness  was  liquidated  as  you  have  already  shown  in  evi- 
dence here,  by  being  deducted  from  the  profits  that  the  New 
York  Life  received  through  that  arrangement. 

Q.  That  is  plain.  I  want  to  know  where  the  "payment  of  fifty 
nine  thousand  dollars  by  the  New  York  Life  Insurance  Company 
through  the  deduction  of  the  sum  from  its  profits  appears  in  the 
books  of  the  New  York  Life  Insurance  Company?  A.  Why  it 
appears  in  a  statement  that  was  rendered  by  the  trust  company 
to  the  New  York  Life  when  that  particular  dividend  was  ac- 
counted for  by  the  trust  company  to  the  New  York  Life. 
*  Q.  You  mean  in  this  letter?  A.  Mr.  Mattison,  have  you  got 
that  letter? 

Q.  You  mean  in  this  letter  of  October  1st,  190-2,  from  the  New 
York  Security  &  Trust  Company  to  M]-.  Randolph  as  treasurer? 
A.  Yes,  sir. 

Q.  Is  there  any  record  on  any  book  of  the  New  York  Life  In- 
surance Company  of  the  payment  of  that  amount  of  $59,310.'79? 
A.  Mr.  Mattison,  you  showed  me  the  entry  on  your  book,  or 
your  blotter,  what  was  that? 
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ME.  EANDOLPH:    One  of  our  books  states  it  fully. 

MR.  HUGHES :  I  am  shown  this  entry,  whicli  I  will  offer  in 
evidence,  referring  to  Folio  237  of  Daily  Blotter  No.  4,  of  Treas- 
ury Department. 

Entry  marked  Exhibit  No.  487,  and  read  in  evidence  by  Mr. 
Hughes. 

MILTON  M.  MATTISON,  resumed: 

BY  MEr  HUGHES: 

Q.  This  note  just  read  explains  how  it  was  that  only  $27,876.71 
was  received  by  the  Company.  Was  the  amount  of  $59,310.79 
received  by  Andrew  Hamilton  through  the  discharge  of  these 
obligations,  entered  in  any  books  of  the  Company  other  than  in 
this  memorandum?     A.  No  other  books  than  that. 

Q.  Does  it  appear  anywhere  in  the  books  of  the  New  York 
Life  Insurance  Company  as  a  disbursement  by  it?  A.  Only  in 
that  way  on  that  book  there. 

Q.  This,  of  course,  is  a  note,  as  you  understand;  there  is  no 
amount  carried  out  for  postage.  A.  No  doubt,  it  explains  in 
full  the  transaction. 

Q.  It  explains  only  that  fifty-nine  thousand  dollars  has  been 
deducted  but  there  is  no  amount  of  fifty-nine  thousand  dollars 
carried  out  to  be  posted  in  later?     A.  No. 

Q.  And  none  was,  of  course.  I  merely  want  the  facts  clearly 
stated,  if  it  is  the  fact,  that  that  payment  of  this  $59,310.79  does 
not  appear  in  any  book  of  the  New  York  Life  as  charged  to 
any  expense  account?     A.  Except  in  that  book  there. 

Q.  Except  in  this  note  of  explanation?     A.  That  is  right. 

Q.  It  does  not  in  law  expenses?  A.  I  don't  know  anything 
about  law  expenses. 

Q.  Is  it  not  in  any  ledger  account?  A.  That  I  cannot  say;  I 
am  not  the  bookkeeper  of  the  company. 

Q.  Do  you  know  how  any  item  of  that  sort  would  get  from 
this  blotter  into  a  ledger  account  without  a  carrying  out  of 
the  amount?  A.  Not  from  that  entry  here.  I  am  not  in  the 
Bookkeeping  Department.    That  is  346  Broadway. 

Q.  So  far  as  you  know,  was  any  memorandum  sent  to  346 
Broadway  which  would  enable  them  to  book  this  $59,310.79? 
A.  Not  any  was  sent  by  me. 
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Q.  So  far  as  you  know  was  any  sent  by  anybody  else?  A. 
You  said  the  otter  day  you  did  not_want  my  suppositions  on 
anything  of  that  kind. 

Q.  I  am  not  asking  now  for  your  suppositions.  I  am  asking 
so  far  as  you  know  what  memorandums  were  sent  by  anybody 
else.  A.  I  said  I  know  nothing  about  the  Bookkeeping  Depart- 
ment of  the  Company. 

Q.  Is  Mr.  Shipman  here  ?  Who  is  the  head  bookkeeper  of  the 
Department?  A.  Mr.  Franklin  is  the  bookkeeper  of  the  De- 
partment. 

Q.  Who  is  the  man  at  346  Broadway  who  would  know  whether 
that  $59,310.79  is  entered  on  the  ledger  accounts  of  the  Com- 
pany?    A.  Mr.  Franklin  is  the  bookkeeper  of  the  Company. 

ME,.  HUGHES:  Will  it  be  conceded  by  the  company  that  the 
amount  of  $59,310.79  does  not  appear  in  any  ledger  account  of 
the  company? 

ME.  EANDOLPH:  E"o  doubt  that  sale  recital  was  made  on 
its  transfer  to  the  books  of  the  company  as  the  explanation  of 
this  entry,  but  as  a  debit  to  any  account,  expense,  law,  or  any 
other  account  of  the  company,  I  don't  think  from  the  nature  of 
the  amount  that  it  would. 

ME.  HUGHES:  If  there  is  any  memorandum  or  explanation, 
or  any  other  books  of  the  company,  other  than  this  Folio  237  of 
Volume  No.  4  of  the  Treasury  Department,  I  should  like  to  have 
it  produced.  I  would  like  to  have  any  book  other  than  this  blot- 
ter that  we  have  here  that  contains  any  explanation  of  that  item. 

ME.  EANDOLPH:  I  don't  know  any  other  explanation. 

ME.  HUGHES:  Any  other  book  containing  that  explanation. 
It  is  quite  apparent  to  anyone  at  all  familiar  with  the  books  that 
in  the  nature  of  the  entry  this  amount  $59,000  is  not  carried  out 
for  posting,  and  would  not  normally  appear  in  any  disbursement 
account.  I  want  further  to  know  whether  that  amount  of 
$59,310.79  deducted  from  the  profits  of  the  company  in  settle- 
ment of  these  notes  with  interest,  appears  in  any  report  of  the 
New  York  State  Insurance  Department  as  an  amount  expended 
by  the  company? 

THE  WITNESS :  I  do  not  make  up  the  Statement  of  the  New 
York  "State  Department. 
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GEORGE  W.  PERKINS,  resumed: 
BY  MR.  HUGHES: 

Q.  I  want  further  to  know  this,  whether  that  amount  of  $59,- 
3r0.79  deducted  from  the  profits  of  the  company  as  settlement 
of  these  notes  with  interest,  appears  in  any  report  to  the  New 
expended  by  the  company?  A.  I  think  I  can  clear  up  all  these 
accounts  by  the  simple  statement  that  it  was  the  intention  of  the 
president  to  liqiiidate  this  indebtedness  from  these  profits  received 
in  this  way,  and  that  disposed  of  it. 

Q.  Now,  will  you  answer  the  question?     A.  I  beg  your  pardon. 

Q.  Will  you  please  answer  the  question?  A.  I  make  that  state- 
ment because  it  seems  to  me  to  answer  all  that  you  have  been  ask- 
ing.    I  did  not  make  up  the  statements  so  I  cannot  swear  to  it. 

BY  THE  CHAIRMAN: 

Q.  You  mean  you  will  state  yes,  it  does  not  appear  in  any  report 
book?     A.  I  cannot  say  that. 

Q.  You  better  answer  the  question  made,  whether  it  does  appear 
in  any  report. 

Q.  (Repeated  as  follows):  I  want  further  to  know  this, 
whether  that  amount  of  $59,310.79  deducted  from  the  profits  of 
the  company  in  settlement  of  these  notes,  appears  in  any  reports 
to  the  New  York  State  Department  as  an  amount  expended  by  the 
company?    A.  I  don't  know. 

Q.  Who  is  responsible  for  the  statement  to  the  Insurance  De- 
partment—who makes  that  matter  up?  A.  The  various  depart- 
ments of  the  home  ofiice  make  up  the  various 

Q.  Who  makes  that  up — ^who  is  responsible  for  the  accuracy  of 
the  figures?  A.  Well,  the  actuary  or  the  Actuarial  Department, 
the  Accounting  Department  for  their  department — different  de- 
partments. 

Q.  Who  is  responsible  for  stating  what  all  the  law  expenses  are, 
for  example?     A.  I  would  not  know  as  to  that. 

Q.  Who  is  responsible  for  the  accuracy  of  the  reports  of  ex- 
penditures generally?     A.  The  different  departments. 

Q.  The  president  swears  to  it?  A.  The  president  swears  to  the 
report,  and  I  think  the  secretary,  too. 

Q.  Now,  I  call  your  attention  to  the  entry  in  Exhibit  No.  472, 
under  date  of  October  3d,  1902,  IT.  S.  Steel  Syndicate,  on  account 
$27,876.71.     A.  Is  that  a  net  amount? 
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Q.  That  is  the  amount  referred  to  on  the  letter  of  October  1st, 
1902?     A.  Yes,  sir;  balance  after  deducting. 

Q.  That  is  the  balance  after  deducting  the  $59,310.79?  A. 
That  is  right,  sir. 

Q.  And  that  balance  is  what  went  to  the  credit  of  the  commis- 
sions and  profits  in  your  ledger  No.  3?     A.  Yes,  sir. 

Q.  And  the  only  amount  out  of  that  payment  that  went  to  the 
credit  of  commissions  and  profits?  A.  I  presume  that  is  true;  it 
so  appears. 

Q.  And  no  debit  anywhere  was  entered  in  the  books  of  $59,- 
310.79?     A.  I  do  not  see  that  there  was. 

Q.  You  don't  know  of  any  account  to  which  that  was  charged? 
A.  No,  sir. 

Q.  What  were  the  transactions  with  Mr.  E.  E.  McCall  which 
led  to  the  taking  up  of  his  notes  by  J.  P.  Morgan  &  Company? 
A.  Why  I  have  already  stated  that  these  notes  of  Mr.  Hamilton 
and  Mr.  McCall  were  in  the  respective  banks  and  trust  com- 
panies, and  Mr.  McCall  asked  me  to  take  them  up  and  deduct 
them  from  this  interest  in  this  way,  which  was  done. 

Q.  Do  you  know  what  the  New  York  Life  Insurance  Company 
had  to  do  with  this  transaction  ?  A.  I  do  not  know  the  details  of 
it ;  no,  sir. 

Q.  Do  you  know  whether  it  had  anything  to  do  with  the 
transaction?  A.  Yes,  of  course,  because  the  president  knew  it 
was  company  business. 

Q.  What  did  he  say  it  was?  A.  He  simply  said  that  these 
were  moneys  that  were — that  these  gentlemen  had  obtained  in 
these  banks  for  company  business,  and  he  wished  I  would  take 
them  up  and  pay  them  in  this  way. 

Q.  Did  he  explain  why  it  was  that  Mr.  E.  E.  McCall  or  Andre  w 
Hamilton  should  get  money  from  the  New  York  Life  from  these 
banks  on  their  notes  ?    A.  No,  sir. 

Q.  Did  you  ask  him  ?      A.  No,  sir, 

Q.  Was  the  New  York  Life  short  of  money  ?  A.  I  don't  sup- 
pose it  was ;  no,  sir,  probably  not. 

Q.  Is  there  any  reason  known  to  you  why  money  should  be 
borrowed  for  purposes  of  the  New  York  Life  on  the  notes  of  either 
Mr.  Hamilton  or  Mr.  McCall  ?  A.  I  don't  know,  but  you  doubt- 
less can  find  out  as  to  that,  Mr.  Hughes.  There  were  doufctless 
good  reasons  why  it  was  done  in  that  way. 

Q.  Who  is  E.  Lynch  ?    A.  He  is  an  attorney. 
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Q.  In  what  office  was  he  at  the  time  this  note  bearing  his  en- 
dorsement was  made?  A.  I  don't  know  at  that  time,  but  ho  had 
had  an  office  in  the  New  York  Life  Building. 

Q.  Was  he  associated  with  Mr.  E.  E.  McCall  before  Kt.  McCail 
went  on  the  bench  ?    A.  Yes,  he  was  some  time  ago. 

Q.  Was  he  in  1901  ?    A.  I  don't  know. 

Q.  You  were  familiar  with  the  work  of  Mr.  Hamilton,  weie  you 
not?    A.  JSTo,  sir. 

Q.  Did  you  have  anything  to  do  with  it?  A.  Nothing  v hat- 
ever. 

Q.  Tlie  amounts  that  he  was  expending  were  known  to  you? 
A .  IS'o,  sir. 

Q.  Never?    A.  Never. 

Q.  I  have  here  a  statement  of  the  legal  expense  back  as  far  as 
1898.  In  whose  handwriting  is  that,  do  you  recognize  it?  A. 
No,  I  do  not. 

MIL  HIT  GILES :  This  is  a  part  of  a  file  received  from  the 
New  York  Life  which  I  will  offer  in  evidence. 

Exhibit  marked  488. 

(Exhibit  488  will  be  found  in  the  book  of  exhibits.) 

Q.  In  this  appears  Andrew  Hamilton  $488,705.50?     A.  Yes. 

Q.  Now,  you  were  conversant  with  that,  were  you  not?  A.  I 
wa?  not,  sir. 

Q.  Is  that  your  signature  ?    A.  No,  sir. 

Q.  To  that  letter  ?    A.  No,  sir. 

Q.  Whose  was  it  ?    A.  I  don't  know. 

Q.  Is  not  that  your  signature  in  ink?    A.  No,  sir. 

Q.  Who  would  sign  that  for  you?  In  whose  handwriting  is 
that  ?  A.  That  is  not  my  signature.  It  looks  a  little  bit  as  if  it 
might  be  the  signature  of  my  secretary. 

Q.  What  secretary  ?    A.  The  stenographer  who  does  my  work. 

Q.  What  is  his  name  ?    A.  Kihm. 

MH.  HUGHES:  This  memorandum  from  the  file  produced 
from  the  New  York  Life  I  offer  in  evidence. 

Mark  it  "  Files  of  the  Prussian  Department  Examination." 

THE  WITNESS:  That  may  have  been  one  of  the  clarks  in 
connection  with  the  examination- 
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Q.  I  undei"stand  that  these  were  papers  that  were  being  pre- 
pared for  the  Prussian  examination. 

ME.  HUGHES :  The  memorandum  is  as  follows:  "  New  York, 
June  14th,  1899.  Memorandum  for  Mr.  White.  Please  divide 
up  the  law  expenses  on  your  book  into  the  following  headings: 

First,  amount  paid  in  connection  with  Judge  Hamilton  and  his 
work.  Under  this  heading  put  the  total  of  the  items  that  I  have 
checked  with  pencil  on  the  right  hand  side  of  each  page. 

Second,  total  of  each  item  expended  outside  the  United  States 
and  Canada. 

Third,  salaries  and  office  expenses  of  the  home  office  legal  de- 
partment. 

Fourth,  aU  other  items. 

Signature,  George  W.  Perkins,  Second  Vice  President." 

THE  "WITNESS:  That  is  not  my  signature,  but  I  don't  remem- 
ber anything  about  the  memorandum,  but  it  looks  to  me  like  some 
office  memorandum  about  the  division  of  legal  expenses  on  the 
books.  You  see  those  figures  are  not  my  figures,  they  are  put  in 
probably  by  the  bookkeeper  there. 

Q.  There  is  stated  in  this  memorandum  under  this  heading, 
that  is  Jiidge  Hamilton  and  his  work,  "  Put  the  total  of  the  items 
that  I  have  checked  with  pencil  on  the  right  hand  side  of  each 
page."    A.  Yes,  sir. 

Q.  Does  it  not  appear  from  that  that  you  or  some  one  in  your 
department  knew  of  these  expenses  and  were  able  to  determine 
what  should  go  under  that  head?    A.  No,  sir,  not  at  all. 

Q.  How  could  you  or  anybody  in  your  department  check  with 
pencil  the  amounts  that  were  to  be  included  under  Judge  Hamil- 
ton's heading?  A.  Well,  that  is  1899,  a  good  many  years  ago.  I 
don't  know. 

Q.  Did  you  make  the  checks  on  this  paper  Exhibit  488?  A. 
Not  that  I  know  of. 

Q.  Did  you  make  these  H's  that  appear  there?  A.  No,  sir, 
they  are  not  my  H's. 

Q.  Would  your  clerk  be  able  to  do  that,  take  that  list  of  attor- 
neys, and  determine  what  was  to  go  to  Judge  Hamilton?  A.  No, 
I  would  not  have  anything  to  do  with  that,  I  might  have  given 
the  order  on  some  instruction  I  had  received  on  some  memoran- 
dum of  some  departments  that  were  familiar  with  the  details  and 
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that  wanted  tlie  order  of  an  executwe  officer.  It  might  be  very 
easy,  and  I  would  not  be  at  all  surprised,  if  in  my  executive  ca- 
pacity as  third  vice  president  and  second  vice  president  and  first 
vice  president,  there  might  be  orders  on  file  of  a  nature  lilce  this 
to  chiefs  of  departments  who  had  made  up  statements,  and  wanted 
a  formal  arrangement  of  the  account  for  entry  in  some  of  their 
books,  they  having  all  the  details  and  having  had  the  transactions 
from  some  other  department. 

Q.  This  Hamilton  matter  was  rather  a  confidential  maoter, 
wasn't  it?    A.  It  always  has  been,  yes,  sir. 

Q.  Clerks  would  not  know  how  to  distribute  items  of  legal  ex- 
penses, would  they?  A.  I  would  not  want  to  say  as  to  that.  It 
would  depend  upon  who  paid  out  the  money. 

Q.  For  example,  did  you  know  that  the  paymt>,nt  to  John  A. 
Finch  was  to  go  to  the  Hamilton  account?  A.  'So,  sir,  I  told  you 
I  have  not  seen  that  statement.  I  do  not  recollect  that  I  have 
ever  seen  it.  I  may  have  a  good  many  years  ago.  I  would  not 
say  that  I  had  not  seen  it. 

Q.  We  have  asked  for  a  statement  of  the  legal  expenses  dis- 
tributed in  each  year  since  1898,  and  I  understand  that  that  is  in 
course  of  preparation?     A.  I  don't  know. 

Q.  Now,  an  account  was  enclosed  with  this  letter  of  October  1, 
1902,  from  J.  P.  Morgan  &  Co. 

MR.  EAISTDOLPH:  I  have  the  letter  book  here  now,  if  you 
will  give  me  the  date. 

ME.  HUGHES :    Just  a  moment.     I  will  finish  with  this 


Q.  (Continuing).  Which  has  been  marked  Exhibit  465.  Has 
J.  P.  Morgan  &  Company  ever  had  an  account  with  Andrew  Hamil- 
ton or  other  than  the  account  of  which  this  is  a  transcript?  A 
No,  sir,  that  is  the  only  item  of  any  kind. 

Q.  Is  that  a  complete  transcript  "of  that  account  ?  A.  That  is 
a  complete  transcript. 

Q.  You  have  been  asked  to  produce  a  transcript  of  that  ac- 
count, and  you  have  produced  it,  and  it  appears  to  be  identical 
with  Exhibit  465  ?     A.  Yes. 

Q.  Now,  if  Mr.  McCall  desired  to  have  these  notes  settled  and 
the  moneys  had  been  expended  in  New  York  Life  Insurance  Com- 
pany business,  why  did  not  the  New  York  Life  Insurance  Company 
pay  them  instead  of  asking  J.  P.  Morgan  &  Company  to  take  them 
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up  ?  A.  Well,  that  was  one  way  of  doing  it.  They  could  have 
taken  them  up  and  paid  them.  I  suppose  the  president  thought 
it  was  the  way  he  wanted  to  do  it,  and  requested  it  to  be  done  in 
that  way. 

Q.  Did  it  occur  to  you  to  inquire  of  president  why  he  should 
want  J.~P.  Morgan  &  Company  to  advance  money  to  pay  New  York 
Life  Insurance  Company's  bills  or  notes  representing  moneys  dis- 
bursed for  the  New  York  Life  ?  A.  That  was  clear  because  the 
profits  from  these  transactions  were  going  to  emanate  from  the  dis- 
tribution of  profits  as  paid  out  by  Morgan  &  Company,  and  that 
shows  for  itself  later  on,  that  Morgan  &  Company  deducted  the 
amount  of  these  advances  in  settling  with  the  Trust  Company. 

Q.  So  these  payments  were  made  by  Morgan  &  Company  in 
anticipation A.  Yes,  sir. 

Q.  Of  the  profits  from  the  steel  syndicate?  A.  Yes,  sir,  en- 
tirely so. 

Q.  And  with  the  idea  that  the  amount  would  be  liquidated  out 
of  those  profits  ?     A.  Quite  right. 

Q".  What  was  the  explanation  that  Mr.  McCall  gave,  if  any,  why 
he  should  want  the  amount  liquidated  out  of  these  profits  instead 
of  being  paid  in  the  regular  way  ?  A.  None,  except  he  felt  that 
was  a  good  way  to  do  it,  and  it  was  done  in  that  way.  It  was  as 
long  as  it  was  broad  in  the  net  results. 

Q.  Except  in  the  one  case  it  does  not  get  on  the  books,  and 
in  the  other  case  it  would  have  to  be  debited  to  some  account  ?  A. 
Well,  of  course  it  was  reported  on  our  books. 

Q.  .Only  as  a  memorandum,  and  never  debited  to  any  account? 
A.  That  is  right. 

Q.  Did  you  call  that  to  his  attention?  A.  I  do  not  consider 
it  necessary  to  call  such  things  to  the  president's  attention.  He  of 
course  knew  it. 

Q.  Did  this  matter  come  before  the  Finance  Committee  in  any 
way  ?     A.  I  don't  recall  that  it  did.     I  don't  know  as  to  that. 

Q.  Mention  was  made  here  the  other  day  of  an  item  of  $40,000 
which  came  into  your  hands  in  cash  some  time  in  1904,  as  the 
profit  upon  a  loan.  Why  did  you  arrange  to  receive  that  money 
in  cash  ?  A.  Mr.  Hughes,  may  I  ask  your  pardon  for  just  a  mo- 
ment. I  understand  now  the  questions  about  the  steel  transac- 
tion, we  have  finished  with  that,  and  are  going  to  another.  I 
want  to  say  in  justice  to  myself 

Q.  Certainly,   make   any   explanatory  statement  you   desire. 
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A.  This  question  of  arranging  for  the  ISTew  York  Life  to  have  this 
profit  in  this  way  from  this  piece  of  business  was  purely  a  matter 
of  my  own  originating  and  was  done  by  me  because  I  felt  I  would 
make  a  very  handsome  sum  of  money  for  policyholders  in  that 
way  without  any  risk.  And  the  net  result  of  it  all  was  that  the 
New  York  Life  received  $435,207.71  without  one  scintilla  of  risk 
of  any  kind.  Now,  it  is  interesting  to  me  to  know  that  in  that 
one  transaction  I  earned  my  salary  of  $25,000  a  year  for  eighteen 
years,  or  that  I  made  for  the  Company  the  salary  of  the  president, 
three  vice-presidents  and  the  treasurer  for  two  full  years.    I  just 

wanted  to I  took  perhaps  a  pardonable  pride  in  the  way 

that  was  done.  It  was  done  conservatively  and  successfully  and 
I  felt  I  had  made  rather  a  profitable  and  in  every  way  a  satis- 
factory transaction  for  the  policyholders  of  the  New  York  Life. 
Thank  you. 

Q.  Why  was  it  your  pride  was  not  evidenced  by  some  state- 
ment of  this  matter  upon  the  minutes  of  the  Company  as  an 
open  participation  instead  of  resorting  to  this  devious  way  of 
making  that  amount  of  money?  A.  Mr.  Hughes,  pardon  me,  I 
do  not  think  that  is  fair,  because  it  was  not  devious.  It  was 
absolutely  the  only  way  to  make  the  transaction  and  I  have  so 
heretofore  stated. 

Q.  That  is  because  in  your  judgment  it  would  not  have  been 
proper  for  the  New  York  Life  to  become  directly  a  participant  in 
the  syndicate?  A.  It  certainly  would  not  have  been  proper. 
Now,  further,  can  you  think  of  any  reason  why  I  did  this  business 
in  that  way  if  it  was  not  because  I  wanted  the  New  York  Life  to 
make  the  money  ?  There  was  no  moral  or  legal  law  which  would 
have  prevented  me  taking  the  entire  participation  for  myself 
or  dividing  it  up  with  the  members  of  the  Finance  Committee  of 
the  New  York  Life,  and  yet  those  gentlemen  know,  and  I  know, 
we  were  making  the  money  for  the  New  York  Life,  and  not  one 
participated  for  one  cent  in  any  way. 

BY  THE  OHAIEMAN: 

Q.  If  it  had  been  a  loss  who  would  have  borne  it?  A.  The 
New  York  Security  &  Trust  Company. 

Q,  Then  you  knew  beyond  question  that  there  would  not  be 
a  loss  ?    A.  There  was  no  possibility  of  any  loss. 

Q.  Why  was  there  not?     A.  Because  the  trust  company  had 
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made  that  arrangement  witli  tlie  New  York  Life,  as  I  have  stated 
heretofore. 

Q.  Why  was  there  not  a  possibility  of  loss  to  the  trust  com- 
pany? A.  There  was,  and  they  assumed  that  possibility  for 
having  been  given  the  registrarship  of  the  five  hundred  million 
dollars  of  stock,  and  the  residue  interest  of  this  three  million 
dollars  of  participation.  That  was  their  part  of  the  compen- 
sation. 

Q.  Did  not  you  know  in  advance  there  would  not  be  any  loss  ? 
A.  ISTo,  I  did  not.  !N"obody  knew.  You  were  here  when  the 
Steel  corporation  was  organized  and  Mr.  Hughes  was  here,  and 
it  was  regarded  as  probably  a  good  thing,  but  nobody  knew. 

Q.  Mr.  Hughes  and  I  did  not  know  much  about  it.  A.  Well, 
]  regret  that  you  did  not.  It  was  a  good  piece  of  business,  and 
it  would  have  been  very  nice  if  you  had. 

BY  ME.  COX: 

Q.  You  knew  you  were  taking  that  risk  for  the  New  York 
Life  Insurance  Company  ?    A.  No,  sir,  I  beg  your  pardon. 

Q.  You  did  in  that  New  York  Security  &  Trust  Company 
thought  the  majority  was  held  by  the  New  York  Life?     A.  Yes. 

Q.  Therefore,  if  there  was  a  loss  to  the  Security  &  Trust  Com- 
pany, it  would  undoubtedly  fall  on  the  New  York  Life  by  af- 
fecting the  value  of  its  stock?  A.  That  might  be  said,  but  the 
New  York  Security  &  Trust  Company  was  getting  a  very  valuable 
piece  of  business  through  this  $500,000,000  registrarship  and  the 
interest  it  was  to  have  in  the  rest  of  that  syndicate. 

Q.  That  is  if  it  turned  out  to  be  valuable  ?  A.  They  had  the 
immense  value  of  the  five  hundred  million  dollar  registration  any- 
how.    There  could  not  be  any  question  of  that  ' 

Q.  What  was  the  value  of  that  registration  ?  A.  It  was  a  cash 
fee,  and  a  yearly  fee  of  some  nominal  amount.  But  the  immense 
value  was  in  the  clientage  it  brought  to  the  company,  the  immense 
clientage  it  brought  to  their  doors,  ' 

BY  THE  OHAIEMAN: 

Q.  As  between  the  syndicate  managers  and  the  trust  company 
was  there  any  agreement  in  writing  ?  A.  Yes,  sir,  the  usual  sjrn- 
dicate  participation.  The  trust  company  .had  to  sign,  assuming 
full  responsibility. 
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Q.  Assuming  a  legal  responsibility?  A.  Absolutely.  But 
there  was  no  such  document  between  the  New  York  Life  and  the 
trust  company. 

BY  ME.  COX: 

Q.  How  large  was  the  deposit  that  the  New  York  Life  Insur- 
ance Company  carried  in  the  trust  company  at  that  time  ?  A.  I 
don't  remember.  We  were  carrying  very  large  deposits  in  those 
days  with  the  trust  company  and  helping  it  every  way  we  could. 

Q.  More  than  the  amount  of  the  participation?  A.  Yery 
many  times  —  more  than  this  participation  ?  Not  more  than 
that,  but  the  only  cash  involved  ever  was  $375,000.  That  was 
all  that  was  ever  paid  on  it. 

Q.  That  turned  out  so  afterwards,  but  the  liability  was  for 
$3,000,000?     A.  Yes.      • 

Q.  You  said  there  was  an  agreement  that  that  deposit  should 
remain  there  ?  A.  I  think  I  am  safe,  without  looking  on  the 
books,  in  saying  that  our  deposits  were  running  at  that  time 
three  million  dollars  and  more.  I  think  I  am  safe  in  saying  that 
they  had  been  for  a  number  of  years,  were  then  and  have  been 
afterward. 

BY  ME.  TULLY: 

Q.  You  say  the  amount  resulting  to  the  Trust  Company  was 
purely  nominal?  A.  No,  I  say  the  cash  paid  to  them  was  more 
or  less  nominal.  It  was  a  good  many  thousand  dollars,  but 
nominal  compared  with  the  figures  we  have  been  dealing  in  here. 
But  the  great  value  was  in  the  clientage  it  brought  to  the  Trust 
Company.  Now,  all  I  ask  is  a  chance  to  fairly  put  on  the  record 
what  I  have  done  for  the  policy  holders  of  the  New  York  Life. 
I  am  perfectly  willing  to  stand  on  my  record  if  you  let  me  get  it 
on  the  record.     That  is  all  I  want. 

BY  ME.  HUGHES: 

Q.  Incidentally,  have  you  called  on  Mr.  McCall  for  an  ac- 
counting of  the  moneys  that  have  been  paid  Andrew  Hamilton  ? 
A.  Do  you  refer  now  to  the  question  you  asked  Mr.  McCall  the 
other  day  ? 

Q.  Yes.  A.  Yes.  I  have  not  called  on  him  but  I  have  asked 
him  about  it  and  we  know  what  has  been  done  —  I  do. 
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Q.  What  has  been  done?  A.  Immediately  after  being  on  the 
stand  he  wrote  a  letter  to  Judge  Hamilton  asking  him  to  come 
here  immediately  and  sent  that  to  his  address  in  Europe,  as  he 
knew  it,  or  to  a  gentleman  to  deliyer  it,  and  I  also  understand  he 
sent  one  to  his  office  here  and  one  to  Albany  and  asked  for  a  cable 
in  reply. 

Q.  Has  he  asked  for  an  accounting  in  the  event  that  Mr.  Ham- 
ilton is  unable  to  come  personally  ?     A.  That  I  do  not  know,  sir. 

ME.  HUGHES:  Before  leaving  this  matter  my  attention  is 
called  to  the  fact  that  some  of  these  letters  have  not  been  put  in 
in  reply  to  the  letters  of  the  ISTew  York  Security  &  Trust  Company. 

I  offer  one  from  the  assistant  to  the  treasurer  to  JVIr.  Keeler, 
dated  August  14,  1902. 

(Paper  marked  Exhibit  490.) 

ME.  HUGHES:  I  am  informed  that  the  letter  of  October  1st 
1902,  Exhibit  464,  apparently  was  not  answered  in  writing. 

I  am  also  informed  that  the  letter  of  February  27th,  1902,  Ex- 
hibits 461,  was  not  answered  in  writing. 

ME.  HUGHES:  I  offer  in  evidence  the  letter  of  April  28th, 
3902,  from  Mr.  Shipman,  assistant  to  the  treasurer  of  the  New 
York  Life  Insurance  Company,  to  the  New  York  Security  & 
Trust  Company. 

(Paper  marked  Exhibit  491.) 

THE  CHAIEMAN:  Mr.  Perkins  suggests  that  if  we  can  finish 
this  topic  in  ten  minutes  we  should  do  so. 

BY  ME.  HUGHES: 

Q.  Did  you  see  Mr.  Hamilton  when  you  were  in  Europe  ?  A.  I 
did  not. 

Q.  Have  any  communication  with  him  ?  A.  In  no  shape,  form 
or  manner. 

Q.  Now  it  appears  here  that  $40,000  was  received  by  you  in 
cash,  being  the  profits  lapon  a  loan  by  the  New  York  Life  In- 
surance Company  some  time  in  1904.  Will  you  state  under  what 
circumstances  you  received  that  amoimt?  A.  About  the  20th 
of  June,  Mr.  Eobert  Winsor,  of  Kidder,  Peabody  &  Company 
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came  into  tlie  office  of  J.  P.  Morgan  &  Company  and  brought 
to  my  attention  a  piece  of  business  that  he  had  just  gotten  in 
touch  with  in  connection  with  the  Mexican  Central  Eailway. 
He  was  sailing  for  Europe  in  about  an  hour  and  wanted  J.  P. 
Morgan  &  Company  to  join  him  in  this  piece  of  business.  There 
were  reasons  why  J.  P.  Morgan  &  Company  should  not  enter 
into  that  kind  of  a  transaction  in  that  particular  part  of  the 
world  at  that  moment,  and  I  told  him  so.  But  he  had  very 
little  time  in  which  to  make  his  arrangements,  and  as  I  talked 
over  the  business  with  him  I  became  convinced  that  it  was  a 
very  good  piece  of  business,  and  not  extraordinarily  large  in  size, 
and  I  finally  said:  "Well,  you  go  to  Europe  and  I  will  take 
care  of  one-half  of  the  arrangements,  as  you  want  to  make  it, 
and  you  can  so  report  it  to  your  Boston  office."  I  presume  the 
conversation  between  us  did  not  last  ten  minutes.  It  was  done 
very  quickly.  I  made  up  my  mind  to  undertake  the  business 
with  the  ISTylic  funds  of  agency  directors  of  the  New  York  Life, 
for  which  I  am  trustee  and  manager,  as  heretofore  brought  out 
in  evidence.  Part  of  the  transaction  was  that  the  Mexican  Cen- 
tral Eailway  was  to  be  immediately  provided  with  $2,000,000, 
half  of  which  I  agreed  to  provide.  And  as  the  ISTylic  fund  did 
not  have  that  much  money,  I  did  nat  wish  to  disturb  the  se- 
curities it  did  have.  I  arranged  to  have  the  Mexican  Central 
bonds  sent  to  the  ISTew  York  Life  and  that  company  to  carry 
those  bonds  for  the  coupons,  which  were  at  the  rate  of  five  per 
cent.  This  was  done.  $1,000,000  of  the  bonds  were  delivered 
by  Kidder,  Peabody  &  Company  to  the  ISTew  York  Life  on  June 
27th.  The  New  York  Life  Insurance  Company  on  that  date 
by  check  paid  Kidder,  Peabody  &  Company  $930,000  and  held 
the  balance  until  August,  1904,  when  Kidder,  Peabody  &  Com- 
pany sent  the  New  York  Life  its  check  for  $930,000  with  in- 
terest on  $1,000,000  at  five  per  cent,  for  the  time  of  the  transac- 
tion. A  little  more  than  a  month  later,  or  on  September  I7th, 
Kidder,  Peabody  &  Company  rendered  a  statement  to  the  New 
York  Life  of  the  profits  they  had  realized  on  the  transaction 
amounting  to  $40,193.60,  which  check  was  cashed  by  the  New 
York  Life  and  the  proceeds  turned  over  to  me. 

As  I  understand  it,  the  points  of  criticism  raised  are  as  follows: 
Eirst:  Why  was  the  business  not  done  for  the  New  York  Life 
fnsurance  Company? 

My  answer  is  that  it  was  a  transaction  that  had  to  be  concluded 
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if  at  all,  instanter,  and  I  chose  to  do  it  for  tlie  Nylic  fund,  which 
I  have  the  authority  to  do  without  consulting  anybody.  I  have, 
irj  previous  testimony,  furnished  the  Committee  with  a  statement 
of  the  condition  of  the  ISTylic  fund,  showing  that  the  value  of  the 
securities  it  owns  amount  in  the  aggregate  to  over  one  million 
dollars,  including  a  profit  of  approximately  $250,000  which  I  have 
made  for  the  fund  in  the  last  three  and  one-half,  years. 

Another  criticism  I  believe  is,  that  if  the  business  was  not 
done  for  the  ISTew  York  Life  Insurance  Company  hy  did  the 
jSTew  York  Life  Insurance  Company  have  any  connection  with 
it? 

My  answer  is,  because  approximately  one  million  dollars  in 
cash  had  to  be  provided  immediately.  The  Nylic  fund  did  not 
have  this  much  money.  I  had  to  obtain  the  money  somewhere, 
and  as  it  was  a  bond  transaction  with  the  opportunity  of  real- 
izing over  five  per  cent,  interest  on  the  money  while  in  use,  it 
was  a  perfectly  natural  thing,  for  two  reasons,  for  me  to  have 
the  New  York  Life  Insurance  Company  furnish  the  money. 
First,  because  it  furnished  an  excellent  transaction  for  the  New 
York  Life  at  over  5  per  cent,  interest  on  absolutely  safe  securi- 
ties. Second,  because  it  was  to  be  used  in  connection  with  an 
organization  of  agency  directors  of  the  New  York  Life,  whose 
interests  policyholders  of  the  New  York  Life  were  vitally  in- 
terested in  promoting. 

I  believe  the  third  criticism  is  as  to  why  the  profits  sent  to 
the  New  York  Life  Insurance  Company  were  paid  over  to  me. 

The  answer  is  because  the  whole  transaction,  so  far  as  Kidder, 
Peabody  &  Company  were  concerned,  was  with  the  New  York 
Life  Insurance  Company.  They  did  not  know  who  I  represented 
in  the  transaction.  The  profits  were  sent  to  the  New  York  Life 
and  paid  over  to  me. 

In  this  connection  criticism  has  also  been  made  as  to  why  the 
check  was  cashed  and  not  handed  over  to  me  as  received.  This 
profit  in  no  way  belonged  to  the  New  York  Life,  and,  therefore, 
should  not  have  been  entered  upon  its  books.  The  compensation 
to  the  New  York  Life  was  the  interest  on  the  $1,000,000  of  bonds 
which  was  at  the  rate  of  more  than  five  per  cent,  interest  on  its 
money.  The  cashing  of  this  and  turning  of  the  proceeds  over 
to  me  seemed  to  me  to  be  the  proper  way  to  handle  the  transac- 
tion. If  it  had  been  entered  as  profits  on  the  New  York  Life's 
books  and  then  a  check  paid  to  me  for  a  like  amount,  the  criti- 
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cism  would  probably  now.be  made  that  the  New  York  Life  re- 
ceived this  profit  and  immediately  proceeded  to  give  it  away. 

Q.  Have  yon  any  correspondence  relating  to  this  matter  with 
Kidder,  Peabody  &  Company?  A.  Yes,  sir.  I  think  that  is  all 
I  can  find  (producing  papers). 

Q.  This  is  the  file,  is  it?'   A.  

MR.  HUGHES:  I  do  not  think  we  can  get  through  before 
taking  a  recess. 

THE  CHAIE.MAE":  The  Committee  will  stand  in  recess  until 
2.30  P.  M.,  sharp. 


AFTER  RECESS. 
GEORGE  W.  PERKI:NS,  resumed. 
BY  MR.  HUGHES: 

Q.  Was  this  matter  of  the  Mexican  Central  Railway  Company 
bonds  a  matter  of  joint  account  with  Kidder,  Peabody  &  Com- 
pany ?     A.  Yes,  sir. 

Q.  The  interest  on  your  side  was  a  million  dollars  and  their 
side  a  million  dollars  ?     A.  Yes,  sir. 

Q.  How  were  the  profits  to  be  realized?  A.  By  Kidder,  Pea- 
body &  Company. 

Q.  With  what  way  —  in  what  way  were  the  profits  to  be  real- 
ized "i  From  what  ?  A.  From  the  sale  by  Kidder,  Peabody  & 
Company  of  the  two  million  dollars  of  bonds. 

Q.  Were  these  transactions  the  two  million  of  bonds  were  to 
be  acquired  and  then  the  profits  of  the  resale  were  to  be  divided  ? 
A.  That  is  my  recollection,  yes,  sir. 

Q.  The  joint  account  was  then  simply  a  joint  purchase  account 
to  the  extei'-  of  two  million  of  dollars?     A.  Yes,  sir. 

Q.  The  division  of  profits  to  be  half  and  half?     A.  Yes,  sir. 

Q.  Kidder,  Peabody  &  Company  acquired  the  whole  two  million 
of  bonds  ?      A.  Yes,  sir. 

Q.  And  one  million  of  those  bonds  were  forwarded  to  the  New 
York  Life  ?     A.  Yes,  sir. 

Q.  The  first  document  that  appears  on  the  file  you  have  handed 
me  is  a  letter  under  date  of  June  27th,  1904,  Kidder,  Peabody  & 
Compxiny,  to  Mr.  Randolph?     A.  Yes,  sir. 
92 
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Q.  Is  that  the  first  written  evidence  there  is  of  any  part  of  tlie 
transaction?  A.  Yes,  sir,  it  was  all  verbal,  Mr.  Hughes,  on  my 
part. 

MR.  HUGHES :  I  offer  this  in  evidence. 

THE  WITNESS:  The  trade  was  a  verbal  one,  as  I  have  Ex- 
plained, with  Mr.  Eobert  Winsor. 

(Paper  marked  Exhibit  492.) 

Q.  In  your  interview  with  Mr.  Winsor  did  you  say  anything 
about  JSTylic?     A.  No,  sir. 

Q.  Did  you  say  anything  about  taking  up  yourself  any  indi- 
vidual interest  of  the  joint  account  ?     A.  JSTo,  sir. 

Q.  Did  you  say  anything  about  any  one  taking  the  other  share 
of  the  joint  account,  that  is  the  one-half  that  Kidder,  Peabody  & 
Company  did  not  take?  A.  Only  as  I  have  stated,  I  would 
arrange  it  for  him ;  it  was  done  in  about  ten  minutes,  and  I  agreed 
to  provide  the  other. 

Q.  Did  you  mention  the  New  York  Life  Insurance  Company  ? 
A.  I  don't  think  I  did  unless  I  told  him  the  bonds  could  be  sent 
to  the  New  York  Life,  but  my  impression  is  that  I  arranged  that 
with  the  firm  afterwards. 

Q.  Have  you  any  letter  addressed  to  the  firm  which  shows  what 
arrangement  you  made  ?     A.  No,  sir. 

Q.  You  have  a  copy  of  such  a  letter,  have  you  not?  A.  No, 
sir. 

Q.  Was  that  arranged  with  Winsor?  A.  That  was  arranged 
with  Mr.  Winsor. 

Q.  Then  you  had  two  interviews  with  him  ?    A.  No,  sir. 

Q.  Then  at  the  time  you  had  your  first  interview  with  him 
you  told  him  the  bonds  would  be  taken  by  the  New  York  Life  1 
A.  No,  not  necessarily.  I  told  him  that  I  would  provide  the 
money.     Mr.  Hughes,  does  not  that  letter  show  that? 

Q.  No.  The  letter  is  for  sending  the  bonds.  A.  (Reading) 
"  At  the  request  of  Mr.  George  W.  Perkins  we  are  sending  to- 
night by  registered  mail." 

Q.  What  I  want  to  get  at  is  whether  you  said  anything  to  Mr. 
Winsor  about  Nylic  ?    A.  No,  sir,  I  don't  recollect  that  I  did. 

Q.  Whether  you  said  anything,  to  Mr.   Winsor  about  what 
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the  Xew  York  Life  Insurance  Company  would  do?  A.  Wo,  I  do 
not  think  I  did.    It  was  all  done  within  a  very  short  space  of  time. 

Q.  Then  how  did  Mr.  Winsor  know  to  send  the  bonds  to  the 
ISTew  York  Life?  A.  He  did  not.  That  letter  shows  that  their 
Boston  office  did  that  while  he  was  on  the  ocean. 

Q.  At  your  request?     A.  Yes. 

Q.  And  to  whom  did  you  make  the  request?  A.  To  the 
Boston  office  of  Kidder,  Peabody  &  Company. 

Q.  In  what  form  ?  A.  Probably  over  the  telephone,  I  usually 
do  with  them. 

MK.  HUGHES :  I  will  read  this  letter,  Exhibit  492,  in  evi- 
dence : 

Q.  Contemporaneously  with  that  did  the  New  York  Life  send 
money  to  Kidder,  Peabody  &  CompaTiy?  A.  Yes,  sir,  as  I  re- 
member, looking  through  these  papers  we  sent  them  $930,000 
on  a  date  that  is  given  there,  I  think,  is  it  not — on  June  2Tth  ? 

Q.  1904  ?    A.  Yes,  sir. 

Q.  Ana  that  is  the  purchase  entered  in  the  list  of  purchases 
and  sales  supplied  by  the  New  York  Life  Insurance  Company  to 
the  Committee  under  date  of  June  25th,  1904,  Mexican  Central 
$1,000,000  price  and  interest  93,  cost  $930,000 ;  vendors,  Kidder, 
Peabody  &  Co.  A.  You  mean  that  the  million  was  scheduled  in 
the  list  of  purchases  furnished  you  —  yes. 

Q.  I  mean  this  purchase  you  have  referred  to  on  this  payment  ? 
A.  It  must  be  the  same  item. 

Q.  That  is  the  purchase  and  it  is  the  same  item  I  have  read  ? 
A.  It  must  be  the  same  item. 

Q.  Did  Nylic  pay  anything  toward  the  purchase  price  of  the 
bonds?    A.  No,  sir. 

Q.  Was  this  amount  of  $930,000  one-half  of  the  amount  paid 
by  Kidder,  Peabody  &  Company  for  the  $2,000,000  ?  A.  I  be- 
lieve it  to  have  been  so ;  I  believe  that  to  have  been  the  fact. 

Q.  Is  that  the  entire  amount  of  money  that  was  put  up  on  your 
side  of  the  transaction  ?    A.  Yes,  sir. 

Q.  So  that  the  entire  amount  was  supplied  by  the  New  York 
Life  ?  A.  All  of  it  as  I  have  stated  in  my  memorandum,  in  my 
stiatement  this  morning. 

Q.  Did  that  matter  come  before  the  Finance  Committee  of 
the  New  York  Life  ?    A.  No,  sir. 

Q.  Was  it  mentioned  to  any  members  of  the  Committee?  A. 
I  don't  think  it  was. 
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Q.  Was  the  transaction  reported  to  the  Finance  Committee? 
A.  'No,  sir,  as  has  been  previously  brought  out  in  the  I^ew  York 
Life's  testimony  it  has  not  been  our  custom  when  we  carry  bonds 
and  coupons  or  make  bond  loans  to  report  it  any  more  than  a 
bank  officer  does  not  report  such  a  loan. 

Q.  This  appears  on  your  books  as  a  purchase?  A.  I  do  not 
know  about  our  books.  It  appears  on  the  schedule  furnished 
you  as  a  purchase. 

Q.  Isn't  this  taken  from  your  books  ?  A.  Yes,  sir,  I  presume 
so.  But  I  did  not  make  up  that  list  so  I  cannot  tell  you  what  the 
books  show  about  it. 

Q.  Does  this  amount  appear  on  your  books  as  a  loan?  A.  I 
don't  know. 

Q.  I  am  referring  to  the  !N"ew  York  Life  Insurance  Company 
when  I  say  your  books?     A.  Yes. 

Q.  "Who  would  know? 

THE  "WITNESS:  Mr.  Mattison,  would  not  you  know  as  to 
how  that  appears? 

ME.  HUGHES:  We  will  take  Mr.  Mattison's  answer  on  that, 
this  amount  of  $930,000  paid  to  Kidder,  Peabody  &  Company 
which  appears  on  the  list  handed  to  Committee  as  the  purchaue 
price  of  the  million  Mexican  bonds,  does  that  appear  on  any 
books  of  the  ]^ew  Ycrk  Life  Insurance  Company  as  a  loan? 

ME.  MATTISON:  It  does  not. 

ME.  HUGHES:  It  appears  as  a  purchase. 

ME.  MATTISON:  Yes. 

Q.  Will  you  explain  why  the  matter  of  that  purchase  was 
not  brought  before  the  Finance  Committee  ?  A.  Because  it  was 
not  regarded  in  the  light  of  a  purchase.  Why  it  was  entered  that 
way,  I  am  sure  I  cannot  tell  you. 

ME.  MATTISON:  I  think  I  can  explain  that.  These  bond^ 
came  in  very  early  one  morning,  and  I  put  them  on  as  a  purchase, 
supposing  them  as  such,  and  not  being  able  to  communicate 
with  any  officer  of  the  Company  at  that  time,  I  put  them  on  as 
purchase,  supposing  they  were  such.  But  later  on  when  I  heard 
it  was  not  the  case,  I  understood  it  was  to  be  just  simply  a  tem- 
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porary  affair,  and  I  thought  it  was  useless  to  take  them  off  the 
bond  ledger  and  put  them  on  the  loan  book,  because  we  expected 
it  to  be  closed  up  at  any  time. 

MR.  HUG-HES:     Who  told  you  it  was  a  temporary  affair. 

MR.  MATTISOE":  Mr.  Randolph,  I  beheve. 

Q.  Did  other  officers  of  the  New  York  Life "What  other 

officers  of  the  New  York  Life  knew  of  this  transaction  besides 
Mr.  Randolph  ?  A.  I  don't  know  that  any  one  did  except  prob- 
ably the  president.  I  think  I  did  record  it  to  the  president  that 
I  had  made  that  transaction.  I  have  always  made  that  more  or 
less  of  a  rule. 

Q.  Is  this  the  letter  written  on  behalf  of  the  New  York  Life 
Insurance  Company  in  reply  to  the  letter  of  June  2Yth,  1904? 
A.  I  presume  it  is. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  493  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Who  was  the  assistant  treasurer  ?  A.  I  don't  know,  I  have 
never  seen  that  letter  before.  I  suppose  it  was  a  detail  of  trans- 
ferring the  bonds  or  registering  them,  or  something. 

Q.  The  next  transaction  is  the  letter  of  June  29th,  1904,  writ- 
ten on  behalf  of  Kidder,  Peabody  &  Conjpany  to  the  New  York 
Life  Insurance  Company?    A.  Yes,  sir,  I  presume  so. 

MR.  HUGHES:  I  offer  them  in  evidence. 

(Paper  marked  Exhibit  No.  494.) 

Q.  Was  there  any  note  or  obligation  given  by  Kidder,  Pea- 
body  &  Company  for  the  $930,000  paid  to  them?  A.  Not  to  my 
knowledge.    The  bonds  Avere  delivered  by  them. 

Q.  There  was  nothing  signed  by  them  indicating  there  was  a 
loan?    A.  I  do  not  think  so,  I  do  not  know. 

Q.  When  the  check  was  given  by  the  New  York  Life  Insur- 
ance Company  —  it  was  a  check,  was  it  not,  for  $9'30,000?  A. 
Yes. 

Q.  Who  signed  that  check?    A.  I  don't  know. 

Q.  How  was  that  payment  booked  by  the  New  York  Life? 
A.  I  think  Mr.  Mattison  just  explained  that,  that  he  received  the 
bonds  supposing  they  were  purchased  and  put  them  into  bond 
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account,  and  afterward,  being  told  it  was  a  temporary  matter, 
he  thought  he  might  as  well  let  it  stay  there. 

Q.  On  August  10th,  1904,  you  received  a  memorandum  of 
account  from  Kidder,  Peabody  &  Company,  did  you  not?  A. 
Yes,  sir. 

ME.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  495.) 

Q.  What  is  that?'  A.  I  don't  know. 

MR.  HUGHES:    And  also  in  pencil  "  Mexican  Central  Bond." 

Q.  You  also  received  this  letter  from  Kidder,  Peabody  &  Com- 
pany under  date  of  August  10th?    A.  Yea,  sir. 

MR.  HUGHES :    I  offer  that  in  evidence. 

(Paper  m.arked  Exhibit  ISTo.  496.) 

Q.  Then  you  answered  that  by  letter  of  August  12th,  1904. 
A.  The  Assistant  Treasurer  answered. 

MR.  HUGHES:    I  offer  that  letter  in  evidence. 

(Paper  marked  Exhibit  No.  497.) 

Q.  That  repayment  of  $930,000  appears  in  your  list  of  sales 
furnished  the  Committee  under  date  of  August  10th,  in  the  fol- 
lowing item: 

August  10     Mexican  Central  5's $1,000 

Price  at  interest  9'3,  realized 930,000 

To  whom  sold:  Kidder,  Peabody  &  Company. 

Q.  ISTow,  on  September  ITth,  1904,  you  received  a  statement  of 
profits  from  Kidder,  Peabody  &  Company?  A.  The  New  York 
Life  did. 

Q.  The  New  York  Life  did?    A.  Yes. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  498.) 

Q.  This  check  for  $40,193.60  was  to  the  order  of  the  New  York 
Life  Insurance  Company?    A.  Yes,  sir. 
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Q.  And  that  was  for  one-half  of  the  profit  on  the  resale  of  the 
bonds  with  the  interest  stated?  A.  On  the  joint  transaction  that 
had  been  undertaken. 

Q.  With  tlie  interest  stated?    A.  With  the  interest  stated. 

Q.  Was  t)ie  matter  of  the  disposition  of  that  check  brought 
before  the  Finance  Committee?  A.  No,  sir.  None  of  the  trans- 
actions were  brought  before  the  Finance  Committee. 

Q.  Or  any  Committee  of  the  Board  ?     A.  No,  sir ;  no  committee. 

Q.  Was  it  brought  to  the  attention  of  any  officer  of  the  com- 
pany? A.  Mr.  Eandolph,  and  I  presume  to  the  attention  of  the 
president. 

Q.  I  find  here  in  the  file  a  memorandum.  Is  that  in  Mr.  Ran- 
dolph's handwriting?    A.  Yes,  sir. 

Q.  Was  that  sent  to  you  with  the  check?  A.  I  don't  remem- 
ber, but  evidently  it  was,  sir.  It  says  "  My  Dear  Mr,  Perkins  " 
and  so  forth. 

MR.  HUGHES :    I  offer  that  in  evidence, 

(Paper  marked  Exhibit  499.) 

Q.  Had  you  any  conversation  with  the  president  in  regard  to 
this  matter?  A.  No,  sir,  except  to  inform  him  that  we  had  such  a 
transaction,  that  is  all,  which  I  probably  did. 

Q.  Did  you  say  anything  to  him  which  led  to  his  sending  this 
check  to  you  ?  A.  The  president  did  not  send  it  to  me.  Mr.  Ran- 
dolph sent  it  to  me. 

Q.  It  says  "  as  directed  by  the  president  "  ?  A.  I  suppose  that 
is  a  formal  way  of  expressing  it.  Mr.  Randolph  sent  me  the 
check. 

Q.  Do  you  understand  that  he  did  that,  in  fact,  under  the 
direction  of  the  president?  A.  No,  sir;  I  would  not  think  so.  I 
think  it  simply  meant  that  the  president  knew  about  it  or  some- 
thing of  that  sort.  I  cannot  say  what  his  memorandum  meant; 
but  Mr.  Randolph  sent  me  the  check,  and  I  handled  the  whole 
transaction  and  told  him  to  send  it  to  me  myself. 

Q.  This  check  of  $40,193.60  to  the  order  of  the  New  York 
Life  Insurance  Company  was  endorsed  by  somebody,  was  it  not? 
A.  It  must  have  been  endorsed  by  the  New  York  Life  Insurance 
Company. 

Q.  By  what  officer?  A.  I  don't  know.  Do  you  know,  Mr. 
MattisoD,  what  officer? 
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MR  MATTISON:    Mr.  Eandolph.  ':     • 

THE  WITNESS :    Mr.  Eandolph. 

Q.  Was  that  receipt  of  $40,193.60  entered  in  the  books  of  the 
New  York  Life  Insurance  Company?    A.  No,  sir.    ^ 

Q.  Then  there  is  no  entry  in  the  books  showing  that  any  such 
check  came  to  the  New  York  Life  Insurance  Company?  A.  No, 
sir;  there  never  was  and  never  should  have  been. 

Q.  At  this  time  had  Nylic  put  up  any  money  ?    A.  No,  sir. 

Q.  At  this  time  had  the  company  made  its  contribution  to  the 
Nylic  fund  for  agency  directors  in  accordance  with  its  agreement? 
A.  It  has  always  made  its  deposits  in  accordance  with  the  agree- 
ment.   This  had  nothing  to  do  with  any  deposits. 

Q.  Then  this  amount  of  $40,193.60  was  not  any  part  of  the 
moneys  which  the  New  York  Life  was  obligated  to  pay  to  Nylic 
under  its  agreement?  A.  No,  sir;  in  no  shape  or  form.  It  was 
purely  an  investment  that  I  made  for  the  Nylic  fund  as  such. 

Q.  In  which  Nylic  took  no  part  of  the  responsibility  ?  A.  Yes, 
sir;  if  there  had  been  any  loss  I  would  have  been  obligated  to 
make  good  the  loss. 

Q.  Have  you  any  memorandum  to  show  it?  A.  No,  sir;  there 
never  was  any  such  memorandum. 

Q.  Did  you  discuss  that  matter  with  any  of  your  trustees  ?  A, 
No,  sir;  I  did  not;  but,  of  course,  I  would  have  done  it. 

Q.  And  if  there  was  any  loss  the  New  York  Life  was  respon- 
sible to  Kidder,  Peabody  &  Company,  because  Kidder,  Peabody 
&  Company  knew  no  one  else?  A.  Yes,  they  knew  no  one  else^ — - 
no  that  is  right;  whole  transaction  was  with  the  New  York  Life. 

Q.  Now  the  bonuses  payable  to  agency  directors  which,  under 
the  agreement  for  the  constitution  of  the  Nylic  fund  was  to  be 
paid  over  to  Nylic  had  been  fully  paid  over  by  the  New  York 
]ife.     A.  Yes. 

Q.  And  the  salaries?     A.  Yes. 

Q.  So  this  $40,193.60  was  entirely  exclusive  of  all  thoae  mat- 
ters? A.  This  was  an  investment  pure  and  simple  which  I  made 
for  that  fund,  as  I  stated  this  morning  just  before  we  adjourned, 
and  I  undertook  it  for  their  benefit  solely  and  no  one  else,  and  did 
it  in  my  unrestricted  capacity  as  their  manager,  in  which  capacity 
I  did  not  have  to  consult  anybody. 

Q.  The  profits  being  derived  entirely  upon  the  transaction  where 
the  New  York  Life  put  up  the  money?     A.  And  received  bonds 
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as  security  and  over  five  per  cent  interest  on  over  a  million  dollars 
wlierein  they  had  advanced  only  $930,000. 

Q.  Was  there  any  consideration  for  the  payment  of  this 
$40,193.60  other  than  the  consideration  of  furnishing  the  money 
to  buy  the  bonds?  A.  The  interest  on  the  money  that  was  fur- 
nished to  carry  these  bonds,  they  were  not  bought. 

Q.  Was  there  any  consideration  for  the  payment  by  Kidder, 
Peabody  &  Company  of  the  $40,193.60  save  the  furnishing  of 
the  $930,000?  A.  And  the  five  per  cent,  interest  on  a  million 
dollars  which  the  ISTew  York  Life  received  for  the  $930,000  that 
was  advanced. 

Q.  That  was  also  paid  by  Kidder,  Peabody  &  Company?  A. 
"No,  sir,  it  was  paid  by  the  railroad  company. 

Q.  Well,  it  was  paid  by  the  railroad  company  then?     A.  Yes. 

Q.  What  I  want  to  get  at  is  was  there  any  consideration  for 
Kidder,  Peabody  &  Company  paying  over  the  $40,193.60  other 
than  the  furnishing  of  the  $930,000?  A.  Well,  and  the  interest 
that  was  paid  as  I  have  said  on  the  million  dollars  of  bonds. 

Q.  The  New  York  Life  did  not  pay  the  interest?  A.  The  rail- 
road coiii])any  paid  it. 

Q.  The  'New  York  Life  did  not  pay  it,  and  Nylic  did  not  pay  it? 
A.  ISTo. 

Q.  Kidder,  Peabody  &  Company  paid  over  $40,193.60.  Was 
there  any  other  consideration  .for  that  than  the  furnishing  of  the 
$930,000?  A.  It  was  the  arrangement  that  I  had  made  that  they 
were — ^that  I  was  to  go  on  with  them  in  the  joint  account  on  the 
transaction. 

Q.  And  in  that  arrangement  Kidder,  Peabody  &  Company 
knew  no  one  but  the  New  York  Life?     A.  And  myself. 

Q.  They  knew  you  only  as  the  i^Tew  York  Life?  A.  They  knew 
they  had  made  the  negotiation  with  me. 

Q.  They   knew   nobody   but   the   New   York    Life?     A.  And 

myself. 

Q.  They  knew  you  as  an  officer  of  the  New  York  Life?  A.  I 
think  they  knew  me  also  as  what  I  am. 

Q.  Do  you  mean  to  say  you  went  into  it  individually?  A.  No, 
but  I  went  into  it  as  manager  of  the  Nylic  fund. 

Q.  Yes,  which  Kidder,  Peabody  &  Company  knew  nothing 
about?     A.  Absolutely  not. 

O.  You  have  spoken  of  an  investment  here.  What  was  the  in- 
vestment?    A.  The  transaction. 
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Q.  What  moneys  were  invested?  A.  It  was  not  an  investment 
in  that  sense;  it  was  an  undertaking  in  the  shape  of  a  transaction 
by  which  these  $2,000,000  of  bonds  were  being  taken  up  and 
being  sold  in  the  hope  of  profit,  which  was  realized. 

Q.  Nylic  did  not  invest  any  money?  A.  jSTylie  was  committed 
through  me  to  the  undertaking,  and  the  ISTew  York  Life  advanced 
the  money. 

Q.  That  was  an  investment  you  mean  in  your  own  mind?  A. 
No,  as  a  fact. 

Q.  Tell  me  any  interview  you  had  with  Kidder,  Peabody  & 
Company  which  bound  Nylic  or  you  as  trustee  of  Nylic  to  any- 
thing? A.  I  did  not  have  any,  but  I  considered  my  word  in  that 
capacity,  in  a  transaction  of  that  kind,  would  be  good. 

Q.  To  whom  did  you  give  your  word?  A.  I  did  not  give  it  to 
anybody.  I  did  not  need  to.  I  made  it  as  the  manager  of  that 
fund,  as  I  have  stated  before. 

Q.  You  gave  me  when  you  were  testifying  before — I  am  refer- 
ring to  page  3202  of  the  minutes  "There  have  been  paid  to  the 
ti-ustees  a  total  of  $945,146.02,  I  refer  to  the  trustees  for  the  ISTylic 
fund."  Was  this  $40,193.60  any  part  of  that  total?  A.  ISTone 
whatever.  I  want  to  repeat,  I  undertook  this  solely  on  my  own 
responsibility  becaiise  I  believed  it  a  good  transaction  to  make  for 
■  that  fund,  because  for  reasons  I  have  given,  Morgan  &  Company 
could  not  undertake  it,  and  because  it  was  a  size  that  I  could  carry 
and  work  out  that  profit,  which  I  did. 

Q.  When  you  gave  me  an  account  of  the  moneys  you  held  for 
the  aSTylic  fund  you  did  not  include  this  amoimt  of  $40,193.60? 
A.  Yes,  sir,  I  did.    That  is  part  of  the  profits. 

Q.  Is  that  part  of  the  profits?  A.  I  told  you  I  had  realized  a 
profit  of  about  $250,000  for  that  fund  in  three  and  one-half  years, 
and  of  course  this  $40,000  is  a  part  of  the  $250,000.  If  I  may 
say,  sir,  it  was  another  instance  where  I  thought  I  had  managed  a 
trust  fund  rather  successfully. 

Q.  jSTow,  this  is  your  evidence  given  at  the  twelfth  session  of 
this  Committee,  after  stating  what  you  had  received  for  the  Nylic 
fund  you  say,  'Bringing  that  down  to  date  I  now  have,  on  behalf 
of  these  gentlemen,  as  I  have  said,  $945,146.02  and  the  cash  value 
of  the  securities  which  I  hold,  and  all  marketable  securities.  Stock 
Exchange  securities  was  on  yesterday  $1,004,765.39,  showing  a 
profit  to  them  of  $249,619.37."  Now,  was  the  $40,193.60  any  part 
of  the  $945,146.02?    A.  It  was  just  $40,000  part  of  it. 

Q.  It  was?     A.  Yes,  sir. 
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Q.  In  tlie  same  testimony  you  say,  in  the  year  1902,  "tLcso 
gentlemen,  the  agency  directors  of  the  company  deposited  with 
the  trustees  $186,000  plus,  in  1903,  $250,000  plus,  in  1904,  $274,- 

000  plus,  and  in  1905,  under  to  date,  $230,000  plus,  so  that  there 
has  been  paid  over  to  the  trustees  $945,146.02."  Is  that  $40,- 
193.60  any  part  of  that?    A.  No,  sir,  no  part  of  it. 

Q.  The  $945,146.02  is  the  same  item,  is  it  not?  A.  No,  sir,  I 
thought  you  were  reading  to  me  deposits  made  by  the  New  York 
Life. 

Q.  I  am  reading  how  you  make  up  this  $945,146.02,  which  you 
told  me  a  moment  ago  included  the  $40,193.60.  A.  I  beg  pardon, 
you  read  me  the  profits  as  I  understood  it,  which  you  said  I  had 
made. 

Q.  Will  you  answer  me,  is  the  $40,193.60  any  part  of  the 
$945,146.02?    A.  No,  but  it  is  a  part  of  the  $1,194,000. 

Q.  Then  you  did  not  mean  to  be  understood  as  saying  when 
you  testified  before  that  securities  which  you  hold  which  according 
to  their  market  value  showed  a  profit  of  $249,000  were  the  secur- 
ities in  which  the  $945,146.02  had  been  invested?  A.  Why,  the 
$965,000  were  invested  in  securities  that  were  worth  $1,194,000 
and  some  odd  dollars  as  you  have  got  there  and  $40,000  was  part 
of  the  profit  which  I  had  made  for  that  fund  and  not  a  part  in 
any  way  of  the  money  the  New  York  Life  has  ever  paid  me. 

Q.  When  you  gave  your  testimony  before  it  was  not  in  the 
$945,000  and  it  was  not  in  the  marketable A.  I  beg  pardon, 

1  am  not  saying  it  was  not  in  the  $945,000,  I  say  it  was  in  the 
profi!-  I  Jijjdc  for  the  fund  its6]f,  in  the  $1,194,000. 

Q.  It  is?    A.  Yes. 

Q.  In  the  $1,194,000 A.  Exactly,  it  is  in  the  $1,194,- 

Y65.39. 

Q.  So  when  you  testified  before  yen  meant  that  you  had 
received  in  addition  to  the  $945,146*.02  this  $40,000  of  cash? 
A.  Not  at  all.  I  meant  I  had  received  that  and  the  value  of 
all  these  securities  to-day  was  $1,194,000,  and  it  was  not  part  of 
that  profit. 

Q.  Your  testimony  gave  us  the  impression  that  you  referred 
to  the  investment  of  the  $945,000,  in  your  prior  testimony  ?  A. 
I  beg  pardon. 

Q.  But  you  say  you  included  the  other  ?     A.  Yes,  sir. 

Q.  What  bank  did  you  deposit  $945,146.02  ?  A.  In  my  own 
account. 
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Q.  Your  individual  account?  A.  My  individual  account, 
where  I  tave  deposited  all  the  IN'ylic  money. 

Q.  Aiid  when  did  you  deposit  it  in  the  fund  of  the  Nylic  trus- 
tees ?  A.  It  never  was  deposited,  probably  as  money  —  I  know 
it  was  not  —  as  money  of  the  Nylic  trustees.  It  was  put  in  in- 
vestment and  the  investment  finally  got  into  the  account  of  the 
Wylic  trustees. 

Q.  "Was  the  $40,193.60  never  checked  over  to  the  Wylic  trustee 
fund  ?  A.  'No,  sir,  no  individual  profits  have  ever  been  checked 
over  to  the  Wylic  trustees. 

Q.  What  particular  investment  did  you  make  of  the  $40,193.60 
for  the  Nylic  fund?  A.  Well,  I  am  prepared  to  state  that,  but 
I  want  to  say  that  I  do  not  think  in  justice  to  my  general  relation 
to  the  business  world  I  ought  to  state  it  in  an  audience  of  this 
kind  here  for  fear  it  might  be  misleading.  But  if  you  will  go  on 
record  as  wishing  me  to  state  it,  I  will  state  it. 

Q.  Certainly.  What  I  want  first  is  did  you  make  a  segregated 
investment  for  ISTylic  of  the  $40,193.50.     A.  I  did  not. 

Q.  Did  you  mix  it  with  your  own  money  in  investment?  A. 
Yes,  sir,  as  I  have  with  nearly  all  the  Nylic  money. 

Q.  Don't  you  keep  a  separate  fund  of  the  Nylic  money  and 
invest  it  as  trustee  ?     A.  No,  sir,  I  do  not. 

Q.  Who  are  your  other  trustees  ?  A.  Mr.  Kingsley  and  Mr. 
Weeks,  I  think,  yes,  Mr.  Kingsley  and  Mr.  Weeks,  that  is  right. 

Q.  Are  they  aware  that  funds  of  ISTylic  are  handled  through 
your  individual  account?  A.  Absolutely,  and  so  are  all  the  men 
who  have  an  interest  in  the  fund. 

Q.  How  do  you  discriminate  between  your  individual  interest 
and  your  duty  as  trustee  in  setting  apart  investments  which  you 
make  indiscriminately  ?  A.  I  do  as  my  judgment  dictates  in  each 
instance,  handling  the  money  to  make  the  most  profit,  and  I  think 
the  best  proof  I  have  been  successful  is  the  amount  I  have  earned. 

Q.  Have  you  any  securities  set  apart  for  Nylic  in  the  names 
of  the  trustees  of  the  Nylic  fund  ?  A.  No,  sir,  I  have  not.  At 
the  present  moment  it  so  happens  that  the  large  part  of  the  Nj^lie 
fund  securities  are  set  apart,  but  in  my  custody. 

Q.  How  are  they  set  apart  ?     A.  In  my  custody. 

Q.  Are  they  in  your  name  ?  A.  Most  of  them  are  not  in  any 
name  at  all. 

Q.   They  are  bearer,  negotiable  securities?     A.  Yes,  sir. 

Q.  How  are  you  able  when  you  are  drawing  in  your  financial 
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transactions  upon  your  individual  resources,  augmented  by  such 
a  deposit  as  this  $40,193.60  to  discriminate  so  as  to  be  able  to 
tell  what  is  a  !N"ylic  investment  and  what  is  your  own  invest- 
ment? A.  I  have  never  had  any  difficulty  about  doing  that,  I 
have  sometimes  invested  ISTylic  as  Nylic  money.  I  have  invested 
it  with  my  money  and  with  other  people's  money,  and  have  used 
it  wherever  I  could  to  make  the  most  out  of  the  Nylic  fund,  and 
I  have  succeeded. 

Q.  When  did  you  invest  this  $40,193.60  for  the  Nylic  fund? 
A.  About  a  week  after  I  got  it,  a  week  to  ten  days. 

Q.  What  did  you  do  in  making  that  investment  which  indi- 
cated you  were  investing  for  ISTylic  ?  A.  I  invested  it  with  com- 
paratively small  amount  of  money  in  a  particular  purchase  which 
it  so  happened  the  ISTylic  fund  still  holds. 

Q.  How  does  that  purchase  stand,  in  your  name  ?  .  A.  ISTo,  it 
lias  been  long  siui'c  &eg''esj.ated,  and  the  ITylic  part  is  Nylic  and 
the  other  part  was  liquidated  in  another  way. 

Q.  How  much  is  the  ISTylic  part  of  it  ?  A.  It  is  something  o^-er 
forty  thousand  dollars,  because  this  particular  sum  of  money  natur- 
ally would  not  be 

Q.  What  was  that  purchase  ?  A.  Do  you  mean  the  security  I 
bought  ? 

Q.  Yes.  A.  Well,  as  I  say,  I  do  not  think  I  ought  to  put  that 
on  record  before  this  audience,  but,  you  request  that  I  do  it? 

Q.  Yes.     A.  It  was  in  Steel  Common  stock  at  19-|. 

Q.  And  what  was  the  total  investment  you  made  at  that  time  ? 
A.  About  fifty  thousand  dollars. 

Q.  In  what  way  did  you  set  apart  ISTylic  share  of  it  ?  A.  I  set 
it  apart  in  a  memorandum  until  I  carried  the  transaction  to  a 
point  where  I  either  wanted  to  sell  the  stock  or  keep  it  as  a  perma- 
nent investment. 

Q.  Did  you  sell  it  or  keep  it  ?  A.  That  is  another  question  I 
do  not  think  I  ought  to  put  on  the  record  here.  Let  me  show  you 
why.  I  am  chairman  of  the  Finance  Committee  of  the  Steel 
corporation,  and  if  I  go  on  record  before  this  audience  as  to  whether 
I  kept  or  sold  that  stock  it  would  be  taken  as  an  indication  of  what 
I  think  about  the  value 

Q.  This  was  a  long  time  ago.  A.  But  I  bought  the  stock  at 
19|.  You  may  want  me  to  state  whether  I  sold  it  or  still  have  it. 
It  would  be  a  clear  indication  of  what  I  think  about  the  value  of 
the  stock,  and  I  do  not  think  that  would  be  a  fair  statement. 
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Q.  I  am  not  desirous  of  embarrassing  you  in  your  relation  to 
the  Steel  corporation,  but  I  simply  want  to  follow  this  fund  and 
see  if  it  got  segregated  to  Nylic  ?  A.  No,  you  cannot  follow  it 
rmy  n;ore  than  you  csin  any  other  chei;k  I  have  ever  received,  be- 
cause I  have  used  it  in  my  discretion,  which  I  have  in  an  unlimited 
dtprec-  Irom  the  people  of  this  lund,  to  (Im  whatevpr  T  plea^'-j  i  with 
this  money,  that  is  what  I  have  done. 

Q.  Is  there  a  steel  common  stock  in  which  you  have  invested  set 
apart  for  these  trustees?  A.  That  particular  forty  thousand 
dollars  ? 

Q.  Yes.     A.  No. 

Q.  Are  there  any  securities  representing  that  forty  thousand  dol- 
lars set  apart  for  the  ISTylic  trustees  ?  A.  No,  nor  are  there  any 
securities  which  represent  any  particular  check  as  a  check.  I  am 
constantly  changing  and  have  1  een  selling  them  one  day  "uid  buy- 
ing them  another  day,  and  doing  those  things  which  I  can  and 
which  I  must  do  and  have  done,  if  I  would  make  $250,000  out  of 
that  much  money  in  three  and  one-half  years. 

Q.  You  said  you  had  $1,194,000  of  marketable  securities  for 
the  Nylic  fund  ?  Have  you  a  book  showing  an  account  of  those  ? 
A.  At  the  present  time  I  have  a  very  large  percentage  of  those  in 
securities,  and  a  list  of  them,  and  a  considerable  percentage  of 
the  cash  on  hand.  I  have  not  a  very  large  amount  of  cash  on  hand, 
it  does  not  amount  to  much,  it  is  mostly  in  securities,  marketable 
stock  exchange  securities. 

THE  CHAIRMAN :  Mr.  Hughes  asked  you  if  you  keep  this 
account  in  a  book  ? 

THE  WITNESS :  No,  I  do  not.  I  keep  it  in  a  memorandum 
and  list  and  in  January  of  each  year  I  call  Mr.  Kingsley  and  Mr. 
Weeks  together  and  furnish  them  with  a  list  of  the  securities,  lay 
before  them  all  the  securities,  and  memorandtim  of  the  cash  and 
we  join  in  a  statement  to  these  agents  who  gather  together  in  Janu- 
ary as  to  the  amount  of  securities  and  cash  they  have  on  hand. 

Q.  Do  you  keep  an  account  which  shows  what  you  buy  or 
sell  for  Nylic?  A.  No,  sir,  not  as  such,  because  I  do  not  do  it 
that  way.  I  do  it  in  connection  with  any  transaction  that  comes 
along,  that  I  think  is  to  their  advantage,  they  not  being  com- 
mitted to  any  kind  of  investment  I  can  use  that  money  any  wav 
I  like. 

Q.  In  connection  with  your  individual  matters?    A.  Or  in  any 
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other  matters.  I  have  invested  it  with  my  money  with  other 
banking  projects,  in  syndicate  transactions,  in  purchases  and  sales 
of  stock,  and  bonds  as  I  saw  fit  to  do  it. 

Q.  How  do  you  keep  track  of  it  without  a  book?  A.  I  keep 
track  of  it  in  a  memorandum.  There  are  usually  not  more  than 
one  or  two  transactions  at  a  time.  I  work  them  all  out  until  I  am 
willing  to  deposit  absolute  securities  or  money  with  their  fund. 

Q.  There  is  no  security  upon  which  you  can  put  your  hand  that 
represents  that  forty  thousand  dollars?  A.  ISTor  any  other  amount 
that  has  been  paid  me.  You  see,  if  I  was  to  get  ten  thousand 
dollars,  a  hundred  thousand  dollars,  forty  thousand  dollars,  I 
would  not  go  out  and  make  an  investment  for  that  particular  sum 
of  money. 

Q.  I  should  think  you  would  as  trustee?  A.  You  might  thinlv 
so.  Suppose  I  happen  to  have  more  in  bank — ten  thousand  dollar.^ 
more  at  that  time;  I  put  the  forty  thousand  dollars  with  it  and 
make  it  a  fifty  thousand  dollar  transaction.  And  certainly  if  what 
I  wanted  to  biry  only  called  for  thirty-two  thousand  dollars  I  would 
take  the  thirty-two  thousand  dollars  and  leave  the  eight  thousand 
dollars. 

BY  THE  CHAIKMA:N': 

Q.  Do  I  understand  you,  you  invested  the  !N"ylic  funds  mixing 
with  your  own,  just  as  you  do  your  own,  and  at  the  end  of  the  year 
give  ISTylic  the  best  end  of  it?  A.  That  is  one  way  of  putting  it. 
J  do  not  do  it  at  the  end  of  the  year.  I  do  it  from  time  to  time, 
as  the  conditions  seem  to  me  to  warrant  a  settlement,  either  by 
selling  for  ISTylic  or  buying  for  JSTylic. 

Q.  You  select  out  these  most  successful  ones  for  the  ISTylic? 
A.  They  generally  run  hand  in  hand  together  and  it  is,  of  course, 
simple  to  work  it  out. 

BY  MR.  COX: 

Q.  The  audit  at  the  end  of  the  year  would  not  amount  to 
much?     A.  There  is  no  audit. 

Q.  You  said  you  and  Mr.  Kingsley  and  Mr.  Weeks  got  together 
and  agTeed  on  the  securities  held  for  this  fund.  A.  I  did  not 
mean  to  say  that.  I  said  we  got  together  and  I  exhibited  to  them 
all  the  securities  I  had  for  this  fimd  and  the  cash  I  had  for  this 
fund    and  it  has  been  my  custom  to  ask  them  to  put  a  valuation 
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on  the  securities  I  Lad  and  we  had  the  cash,  and  then  we  joined 
in  a  written  memorandnm,  showing  the  amount  of  money  wp 
held  for  their  accoimt,  but  we  do  not  exhibit  to  them  the  list  of 
securities  we  hold,  because  it  would  go  all  over  the  United  States 
as  what  we  thought  that  money  ought  to  be  in. 

Q.  Yoti  do  end  up  with  a  definite  list  of  securities?  A.  I  do 
with  them  but  not  with  the  agency  directors. 

Q.  "What  does  that  amount  to  if  in  the  next  week  or  the  next 
month  you  can  change  that  entire  list?  A.  It  amounts  to  very 
little.  I  have  been  the  sole  executive  manager  of  this  fund,  and 
I  am  responsible  for  any  loss  and  would  be  grateful  if  anybody 
thanked  me  for  any  success. 

BY  MR.  TULLT: 

Q.  Do  you  keep  a  parcel  memorandum?  A.  I  keep  it  on  my 
blotter,  or  something,  or  in  my  card  case,  it  is  a  comparatively 
small  thing,  compared  with  my  greater  transactions. 

Q.  You  always  have  a  memorandum?     A.  Yes. 

BY  MR.  HUGHES: 

Q.  Do  you  mix  these  with  moneys  of  other  people  whom  you 
represent?     A.  Yes,  sir,  I  have  done  that. 

Q.  Suppose  you  should  sit  down  now  to  trace  the  $40,193.60 
through  the  securities  in  which  you  have  invested  from  time  to 
time,  to  find  out  just  what  securities  for  Nylic  represented  that, 
could  you  do  it  ?  A.  Utterly  impossible,  and  I  could  not  for  any 
other  check  I  ever  had  for  the  Nylic  fund. 

BY  MR.  COX: 

Q.  What  would  happen  in  the  Nylic  fund  if  you  should  die — 
how  would  an  accounting  ever  be  made  for  anythody  in  connec- 
tion with  that  fund  if  you  were  not  there  ?  A.  I  have  either  the 
securities  or  cash,  or  a  memorandum  if  there  was  any  balance  un- 
settled, and  a  difference  with  six  per  cent,  interest  would  be  paid 
for  that  fund,  as  I  have  with  most  every  other  trust  account  I 
carry,  so  that  the  fund  cannot  ever  lose;  they  have  six  per  cent. 
For  instance,  I  made  a  memorandum  of  that  kind,  specifically  in 
detail  before  1  went  to  Eiirope. 

Q.  Have  you  such  a  memorandum  at  this  present  moment?  A. 
No.  I  may  still  have  that  memorandum  I  made  before  I  went  to 
.Europe. 
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Q.  Is  there  any  memorandum  right  now  that  would  show  what 
Nylic  is  entitled  to?  A.  I  could  at  any  time  prepare  such  a  memo- 
randum. 

Q.  1^0,  but  is  there  such  a  memorandum  in  existence  at  this 
moment?  A.  Well,  to-day,  it  happens  to  be  substantially;  that 
would  be  so  it  could  be  done  very  closely. 

Q.  Then  there  is  such  a  memorandum?  A.  No,  there  is  not 
such  a  memorandum,  but  I  mean  securities  set  aside  for  the  ISTylic 
fund  and  the  cash  are  very  near  to  what  would  be  the  amount. 

Q.  Then  if  you  should  die  at  this  moment  there  would  not  be 
any  record?  A.  Yes;  the  record  is  in  the  securities  set  aside  and 
the  cash,  because  I  have  been  gone  as  it  happens  for  six  weeks 
and  have  not  done  any  business  for  the  ISTylic  fund. 

Q.  Where  is  that  memorandum  of  the  securities  ?  A.  It  is  not 
a  memorandum;  it  is  in  the  securities  themselves. 

BY  ME.  HUGHES: 

Q.  That  was  set  apart  before  you  went  away?     A.'  Yes. 

Q.  ISTow,  we  are  back  last  year  in  1904.  When  you  have 
transactions  in  moneys  like  the  $40,193.60  in  there,  you  get  a 
block  of  securities,  do  you  not?  A.  ISTo,  sir,  not  necessarily.  I 
have  often  gone  and  carried  a  large  part  of  Nylic  money  in  cash 
because  I  did  not  think  it  was  an  opportune  time  to  buy  securi- 
ties. Another  time  I  would  buy  up  to  the  full  limit,  and  have 
securities  in  place  of  cash. 

Q.  If  you  cannot  trace  moneys  you  have  received  through  ISTylic, 
through  your  various  investments,  to  show  just  what  has  resulted 
from  them,  how  can  you  make  up  a  memorandum  of  what  ISTylic 
is  entitled  to  except  according  to  your  general  idea  of  what  is  fair 
and  just  ?  A.  That  is  not  so,  because  I  have  had  a  memorandum 
of  each  transaction. 

Q.  Then  you  can  trace  for  us  the  $40,000?  A.  No,  sir;  it 
is  mixed'  with  general  money  of  the  ISTylic  fund  and  I  did  not 
invest  that  $40,000 — if  a  man  pays  you  a  fee  for  a  certain  case  are 
you  bound  to  invest  that  particular  fee  in  some  particular  thing, 
or  do  you  put  in  in  your  general  fund  ? 

Q.  I  am  not  trustee  of  my  funds  ?  A.  The  same  thing.  You 
handle  them.  .  You  either  invest  them  or  spend  them.  That  is 
what  I  do  with  this  ISTylic  fund,  I  do  it  when  I  like  and  as  I  like 
for  the  best  interests  of  the  fund. 

Q.  You  eaid  you  should  not  keep  this  $40,000  separate  from 
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other  Nylic  funds  —  you  did  not  keep  it  separate  from  any  funds  ? 
A.  I  kept  it  witli  the  Nylic  funds  I  was  handling  until  I  made  an 
investment. 

Q.  That  was  for  a  few  days  ?  A.  It  so  happens  I  made  an  in- 
vestment for  a  considerable  sum  within  a  few  days  after  that. 

Q.  JSTow,  did  you  keep  it  with  the  Nylic  funds  when  it  was  in 
your  individual  bank  account  ?     A.  That  is  why  I  carry  the  fund. 

Q.  You  merely  mean  all  Nylic  fimds  are  in  your  private  ac- 
count ?  A.  It  is  in  my  hands  to  invest  to  the.  best  advantage  I 
could  make  it. 

Q.  If  we  wanted  to  trace  through  the  Nylic  funds  to  see  how 
the  money  that  came  from  the  New  York  Life  is  invested  and 
re-invested,  and  just  what  has  resulted,  at  the  present  time  could 
you  do  it  by  any  book  you  have?  A.'  You  could  not  do  that  any 
more  than  you  can  trace  all  the  fees  paid  to  you  last  year. 

BY  THE  CHAIEMAISr: 

Q.  If  a  controversy  arose  between  the  Nylic  and  you  as  to  the 
amount  of  prof).ts  you  had  made  upon  the  investments  for  Nylic 
fund,  if  I  understand  you  right  there  would  be  no  way  in  the 
world  by  which  Nylic  or  anybody  else  could  prove  you  had  made 
more  than  you  had  claimed  you  had  made?  A.  No,  sir,  and  1 
am  definitely  in  a  memorandum  relieved  from  that  very  responsi- 
bility in  the  organization  of  the  association. 

BY  MR  HUGHES: 

Q.  Now,  you  refer  to  Article  5  of  the  agreement  which  pro- 
vides that  "  the  trustee  shall  not  be  personally  liable  in  any  way 
for  moneys  coming  into  their  hands  nor  for  the  security  or  profit 
of  their  investment  nor  for  any  loss  thereon  but  the  trustee  shall 
have  the  power  to  invest  said  moneys  in  any  and  all  kinds  of 
securities  in  their  unrestricted  discretion  without  regard  to  any 
statute  or  law  containing  any  restricting  or  directing  provision  in 
such  statute  being  hereby  waived.  The  trustees  shall  have  no 
remtmeration  of  any  kind  for  their  services."  That  is  what  you 
mean  ?  A.  Yes ;  well,  that  plus  a  resolution  that  has  been  passed 
at  each  annual  meeting  of  the  agency  directors  that  I  was  manager 
of  the  fund  and  I  was  handling  it  and  they  wanted-  me  to  handle 
it  exclusively  as  my  own  money. 

Q.  You  do  not  regard  yourself  as  liable  to  an  accounting  ?  A. 
I  do  not  regard  myself  as  liable  to  an  account,  but  I  would  cer- 
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tainly  regard  myself  as  morally  responsible  if  I  made  any  sub- 
stantial loss. 

Q.  Morally,  but  not  legally?  A.  Not  morally,  but  I  would 
make  it  good. 

Q.  Without  the  aid  of  your  testimony  no  one  could  prove  that 
any  loss  had  occurred?  A.  When  this  fund  is  divided  among 
these  gentlemen,  it  will  be  very  patent  as  to  whether  there  will 
be  a  loss  or  profit. 

Q.  Have  you  ever  had  a  loss  in  any  of  yovir  investments  for 
Nylic  ?     A.  Yes,  I  have  had  some. 

Q.  Then  you  have  had  occasion  to  recoup  those  losses?  A. 
Why  certainly  a  man  cannot  always  make  a  success. 

Q.  Can  yon  state  investments  in  which  you  made  losses  for 
Xylic  any  more  than  you  trace  investments  in  which  you  made  a 
profit?      A.  !N'ot  now,  no,  sir. 

Q.  Are  there  any  other  transactions  where  the  New  York  Life 
has  furnished  the  money  and  the  profits  have  come  in  which  you 
have  used  in  the  way  this  $40,193.60  was  used?  A.  ISTot  at  all. 
Nylic  has  had  some  interests  in  one  or  two  syndicates  that  the 
New  York  Life  has  been  in,  which  it  has  taken  up  with  its  own 
money,  but  no  transaction  like  this. 

Q.  No  transaction  where  the  New  York  Life  has  paid  the 
money  ?  A.  Where  they  have  advanced  the  money  to  carry  the 
account. 

Q.  In  what  syndicate  has  Nylic  been  interested  with  the  New 
York  Life  ?  A.  I  think  they  had  a  few  of  the  Mexican  bonds  at 
one  time,  and  one  or  two  things  like  that  in  small  amounts. 

Q.   Where  the  Nylic  paid  the  money?    A.  Yes,  sir. 

Q.  Jn  transactions  of  that  sort  do  you  keep  an  account  with 
the  Nylic,  where  you  charged  the  Nylic  with  such  amounts  ?  A.  I 
usually  keep  a  memorandum  until  the  thing  is  worked  out  into 
securities  to  keep  or  into  cash  for  the  bank. 

MK.  HUGHES:  The  entry  in  the  bond  book  which  we  asked 
for  this  morning,  referring  to  the  forty-three  thousand  dollars  in 
the  United  States  Steel  Corporation  fives  has  been  produced, 
Folios  236  of  the  bond  book.  No.  3,  and  I  will  read  it  in  evidence. 

(Entry  marked  Exhibit  No.  500,  and  read  by  Mr.  Hughes.) 

Q.  This  reference  in  the  memorandum  to  no  book  value,  means 
tliat  they  were  not  carried  on  the  books  as  ledger  assets?  A.  I 
suppose  so,  yes,  sir. 
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Q.  Recurring  to  the  steel  syndicate,  do  you  now  recall  fi'om  the 
amounts  stated  in  the  —  from  the  report  of  the  New  York  Secur- 
ity &  Trust  Company,  shown  you  this  morning,  in  which  the  in- 
terest from  the  syndicate  was  stated  at  $371,000  plus,  that  the 
New  York  Security  &  Trust  Company  paid  the  calls  on  the  entire 
three  millions  of  that  participation  with  the  exception  of  twenty- 
five  thousand  dollars;  do  you  recall  that?    A.  I  do  not  recall  that. 

Q.    Y'ou  don't  know  how  much  they  paid  ?    A.  ISTo,  sir. 

Q.  I  notice  that  these  notes,  Exhibit  No.  478  to  484,  in- 
clusive, aggregate  $72,000,  these  discounted  with  the  Central  Na- 
tional Bank;  and  the  notes.  Exhibits  No.  485  and  486,  aggregate 
$16,000,  making  a  total  of  $88,000.  Can  you  tell  me  how  it  was 
that  these  could  be  taken  up  by  J.  P.  Morgan  &  Company,  on  a 
payment  of  $56,000  plus  ?  A.  No,  sir,  except  that  I  presume  some 
of  them  were  paid,  or  amounts  paid  on  account.  One  I  notice, 
an  endorsement  here,  paid  on  account  twelve  thousand  dollars. 
I  have  not  been  through  them;  I  don't  know. 

Q.  That  is  Exhibit  No.  481,  note  of  May  6th,  1897,  for  thirteen 
thousand  dollars.  That  is  the  only  one  on  which  we  find  any 
endorsement  of  part  payment  ?    A.  No,  sir. 

Q.  Have  you  any  explanation  of  how  the  amount  was  arrived  ? 
A.  I  have  not,  no,  sir. 

Q.  You  were  sure  no  other  payments  were  made  by  J.  P. 
Morgan  &  Company  on  these  notes?  A.  No,  sir;  none  others, 
whatever. 

Q.  When  you  were  on  the  stand  before,  in  your  testimony 
you  said  at  page  2280,  with  reference  to  certain  purchases 
from  J.  P.  Morgan  &  Company  by  the  New  York  Life,  that  on 
September  8th,  1902,  you  were  authorized  by  the  Einance  Com- 
mittee to  buy  up  to  five  millions  of  a  forthcoming  issue  of  St. 
Louis  Terminal  four  per  cent,  bonds  at  102,  less  one  per  cent.,  and 
you  were  asked  whether  there  was  any  memorandum  which 
would  show  that  J.  P.  Morgan  &  Company  were  bound  to  deliver 
four  million  dollars  of  St.  Louis  Terminals,  and  you  answered, 
they  woTild  have  the  memorandum  which  was  made  on  the  books 
that  the  bonds  had  been  sold  at  that  price.  "  There  would  be 
that  memorandum  ?  A.  Yes,  Q.  That  was  made  when  ?  A.  At 
the  time  of  the  purchase.  Q.  September  8th?  A.  Somewheres 
thereabouts."  I  asked  you  to  produce  the  book  which  would 
show  that  memorandum.  Have  you  made  an  examination  to 
discover  .that?  A.  Yes;  there  was  no  such  entry  anywhere  on 
Alorgan  &  Company's  books. 
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Q.  That  is  all.  A.  Mr.  Hnghea  and  Mr.  Chairman,  may  I  ask 
yoiir  indulgence  only  a  moment  while  I  say  that  the  items,  trans- 
actions that  you  have  questioned  me  about  to-day  are  all  in  a 
way  of  one  character,  namely  the  Steel  syndicate  which  was  ab- 
solutely in  my  hands  to  control,  which  I  need  not  have  given  to  the 
Trust  Company  even,  which  I  need  not  have  had  them  make 
the  arrangement  that  I  did  about  the  New  York  Life;  the  ar- 
rangement for  this  Nylic  fund  is  clearly  one  I  could  have  taken 
for  myself  personally  or  Morgan  &  Company,  as  Kidder,  Peabody 
&  Company  came  first  and  offered  it ;  I  could  have  given  it  to  any 
other  bank  or  the  New  York  Life  Insurance  Company,  each  of 
those  transactions  I  have  gone  through  to-day,  the  Trust  Com- 
pany, the  New  York  Life  and  Nylic  fund  are  of  a  kind  that  are 
entirely  in  my  discretion.  I  handle  them  as  I  hope  my  evidence 
shows — I  have  wanted  it  to — so  that  the  best  results  would  be 
derived  to  the.  policyholders  of  the  New  York  Life  under  my 
Nylic  fund.  The  aggregate  cash  profits  realized  on  all  these 
transactions  are  almost  three-quarters  of  a  million  dollars; 
there  has  been  no  loss;  *Iiere  has  been  no  liability  to  any  of  my 
clients  in  the  transactions.  I  want  to  say  further  that  I  have 
done  this  purely  in  the  discharge  of  my  duties  because  I  have 
received  a  salary  from  the  New  York  Life  and  because  I  have 
been  handling  this  Nylic  as  a  trustee,  and  further  I  think  it  is  a 
very  opportune  moment  for  me  to  say  in  justice  to  my  connec- 
tion with  J.  P.  Morgan  &  Company  and  the  New  York  Life  and 
Nylic  fund  and  the  Trust  Company,  that  none  of  these  huge 
profits  would  have  been  possible  had  it  not  been  for  my  connec- 
tion and  the  advantages  I  have  enjoyed  as  a  member  of  the  firm 
of  J.  P.  Morgan  &  Company.  I  thank  you  very  much  for  your 
courtesy. 

WILLAED  V.  KING,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR  HUGHES: 

Q.  You  are  connected  with  the  New  York  Trust  Company? 
A.  I  am,  yes. 

Q.  Formerly  the  New  York  Security  &  Trust  Company,  now 
known  as  the  New  York  Trust  Company?     A.  Yes,  sir. 

Q.  Have  you  searched  the  files  of  the  New  York  Trust  Com- 
pany to  see  if  there  is  any  evidence  of  any  guarantee  given  to 
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the  New  York  Life  Insurance  Company  in  connection  with  tho, 
participation  in  the  United  States  Steel  Corporation  syndicate? 
A.  Yes,  I  have  had  that  search  made. 

Q.  With  what  result  ?    A.  I  found  no  such  agreement. 

JOHN  A.  McCALL,  resumed. 

BY  MR  HUGHES: 

Q.  Mr.  McCall,  I  show  you  a  note,  Exhibit  478,  made  by 
Andrew  Hamilton  to  the  order  of  the  Central  National  Bank 
for  $30,000  under  date  of  April  21,  1897.  What  were  the  cir- 
cumstances under  which  that  note  was  given?  A.  There  is 
nothing  on  the  note  itself  that  would  permit  me  to  recognize  why 
it  was  given. 

Q.  Do  you  linow  of  any  reason  why  the  New  York  Life  Insur- 
ance Company  should  pay  that  note  or  any  part  of  it  ?  A.  In 
1901,  in  the  latter  part  I  went  over  with  Judge  Hamilton  his 
payments  for  that  year;  I  frequently  talked  with  him  about  his 
work  for  the  company  and  the  advances,  and  from  the  figures 
he  then  presented  it  would  show  that  he  had — I  am  speaking 
now,  Mr.  Hughes,  of  course,  from  memory  a  good  deal — the 
figures  would  show  that  he  had  about  $79,000  or  $80,000  in  the 
year  1901.  That  conversation  led  up  to  his  statement  that 
from  the  time  he  took  charge  of  the  legislative  bureau  or  the 
bureau  of  legislation  and  taxation  as  we  called  it,  that  if  he  had 
had  in  six  years  about  $80,000;  then  referred  back  to  the  time 
when  the  Bureau  was  inaugurated,  when  the  cost  "of  it  in  the 
United  States  was  a  matter  for  discussion,  when  I  did  not  know 
and  he  could  not  tell  just  what  the  expenditures  of  the  bureau 
would  be — various  sums  were  named,  and  finally  I  multiplied 
the  number  of  States  and  Territories  by  two  and  said  that  we 
would  be  lucky  if  we  got  off  the  entire  expense  for  the  United 
States,  Canada  and  the  Territories  at  $2,000  per  State  and  Ter- 
ritory; that  would  be  say,  $105,000  or  $108,000  a  year.  As 
a  matter  of  fact  in  1901,  that  is  the  particular  year  that  is  in 
my  mind,  the  cost  up  to  that  time  of  the  bureau  had  been 
$488,000.  I  will  go  back  for  a  moment  to  the  time  of  my  first 
discussion  and  say  that  I  had  said  to  him  that  I  would  bo  quite 
\\illing  if  he  could  do  it  for  less  than  $2,000  for  the  States  and 
Territories,  or  say  $100,000,  to  pay  him  in  addition  to  his  re- 
tainer.    He  got  a  retainer  of  $10,000;  he  got  5  per  cent,  on  his 
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disbursements.     I  said  in  an  offhand  way  I  would  be  willing  to 
pay  him  one-half  of  any  expense  less  than  $100,000  that  bureau 
would  cost.     In  1901,  when  we  were  discussing  these  matters 
he  was  pressing  for  the  payment  of  some  moneys  and  I  said  that 
the  amount  now  was  up  to  $80,000,  and  I  did  not  care  to  have 
the  expenses  run  over  $100,000  a  year.     We  then  went  into  de- 
tails about  what  these  payments  had  been,  and  as  I  said  sum- 
ming up  about  $80,000  for  the  six  years.     He  then  said  "  I 
should  have  to  meet  obligations  that  I  have  made  about  $55,- 
000,  moneys  that  I  have  paid  out  really  on  account  of  the  com- 
pany, and  I  think  are  coming  to  me  because  of  your  statement 
of  the  money  that  might  be   saved   over  the  payments   really 
made  compared  with  the  estimate  of  the  bureau  at  $2,000  a  year  " 
I  was  very  anxious  about  the  amount  to  be  paid;  I  was  con- 
stantly preaching  the  economies  of  the  situation,  and  I  thought 
I  had  kept  them  dovm  fairly  well  in  the  general  disbursements 
on  the  account  I  have  mentioned.     He  then  made  a  list  from 
memory  at  that  time  of  what    he  thought  he  had  paid  out  on  ac- 
count of  the  company  for  which  he  should  have  compensation. 
That  list,  as  I  said,  was  made  from  memory,  part  of  it  he  de- 
rived from  Mr.  Edward  E.  McCall,  most  of  the  rest  I  think  prob- 
ably through  the  discounts,  although  no  names  were  mentioned 
—  probably  banks  were.     The  result  of  all  that  was  that  at  the 
end  of  the  interview  he  came  the  next  day,  or  probably  it  might 
be  the  next  week,  I  am  not  certain,  and  said  that  his  indebted- 
ness was  $55,000  and  a  little  more,  and  moneys  that  he  had  paid 
for  the  New  York  Life  as  a  matter  of  fact,  and  he  expected  the 
company  to  return  that  to  him.     Now,  I  do  not  recognize  any 
of  these  notes  in  connection  with  that  statement,  but  I  suppose 
they  have  some  bearing  on  it. 

Q.  When  was  this  interview,  Mr.  McCall?  A.  The  latter  part 
of  1901. 

Q.  Where  did  it  take  place?  A.  In  my  ofSce. 
Q.  Did  you  ask  Mr.  Hamilton  what  disbursements  he  had 
made  for  the  ISTew  York  Life  to  which  he  had  referred  ?  A.  I 
have  testified  on  a  former  occasion  that  all  of  the  Hamilton 
disbursements  were  made  directly  to  him,  and  that  I  had  abso- 
lutely no  knowledge  whatever  of  any  payments  that  he  ever 
made  on  those  disbursements. 

Q.  You  had  paid  out  very  large  sums  in  that  way,  and  when 
Mr.  Hamilton  approached  you  near  the  end  of  1901  asking  for 
additional  moneys,  did  you  then  request  from  him  a  statement 
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of  the  demands  which  he  had  made  for  which  he  desired 
reimbursement?  A.  I  had  a  perfect  understanding  with  Judge 
Hamilton  that  the  payments  to  him  under  his  contract  with  me 
about  this  legislative  bureau  —  that  there  should  be  no  request 
fr:m  me  in  relation  to  his  work,  that  I  should  have  no  vouchers — 
that  was  his  understanding  with  me,  except  his  own  for  what  he 
had  done. 

Q.  Had  he  ever  before  the  latter  part  of  1901  informed  you 
that  he  had  disbursed  for  the  company  money,  thousands  of  dol- 
lars in  excess  of  what  he  had  received?  A.  Yes,  he  had  on  two 
or  three  occasions. 

Q.  "\¥hen  had  he  referred  to  that?  A.  I  cannot  exactly  give 
you  the  dates;  probably  half  a  dozen  times  that  he  had  paid 
moneys  out  he  thought  the  Company  ought  to  reimburse  him  for. 

Q.  Did  he  give  you  the  amounts  or  particulars?  A.  No,  there 
were  no  details. 

Q.  Did  you  ask  for  them?    A.  I  did  not. 

Q.  Did  you  express  surprise  at  finding  that  Mr.  Hamilton  had 
personally  advanced  moneys  for  the  use  of  the  New  York  Life? 
A.  Not  in  that  sense;  he  did  not  say  that  he  had;  he  said  that  he 
had  made  advances  on  account  of  his  work  and  that  following  out 
my  anxiety  about  the  amount  of  the  cost  of  that  bureau  that  he  had 
tried  to  keep  it  within  bounds  but  he  had  as  matter  of  fact  made 
obligations  for  moneys  which  he  paid  out  on  account  of  the  Com- 
pany. 

Q.  Did  you  ask  him  what  occasion  he  had  to  give  obligations 
for  moneys  paid  out  on  behalf  of  the  Company  and  why  he  did- 
not  ask  the  Company  for  the  moneys  he  needed  ?  A.  Except  along 
the  lines  of  economy  that  I  should  reserve  the  cost  within  the 
amount  stated. 

Q.  When  did  you  make  an  arrangement  with  him  that  he 
should  have  five  per  cent,  on  his  disbursement?    A.  In  1896. 

Q.  Why  did  you  make  an  arrangement  on  pay  him  a  commis- 
sion on  the  amount  he  disbursed?  A.  He  got  a  $10,000  retainer 
for  his  own  services;  I  told  him  as  I  said  before  about  the  amount 
that  the  bureaus  should  cost  and  it  was  then  and  there  agreed  that 
he  should  have  five  per  cent,  on  his  payments  of  each  year. 

Q.  Then  the  more  he  disbursed  the  more  money  he  would 
make?     A.    He  was  limited  in  the  amount  of  his  disbursements. 

Q.  To  what  amount?  A.  To  $100,000  a  year — may  have  been 
in  excess  of  that.    You  will  find  the  average  about  that. 
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Q.  In  1901  you  gave  him  $107,809?  A,  Yes,  and  1900  he 
only  got  $50,000. 

Q.  In  1901  he  got  $107,809?  A.  If  you  will  average  the  lot 
you  will  find  he  did  not  get  the  $100,000  a  year.  I  made  a  mis- 
take about  that.    You  said  1901  —  1902  he  got  the  $50,000. 

Q.  That  is  after  this  interview  to  which  you  have  referred  ?  A. 
Yes. 

Q.  Was  he  in  fact  limited  to  $100,000?    A.  He  was  not. 

Q.  Did  he  in  fact  get  five  per  cent,  of  the  amount  of  his  dis- 
bursements?   A.  Only  as  I  know  he  was  entitled  to. 

Q.  Did  he  ever  make  up  an  account  showing  his  disbursements 
and  showing  his  charge  of  five  per  cent,  thereon  ?    A.  He  did  not. 

Q.  When  this  matter  was  brought  to  your  attention  in  the  lat- 
ter part  of  1901,  if  you  were  satisfied  that  the  ISTew  York  Life 
should  reimburse  Mr.  Hamilton  why  didn't  you  do  it  directly  in- 
stead of  having  it  done  through  J.  P.  Morgan  &  Company?  A. 
Well,  as  I  said,  the  accumulation  of  these  disbursements  were 
running  over  a  term  of  years  —  two  or  three  —  he  had  spoken  to 
me  as  I  said  half  a  dozen  times  about  it,  the  disbursements  of  that 
particular  year,  1901; — he  did  get  $18,000  after  my  conversation 
with  him  which  he  made  his  disbursements  of  that  year  I  think 
about  $97,000.  I  did  not  want  them  to  exceed  that  sum  and  I 
knew  that  he  was  having  these  obligations  tO'  meet,  from  his  state- 
ment, and  from  what  I  had  said  in  his  behalf  for  the  Trust  Com- 
pany and  to  the  Central  Bank,  and  when  he  received  the  money 
from  J.  Pierpont  Morgan  &  Company,  it  was  because  of  the  con- 
solidation of  those  two  other  items  of  indebtedness. 

Q.  If  you  were  ready  to  have  the  New  York  Life  pay  the 
moneys,  why  didn't  you  pay  them  directly?  A.  In  1902  we 
could  have  paid  them  directly,  that  is  as  I  said  before  in  adher- 
ence to  my  wish  that  the  bureau  should  not  be  too  expensive. 

Q.  Why  couldn't  you  in  1901  ?  A.  Well,  of  course  we  could 
have  done  so  in  that  sense  in  1901. 

Q.  The  fact  that  you  did  not  have  it  appear  did  not  change 
the  fact  that  you  spent  the  money?  A.  No,  I  did  not  spend  the 
money. 

Q.  You  had  J.  P.  Morgan  &  Company  advance  it?    A.  Yes. 

Q.  On  your  obligation  to  hold  them  harmless?  A.  There  was- 
not  any  obligation  of  mine. 

Q.  Of  the  New  York  Life,  I  mean.  "A.  The  New  York  Life 
would  have  been  bound  to  pay  it,  but  there  was  no  obligation. 
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Q.  Then  if  you  were  under  an  obligation  to  see  J.  P.  Morgan 
out  of  it  without  loss,  why  shouldn't  you  pay  the  money  directly 
instead  of  having  them  advance  it?  A.  Well,  as  I  said  before, 
the  reason  for  that  is  just  exactly  as  I  have  stated  that  I  pre- 
ferred to  keep  Mr.  Hamilton  within  control  on  his  expenditures. 

Q.  How  did  it  keep  Mr.  Hamilton  within  control  to  have  Mr. 
Morgan  advance  the  money?  A.  Because  the  next  year  he  did 
not  get  but  $50,000. 

Q.  You  think  that  is  an  answer?  A.  I  think  I  mean  it  for  an 
answer. 

Q.  As  a  matter  of  fact  all  you  wanted  was  that  these  additional 
payments  to  Mr.  Hamilton  should  not  appear  in  the  legal  ex- 
penses for  1901?  A.  No,  I  did  not  have  that  thought  in  my  mind 
at  all. 

Q.  If  you  did  not  have  that  thought  in  your  mind  why  didn't 
you  pay  the  money  directly?  A.  Well,  because  as  I  said  before 
regarding  that,  this  money  could  have  been  paid  directly  but  I 
wanted  Judge  Hamilton  to  understand  that  the  expenditures  oh 
that  1901  must  not  go  beyond  $100,000.  It  went  to  $97,000 
that  year. 

Q.  Well,  have  you  said  all  you  can  on  that  point?  A.  I  have 
said  all  I  can. 

Q.  Now,  how  did  Mr.  Hamilton  become  able  to  discount  a  note 
of  $30,00'0  with  the  Central  National  Eank?  A.  I  am  a  trustee 
in  the  Central  National  Bank  and  I  do  not  find  I  am  on  these  en- 
dorsements but  I  know  I  spoke  to  the  officers  that  up  to  a  cer- 
tain amount  of  money  that  he  was  good  for  it. 

Q.  Did  you  understand  he  was  getting  that  money  from  the 
New  York  Life?    A.  Did  I  at  the  time. 

Q.  Yes.  A.  As  I  said  I  do  not  recall  anything  from  this  par- 
ticular thing;  I  may  or  may  not  have  been  there;  he  may  have 
gone  on  the  strength — I  think  he  was  a  depositor  there  after- 
wards. There  was  nothing  ever  said  by  me  in  connection  with 
any  particular  transaction. 

Q.  You  knew  he  was  getting  discounts  at  the  Central  National 
Bank  on  the  strength  of  your  support?  A.  If  I  knew,  it  was  in 
a  general  way,  not  in  any  special  way. 

Q.  You  were  perfectly  well  aware  he  could  not  discount  in 
his  own  name  paper  for  $30,000  without  some  word  from  you 
or  some  other  substantial  man?     A.  I  don't  know  about  that. 

Q.  As  a  matter  of  fact  you  did  speak  to  them?  A.  I  Certsinly 
did. 
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Q.  What  limit  did  you  give  of  the  amoimt  they  could  discount? 
A.  I  said  he  was  good  for  $50,000. 

Q.  Now,  when  you  did  that  did  you  understand  he  was  going 
to  discount  paper  within  that  time  for  $50,000  to  get  mipney  to 
spend  for  the  New  York  Life?    A.  ISTo,  I  did  not. 

Q.  Prior  to  this  conversation  in  1901  did  you  know  that  he  had 
discounted  paper  to  get  money  to  spend  for  the  New  York  Life? 
A.  No,  I  said  in  a  general  way  he  talked  to  me  half  a  dozen  times 
about  the  fact  that  he  had  made  obligations  which  he  believed 
the  New  York  Life  ought  to  pay  him. 

Q.  Didn't  you  tell  him  you  did  not  want  him  to  spend  certain 
money  for  the  New  York  Life ;  that  it  was  amply  able  to  make  its 
own  disbursements  ?     A.   No,  I  didn't  say  so. 

Q.  Did  you  ask  him  to  give  you  a  statement  of  such  amounts 
as  he  had  expended  ?     A.  No. 

Q.  Does  yooir  statement  as  to  the  $30,000  note  apply  equally 
to  the  $10,000  of  October  6,  1896  ?     A.  I  will  look  at  each  one; 
but  I  am  sure  it  does.     I  take  it  the  same  general  lines. 
,Q.  They  are  not  all  the  same.     I  just  asked  you  about  these 
that  are  in  the  same  order,  made  by  Hamilton  ?     A.   Yes. 

Q.  You  have  no  more  definite  a  statement  to  make  about  them  ? 
A.  No. 

Q.  You  did  not  know  that  any  of  these  notes  of  Hamilton  and 
discounted  with  the  Central  National  Bank  had  been  discoimted 
or  the  proceeds  used  for  the  benefit  of  the  New  York  Life  prior 
to  December,  1901  ?     A.  I  had  no  specific  knowledge. 

Q.  Now,  on  November  13,  1901,  there  appears  to  be  a  note 
made  for  $1,000  by  Edward  E.  McCall  to  your  order  and  en- 
dorsed by  you  —  what  was  that  for?  A.  Edward  E.  McCall 
made  his  note  and  I  endorsed  it,  or  several  notes  there  —  I  think 
aggregating  about  $10,000. 

Q.  Here  are  two  with  the  Central  Bank,  one  for  $1,000  and 
the  other  $3,000,  made  by  Edward  E.  McCall  to  your  order  and 
endorsed  by  you.  Now,  were  those  discounted  by  you  with  the 
Central  National  Bank  ?  A.  No ;  I  think  just  my  name  appear- 
ing on  the  back  of  them. 

.Q.  Who  got  the  money  on  those  notes  ?     A.  Andrew  Hamilton. 

Q.  What  did  he  get  it  for  ?  A.  Same  general  purposes,  I  sup- 
pose. 

Q.  What  general  purposes  ?  A.  For  general  purposes  of  hia 
legislation  and  taxation,  biireau  expenses  of  it. 
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Q.  Whj  should  you  have  money  supplied  to  him  for  the  pur- 
poses of  the  New  York  Life  Insurance  Company  on  your  notes 
or  your  endorsements  ?     A.  They  were  on  my  endorsements. 

Q.  Why  should  you  do  it  that  way?  A.  Made  so  purposely. 
Eor  example,  I  had  said  to  Mr.  Edward  McCall  on  more  than  one 
occasion  that  if  Judge  Hamilton  came  to  him  in  relation  to 
moneys  that  I  would  stand  behind  and  guarantee  anything  up  to 
$10,000. 

Q.  Why  should  it  have  been  done  that  way.  You  were  making 
payments  up  to  many,  many  thousands  of  dollars  directly  from 
your  treasurer  to  Andrew  Hamilton.  Why  should  you  make  an 
exception  of  these  $4,000  in  ISTovember  —  October  and  Novem- 
ber, 1901  ?     A.  There  was  no  reason  why  it  should  be  done. 

Q.  You  are  not  fond  of  putting  your  individual  endorsement 
on  notes,  are  you  ?     A.  No,  I  do  not  generally. 

Q.  Do  you  know  of  any  reason  why  you  should  have  done  it  to 
supply  Hamilton  with  money  for  corporate  purposes  ?  A.  No,  I 
did  not  know  at  the  time  just  exactly  what  it  was. 

Q.  You  did  not  know  it  was  for  corporate  purposes  at  the  timtS'? 
A.  I  did  not  at  that  time. 

Q.  You  did  not  know  but  what  Hamilton  wanted  to  use  the 
money  for  his  own  purposes  ?     A.  I  did  not  know. 

Q.  Now,  did  you  also  say  a  good  word  to  the  New  York  Se- 
curity &  Trust  Company  ?     A.  I  undoubtedly  did. 

Q.  Here  is  a  note  of  $10,000  of  October  14,  1901,  made  to  the 
order  of  Daniel  E.  Lynch  for  Andrew  Hamilton,  Exhibit  486; 
was  that  discounted  by  the  New  York  Security  &  Trust  Com- 
pany on  your  own  recommendation  ?  A.  Well,  I  cannot  state 
specifically,  but  I  think  it  was  possibly. 

Q.  And  for  what  purpose  was  discounted?  A.  Eor  the  same 
purpose  as  the  other. 

Q.  That  is  you  did  not  know  it  was  for  a  corporate  purpose? 
A.  Well,  I  don't  know  about  that  note  even.  I  take  it  for  granted 
that  I  did  say  something  to  them  about  it.     My  name  is  not  on  it. 

Q.  Here  is  one  that  your  name  is  on,  December  16,  1901,  of 
$6,000  ?     A.  That  is  the  one  I  referred  to  a  moment  ago. 

Q.  Edward  E.  McCall  made  a  note  to  John  A.  McCall's  order, 
and  endorsed  by  you.  Exhibit  485,  six  months  note;  what  is  that 
for  ?     A.  "Same  purposes  as  the  other  two ;  that  makes  the  $10,000. 

Q.  That  is,  the  $4,000  with  the  Central  Bank  and  $6,000  with 
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the  E^ew  York  Security  &  Trust  Company  made  a  round  $10^000  , 
on  your  endorsement?     A.  Yes. 

Q.  Does  that  fact  call  the  matter  to  your  attention?  A.  It 
does  not  at  all. 

Q.  Why  should  not  he  have  the  whole  $10,000  from  the  Cen- 
tral Bank  ?     A.  I  don't  know. 

Q.  Was  it  because  his  line  was  already  full  ?     A.  Possibly. 

Q.  With  that  bank  ?     A.  Possibly. 

Q.  Can  you  explain  why  Mr.  Edward  E.  McCall  should  sign 
these  notes  Exhibit  485,  484  and  483  ?     A.  I  don't  know. 

Q.  Now,  it  appears  that  J.  P.  Morgan  &  Company  up  to  De- 
cember 31st,  1901,  lent  $56,720.55  as  explained  by  Mr.  Perkins 
to  take  up  these  notes.  I  notice  that  one  of  these  notes  for  $6,000, 
Exhibit  485,  made  to  your  order  and  endorsed  by  you  is  dated 
December  16,  1901,  and  is  a  six  months  note.  Was  that  taken  up 
by  this  advance  of  J.  P.  Morgan  &  Company  before  December  31  ? 
A.  It  is  a  similar  amount ;  I  think  it  is  the  same  thing. 

Q.  The  trouble  is  that  the  aggregate  of  these  notes  as  produced 
by  Mr.  Perkins  is  very  largely  in  excess  of  the  $56,000  that  J.  P. 
Morgan  paid  after  deducting  the  endorsement  of  payment  on  one 
of  them.     A.  That  is  $12,000. 

Q.  Yes;  in  other  words,  deducting  the  $12,000  endorsed  as 
paid  on  one  of  them,  there  is  a  balance  of  about  $76,000  of  the 
principal  of  those  notes.  Did  J.  P.  Morgan  &  Company  take  up 
all  those  notes?  They  apparently  have  got  them,  for  Mr.  Per- 
kins on  their  behalf  has  produced  them  ?  A.  Well,  that  I  don't 
know. 

Q.  How  was  this  figure  of  $56,720,55  arrived  at?  A.  That  I 
don't  know. 

Q.  Did  you  get  any  memorandum  from  Mr.  Hamilton  as  to 
that?     A.  ISTo,  I  did  not. 

Q.  Was  this  done  in  anticipation  of  being  able  to  liquidate  these 
payments  out  of  the  profits  on  the  Steel  syndicate  ?  A.  That  was 
talked  about,  Mr.  Hughes. 

Q.  What  was  the  reason  for  liquidating  them  in  that  way  ?  A. 
It  was  talked  about  as  to  why  it  should  be  done  in  that  way  and 
|how  it  could  be  done  in  that  year.  As  a  matter  of  fact,  the 
amalgamation  of  the  notes  that  the  New  York  Security  &  Trust 
came  from  a  desire  on  my  part  not  to  be  bothered  by  coming  to  me 
in  regard  to  his  notes  and  discounts  and  I  said  to  Mr.  Perkins  that 
we  better  take  the  Hamilton  matter  up  and  get  it  settled  in  some 
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way  so  that  it  would  not  cause  any  further  annoyance  that  he 
thought  he  was  entitled  to  this  money  and  we  should  do  something 
about  it.  Well,  we  discussed  exactly  just  what  the  situation  was, 
and  finally  I  think  he  said  to  me,  "  This  Steel  arrangement  which 
we  have  with  the  ITew  York  Security  &  Trust  may  enable  us  to 
take  up  the  Hamilton  notes  out  of  the  profits ;  but  let  us  run  along 
until  we  see  how  it  comes  out,  and  if  not,  we  can  settle  it  in  the 
usual  way." 

Q.  Was  there  any  advantage  in  taking  care  of  it  out  of  the 
profits  except  to  have  the  payments  kept  out  of  your  legal  expense 
account?  A.  Well,  I  must  say  that  did  not  occur  to  me;  it  was 
the  mere  question  of  getting  it  settled  and  getting  it  out  of  the  way. 

Q.  It  had  that  result?     A.  Please  let  me  say  this 

Q.  It  had  that  result  ?     A.  Of  course  it  is  on  our  books. 

Q.  What  is  on  your  books  ?     A.  Payments  to  Judge  Hamilton. 

Q.  Of  $59,310.T9?  A.  Certainly;  it  is  on  the  blotter  of  the 
company. 

Q.  Yes,  I  know  it  is  on  the  blotter  in  the  form  of  an  explana- 
tion. You  know  perfectly  well  that  that  disbursement  is  not 
debited  to  any  account  of  your  company  ?  A.  I  know  it  perfectly, 
yes. 

Q.  Now  then,  the  fact  that  it  was  not  debited  to  any  account 
of  the  company  kept  it  out  of  your  list  of  disbursements  as  re- 
ported to  the  New  York  Insurance  Department?  A.  No,  no;  it 
kept  it  out  of  that  account  because  it  occurred  in  this  Hanover 
Bank  office,  and  the  bookkeeper  from  the  home  office  took  the 
net  result  of  the  profit  of  that  account  and  put  it  in  profits  and 
loss,  where  they  might  have  taken  the  gross  amount  and  charged 
the  other. 

Q.  Yes;  and  by  taking  the  net  profit  of  twenty-seven  thousand 
dollars  in  that  particular  instance,  and  not  taking  the  gross  profit, 
and  debiting  the  fifty-nine  thousand  dollars  as  paid  to  Andrew 
Hamilton,  the  result  was  that  in  your  books  at  your  main  office, 
from  which  your  statement  to  the  Insurance  Department  was 
made  up,  it  did  not  appear  that  you  had  disbursed  to  Hamilton 
fifty-nine  thousand  dollars?  A.  That  is  the  fact,  but  it  was  the 
fault,  if  you  will,  of  the  bookkeeper  who  could  have  taken  both 
the  accoimts  and  piiblished  them  exactly  as  they  were  at  the  home 
office. 

Q.  But  the  difficulty  with  that  is-  that  fifty-nine  thousand  dollars 
was  deducted  out  of  the  amount  earlier,  so  that  all  that  actually 
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came  to  the  ISTew  York  Life  is  twenty-seven  thousand  dollars  ?  A. 
He  could  have  made  the  entry  for  the  twenty-seven  thousand  dol- 
lars plus  the  fifty-nine  to  Hamilton,  and  charged  the  Hamilton 
payment  off. 

Q.  Why  didn't  he  do  it?  A.  I  don't  know  why  he  didn't  do  it,  I 
know  he  had  no  instructions  in  the  matter. 

Q.  And  the  fact  that  nioiity  came  in  in  this  way,  the  halanee 
and  the  payment  went  through  Morgan's  ofSce,  made  that  pos- 
sible ?  A.  Yes,  he  took  his  entry  from  the  blotter  of  the  book  in 
that  amount. 

Q.  In  other  words,  if  you  had  got  all  your  profits  from  Morgan 
or  from  the  Security  &  Trvist  Company,  and  had  what  you  had 
paid  to  Hamilton,  your  books  would  have  had  to  show  that  dis- 
bursement for  the  year?     A.  That  is  right. 

Q.  Now,  it  appears  that  there  is  a  hiatus  here,  between  189Y 
and  1901;  in  other  words,  there  are  a  series  of  notes.  Exhibits  478, 
479,  480,  481,  and  482,  in  1897,  and  there  are  -g-o  notes  down  to 
October,  1901;  how  do  you  explain  that?  A.  I  don't  know  any- 
thing aboitt  it. 

Q.  AVith  the  exception  of  the  ten  thousand  dollars  paid  upon 
the  note  which  bore  your  endorsement  and  the  ten  thousand  dol- 
lars paid  upon  the  note  which  bore  Mr.  Lynch's  endorsement,  the 
entire  amount  of  these  notes  was  a  long-standing  obligation  of  Mr. 
Hamilton's?     A.  Apparently,  commencing  from  1896. 

Q.  All  in  1896  and  1897  ?  A.  Yes.  J  think  1896  was  the  first 
year. 

Q.  Does  that  recall  to  your  mind  whether  during  this  period 
from  1897  to  1901  it  had  been  brotight  to  the  New  York  Life 
Insurance  Company  in  any  .definite  way  that  they  owed  Mr.  Ham- 
ilton this  amount  of  money?  A.  No,  except  in  the  way  that  I 
have  stated. 

Q.  When  you  gave  us  the  statement  the  other  day  of  the 
amotmts  which  have  been  paid  to  Andrew  Hamilton  by  the  New 
York  Life  Insurance  Company  did  you  include  this  amount  of 
fifty-nine  thousand  three  hundred  and  ten  dollars,  or  the  amount 
of  $56,720.55?  A.  It  was  not  included  because  the  statement 
■was  made  from  the  home  office  bo.oks  uptown. 

Q.  When  you  made  up  the  statement  of  the  total  amounts  paid 
to  Mr.  Hamilton,  were  you  not  aware  that  in  addition  to  those 
there  had  been  paid  by  deduction  from  the  profits  of  the  New 
York  Life  this  amount  of  $56,720  with  interest?  A.  It  was  not 
in  my  mind  at  all. 
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Q.  When  did  it    first  come  to  you?    A.  Since  this  testimony. 

Q.  You  had  totally  forgotten  that  fifty-nine  thousand  dollars? 
A.  ITot  at  all.  As  a  matter  of  fact  I  did  not  know  whether  it  was 
a  payment  I  gave  to  you  or  not,  but  I  now  know  it  was  not. 

Q.  And  that  shows  how  going  to  your  main  office  books  and 
endeavoring  to  get  at  a  statement  of  your  expenses  one  would  not 
strike  this  payment  of  fifty-seven  thousand  dollars  in  checking  up 
Hamilton's  notes?    A.  No,  they  would  not. 

Q.  Now,  when  you  verified  the  statements  to  the  New  York 
Insurance  Department  at  the  end  of  1902,  as  I  assume  you 
did A.  Yes. 

Q.  You  did  not  include  this  amount  paid  to  Mr.  Hamilton  of 
$59,310,  or  the  amount  of  the  principal,  $56,720.55,  in  your 
statement  of  disbursements?  A.  Well,  I  should  not  like  to 
answer  that  question  without 

Q.  No;  that  is  a  question  that  calls  for  a  well  considered 
answer.  A.  I  should  not  like  to  answer  without  reviewing  the 
books. 

Q.  You  are  aware  that  in  your  statement  to  the  Insurance 
Department  annually  you  include  the  amount  of  your  legal  ex- 
penses?   A.  Yes,  sir. 

Q.  You  purport  to  set  forth  all  of  your  disbursements?  A. 
Yes. 

Q.  And  I  want  to  know  whether,  in  any  statement  that  you 
Iiave  ever  given  to  the  Nev/  York  Insurance  Department  any  part 
of  these  moneys  of  $56,720.55,  deducted  from  your  profits  with 
the  New  York  Security  &  Trust  Company,  and  thereby  in  effect 
paid  by  the  New  York  Life  Insurance  Company  has  been  in- 
cluded ?    A.  That  I  cannot  say. 

Q.  You  can  ascertain?     A.  I  think  so. 

Q.  You  know  for  a  fact  that  your  statements  are  made  up  from 
your  main  office  books?    A.  Yes. 

Q.  And  you  know  it  would  be  very  extraordinary  if  a  matter 
that  did  not  appear  on  your  main  office  books  was  included? 
A.  I  would  know  this,  that  the  main  office  books  are  always  taken 
in  connection  with  the  statement  from  the  Hanover  Bank  office 
books. 

Q.  Don't  you  know  that  the  statement  taken  from  the  In- 
surance Department  agrees  with  the  balance  on  your  ledger  ?  A. 
Yes. 

Q.  Don't  you  know  that  that  is  the  way  to  prove  the  statement 
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to  the  Insurance  Department,  that  it  does  agree  with  your  bal- 
ance ?    A.  That  is  the  way  it  is  proved. 

Q.  But  you  know  in  your  balance  in  the  home  office  this  item 
of  $56,720.55  paid  to  Andrew  Hamilton,  to  take  up  these  notes, 
does  not  appear  ?    A.  I  would  not  like  to  say  that. 

Q.  Oh,  it  would  not  appear  if  it  was  not  in  the  ledger  account  ? 
A.  I  cannot  tell  what  might  be  in  the  home  office  on  that  day. 

Q.  It  is  not  proper  that  you  should  neglect  to  answer  if  you  are 
clear  as  to  the  fact  ?    A.  I  am  not. 

Q.  It  seem  to  me  to  follow  as  a  necessary  conclusion  from 
the  premise  that  the  items  of  these  payments  to  Andrew  Hamilton 
through  J.  P.  Morgan  &  Company  deducted  from  your  profits 
were  not  charged  to  any  account  upon  your  ledgers.  A.  That  I 
don't  know. 

Q.  You  know  they  were  not  charged?  A.  I  know  they  were 
not  charged  on  the  home  office;  they  were  on  the  books  of  the 
company. 

Q.  There  was  this  memorandum,  we  understand  about  that, 
but  it  was  a  thing  you  could  not  post  to  any  ledger  account?  A. 
Yes,  we  could  have. 

Q.  Because  you  have  not  got  any  item  of  debit  or  credit  stated 
in  the  blotter.    A.  I  do  not  do  that. 

Q.  I  thought  you  explained  it  was  not  done,  but  a  bookkeeper 
may  have  done  it  if  he  thought  of  it?  A.  That  is  exactly  my 
position  now,  I  did  not  do  it. 

Q.  Who  is  responsible  for  the  bookkeeping  of  the  matter?  A. 
It  would  be  Mr.  Franklin,  Mr.  White — ^those  two  names  occur  to 
me  here  right  away. 

Q.  I  notice  a  letter  from  Mr.  Perkins,  or  at  least  purporting  to 
be,  bearing  his  signature.  Exhibit  No.  489,  with  regard  to  the  way 
the  expenses  should  be  divided  up  for  1899,  and  it  is  stated  here, 
first,  amounts  paid  in  connection  with  Judge  Hamilton  and  his 
work  under  this  heading;  put  the  total  of  the  items  I  have  checked 
with  a  pencil  on  the  right  hand  side  of  each  page;  and  in  pencil 
I  find  here,  apparently  made  by  Mr.  White,  $112,705.50.  Do  you 
know  whether  that  was  the  amount  of  Judge  Hamilton's  work  in 
1899?    A.  No^  I  have  never  seen  that  before. 

Q.  Do  you  recognize  the  handwriting  of  that  signature?  A. 
That  is  not  Mr.  Perkins'. 

Q.  That  is  not  Mr.  Perkins';  he  has  said  that;  but  do  you  know 
whose  it  is?    A.  I^o,  I  do  not.    Isit"M.  K"? 
93 


2946  Legislative  Insurance  Investigation. 


Q.  It  looks  like  that.  A.  If  it  is,  that  is  Mr.  Perkins'  sten- 
ogTapher. 

Q.  If  it  is  the  initial  following  the  signature  of  Mr.  Perkins  is 
M.  K.,  it  wonld  refer  to  his  stenographer?  A.  His  stenogra^iher, 
yes. 

Q.  Did  you  ever  pay  any  money  to  Senator  Piatt  as  a  contribu- 
tion for  State  campaign  expenses?  A.  I  never  gave  Senator  Platfc 
one  dollar  in  my  life. 

Q.  When  I  say  you,  I  mean,  of  course,  did  the  New  York  Life 
InsTirance  Company?    A.  IsTever  in  my  life. 

Q.  "Who  is  Alfred  S.  Trude ?    A.  He  is  a  Chicago  lawyer. 

Q.  In  wTiat  capacity  has  he  been  employed,  or. for  what  pur- 
pose? A.  I  think  in  a  general  way.  That  is  all.  I  only  know  of 
him  by  name.    That  is  all. 

Q.  "Who  is  W.  J.  Holden?    A.  That  is  the  Boston  man. 

Q.  That  is  the  man  who  attended  to  legislative  matters  in  Bos- 
ton?    A.  Yes. 

Q.  I  asked  whether  you  had  given  anything  to  Senator  Piatt, 
because  your  name  was  mentioned  in  his  testimony.  Has  the  New 
York  Life  made  any  contributions  for  State  political  purposes? 
A.  I  never  knew  of  it  making  any  such  ctotrib^itions.  I  never 
made  one.     I  never  authorized  one  to  be  made. 

Q.  Did  you  know  of  the  taking  by  Mr.  Perkins  for  the  benefit 
of  Xylic,  of  the  profits  upon  the  transaction  in  Mexican  Central 
bonds  in  1904?  A.  Yes,  I  knew  of  it,  either — I  am  not  certain 
as  to  before  or  after. 

Q.  How  did  it  come  to  your  attention?  A.  He  spoke  to  me 
about  it  himself. 

Q.  I  see  in  the  memorandum  attached  to  the  papers  we  hava 
that  the  check  was  delivered  to  Mr.  Perkins,  the  check  for  $40,- 
19-3.60,  represented  these  profits,  as  directed  by  the  president- — 
did  you  direct  that  ?  A.  He  came  over  and  talked  with  Mr.  Ran- 
dolph, after  my  talk  with  Mr.  Perkins.  I  told  Mr.  Randolph  at 
the  time  Mr.  Perkins  had  told  me  he  had  made  this  an-angement 
for  JSTylic.  Then  Mr.  Randolph  said  it  would  be  all  right  for  Mr. 
Perkins  to  get  the  check.     I  said  yes. 

Q.  How  did  you  justify  paying  profits  to  Mr.  Perkins  for  the 
use  of  ISTylic  upon  a  transaction  where  the  New  York  Life  Insur- 
ance Company  put  up  all  the  money  ?  A.  I  had  no  specific  knowl- 
edge of  the  transaction,  except  as  told  by  Mr.  Perkins  to  me,  that 
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he  had  made  a  very  good  deal  for  Nylic,  and  I  think  he  described 
the  amount  he  hft4  made. 

Q.  Do  you  understiand  that  it  is  proper  foi-  the  New  York 
Life  Insurance  Company  to  go  into  risks  and  advance  money  for 
the  benefit  of  Nylic  ?  A.  No,  I  do  not  think  the  company  should 
take  risks  for  the  benefit  of  Nylic. 

Q.  Or  anybody  else  ?     A.  Wo. 

Q.  Did  you  ever  see  the  papers  in  that  transaction,  or  did  you 
ever  know  that  the  transactions  with  Kidder,  Peabody  &  Com- 
pany was  in  the  name  of  the  New  York  Life  Insurance  Company  ? 
A.  No,  I  had  no  knowledge  of  it. 

Q.  How  does  it  happen  that  such  a  matter  could  go  through  on 
Mr.  Perldns'  statement  without  action  by  the  Finance  Committee  ? 
A.  Only  from  the  way  he  regarded  that  it  was  entirely  for  Nylic. 

Q.  Mention  was  made  by  Mr.  Perkins  of  Avhat  had  been  done  to 
secure  Mr.  Hamilton's  return.  Have  you  heard  from  Mr.  Ham- 
ilton ?  A.  I  have  not,  but  I  should  like  very  much  to  put  on  the 
record  what  I  did  about  securing  his  return. 

ME.  HUGHES:  Certainly.  I  offer  the  first  letter  dated  No- 
vember 15th,  in  evidence. 

(Letter  marked  Exhibit  No.  501,  and  read  in  evidence  by  Mr. 
Hughes.) 

MR.  HUGHES:  I  also  offer  copy  of  the  enclosed  letter  to  Mr. 
Hamilton: 

(Marked  Exhibit  No.  502,  and  read  in  evidence  by  Mr.  Hughes.) 

Q.  Have  you  heard  from  Mr.  Ingersoll?  A.  I  have  not;  I 
expect  a  cablegram  this  week. 

Q.  You  have  no  knowledge  whether  those  letters  have  been 
delivered  as  yet  ?     A.  I  have  no  knowledge. 

Q.  It  has  been  brought  out  here  that  the  New  York  Life  has 
from  time  to  time  made  payments  to  John  A.  Nichols  of  $1,000. 
What  were  they  for  ?  A.  I  think  they  were  commenced  before 
[  went  to  the  New  York  Life,  and  they  were  a  general  retainer. 
[  don't  know  why  they  were  paid  him  in  the  beginning,  but  I  knew 
Mr.  Nichols  to  be  a  lawyer  here  of  standing  in  New  York,  and  in 
talking  over  with  Mr.  Vice-President  Welsh  about  the  matter  one 
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day  I  said  I  did  not  believe  we  should  make  a  further  payment, 
and  we  never  did,  Mr.  Hughes. 

Q.  Did  you  understand  it  to  be  in  connection  with  Mr.  Man- 
ning ?     A.  So  far  as  the  New  York  Life  is  concerned,  yes,  I  did. 

Q.  Did  you  understand  it  was  a  payment  made  to  Mr.  Nichols 
to  enable  him  to  pay  Mr.  Manning  ?     A.  Yes,  I  did. 

Q.  How  much  did  you  understand  ]\Ir.  Nichols  was  to  pay  iMr. 
Manning?  A.  He  was  to  pay  him  one-half  of  the  amount  that 
he  got. 

Q.  And  for  what  service  was  Mr.  Nichols  to  get  the  other  half  ? 
A.  He  was  a  lawyer,  and  he  was  retained  for  that  purpose. 

Q.  To  take  care  of  Mr.  Manning?  A.  Yes;  I  did  not  retain 
him. 

Q.  It  was  in  effect  that  he  Avas  to  get  five  hundred  dollars,  and 
to  give  Mr.  Manning  five  hundred  dollars  ?     A.  Practically. 

Q.  And  that  continued  and  you  got  tired  of  it?  A.  It  con- 
tinued until  I  believed  it  should  not  continue  any  longer. 

Q.  And  what  did  you  believe  Mr.  Manning  was  paid  for  ?  A. 
]\Ir.  Manning  was  a  man  who  was  very  busy  and  active  at  Albany, 
and  who  had  a  very  excellent  standing  among  insurance  men. 
He  was  a  man  who  had  a  tangent  and  ideas  about  certain  things 
and  could  cause  a  good  deal  of  disturbance  by  preaching,  for  ex- 
ample, against  tontine  policies  and  the  investment  was  supposed 
to  be  one  that  was  well  made.  I  always  regarded  Mr.  Manning 
as  a  perfectly  honest  man  myself. 

Q.  Had  you  ever  seen  his  book,  his  report  of  an  investigation — 
a  legislative  investigation  with  other  material  of  interest  ? 
A.  That  was  an  ^established  document,  Mr.  Hughes,  that  report. 
There  is  not  any  more  mystery  about  it  than  there  is  about  the 
daylight. 

Q.  Were  there  things  in  Mr.  Manning's  book  that  were  -not 
in  the  Assembly  document?    A.  I  never  knew  it. 

Q.  That  had  no  connection  with  your  payments?  A.  Not  at 
all. 

Q.  Did  you  ever  take  any  steps  to  buy  up  any  copies  of  that 
work?     A.  Never  thought  of  such  a  thing. 

Q.  Did  you  know  of  the  interest  which  the  New  York  Life 
Insurance  Co.  acquired  in  the  subscription  of  the  New  York 
Security  &  Trust  Company  to  the  United  States  Steel  Corporation 
syndicate?    A.  I  knew  of  it  through  Mr.  Perkins. 
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Q.  Was  that  matter  brought  before  the  Finance  Committee  ? 
A.  N'ot  to  my  knowledge.  \ 

Q.  Was  there  any  informal  discussion  of  it  with  the  Finance 
Committee  ?    A.  Not  when  I  was  present. 

Q.  The  matter  was  wholly  in  Mr.  Perkins'  hands  ?  A.I  think 
he  made  every  arrangement  in  connection  with  it,  Mr.  Hughes. 

Q.  Did  he  make  it  with  your  knowledge  ?  A.  I  won't  say  ex- 
actly that  I  knew  before  they  were  made,  he  talked  with  mo 
about  it,  just  before  or  afterwards,  I  don't  know. 

Q.  Why  did  you  not  take  a  participation  in  the  name  of  the 
ISTew  York  Life  directly  ?    A.  Because  it  was  for  stock. 

Q.  Was  it  any  worse  to  take  the  profits  of  a  stock  transaction 
in  the  name  of  the  Security  &  Trust  Company  than  to  take  them 
in  the  name  of  the  Xew  York  Life  Insurance  Company  ?  A.  We 
were  not  prohibited  from  taking  the  profits.  We  were  from  tak- 
ing the  stock. 

Q.  The  underwriting  was  an  underwriting  of  stock.  A.  Yes, 
and  we  did  not  subscribe. 

Q.  You  did  not  subscribe,  you  merely  took  75  per  cent,  of  the 
profits  of  the  subscription  ?    A.  That  is  all,  sir. 

Q.  And  paid  the  Xew  York  Security  &  Trust  Company  25  per 
cent,  of  the  profits  in  consideration  of  some  guarantee  which  it 
gave,  is  that  your  understanding  ?  A.  They  took  the  risk  in 
the  event  of  loss. 

Q.  And  you  agreed  to  give  them  25  per  cent,  of  the  profits  to 
insure  the  risk  ?  A.  They  wanted  fifty  per  cent,  and  Mr.  Perkins 
would  not  give  them  50  per  cent.,  but  gave  them  twenty-five  per 
cent. 

Q.  Where  did  they  get  the  money  to  make  the  investment  i 
A.  I  don't  know  of  my  own  knowledge,  probably  from  the  Xew 
York  Life. 

Q.  Did  not  they  make  good  the  calls  on  the  whole  three  million 
dollars  from  the  money  deposited  by  the  Xew  York  Life  with 
them  ?    A.  I  don't  know,  but  I  presume  they  did. 

Q.  Did  you  have  an  interest  in  that  syndicate?    A.  Yes. 

Q.  In  that  three  million  dollars  ?  A.  Xo,  sir,  not  at  all.  Mine 
was  entirely  separate  and  apart. 

Q.  What  was  your  interest?  A.  I  subscribed  for  $250,000 
and  paid  $62,500. 

Q.  Then  you  paid  for  yours  individually?     A.  Yes,  sir. 

Q.  Had  any  of  the  officers  of  the  Xew  York  Life  an  interest 
in  the  three  million  dollars  ?    A.  Xever  that  I  heard  of. 
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Q.  Except  of  course  fifty  thousand  dollars  which  Mr.  Perkins 
took  for  a  friend,  and  the  twenty-five  thousand  dollars  for  Mr. 
Paine?    A.  Yes. 

Q.  Was  there  anybody  else  ?     A.  No,  I  never  heard  of  it. 

Q.  What  was  your  idea  about  it?  A.  I  never  had  any  idea. 
I  simply  thought  it  was  a  transaction  between  Mr.  Perkins  and 
the  New  York  Security  &  Trust  Company.  I  know  I  did  not 
have  any  of  it,  and  I  was  very  sure  that  no  one  else  did. 

Q.  Are  you  insured  in  the  New  York  Life  ?    A.  I  am,  sir. 

Q.  Do  you  get  commissions  upon  that  insurance?  A.  I  don't 
recall  whether  I  ever  got  a  commission.  I  am  very  sure  I  never 
did. 

Q.  Are  you  insured  in  any  other  company?  A.  I  am  insured 
in  abotit  twelve  companies,  I  think. 

Q.  Have  you  received  at  any  time  any  commission  upon  any 
of  your  insurance?    A.  I  do  not  recall  any  such  transaction. 

Q.  Are  you  positive  that  it  has  never  taken  place?  A.  Yes, 
1  am  almost  positive. 

Q.  Well,  apparently,  it  is  not  a  universal  practice,  with  such 
a  notable  exception  as  yourself?  A.  I  think  it  is  a  general  prac- 
tice to  give  commissions. 

Q.  Exit  a  practice  which  you  have  not  favored?  A.  I  did  not 
give  it  a  thought;  when  I  went  into  the  New  York  Life,  for  ex- 
ample, to  illustrate  my  idea,  I  took  $25,000  insurance.  I  think 
I  wrote  out  my  own  application,  and  paid  the  full  premium  with- 
out the  intervention  of  an  agent. 

Q.  In  1892?    A.  Yes. 

Q.  Have  you  taken  policies  in  recent  years?  A.  Yes,  I  think 
T  hold  altogether  $350,000  life  insurance  in  the  New  York  Life. 

Q.  And  you  pay  the  full  premium?  A.  And  I  pay  the  full 
premium  every  time. 

Q.  Do  you  write  those  policies  through  agents  or  directly?  A. 
1'hrough  agents. 

Q.  And  they  get  the  commissions?  A.  And  they  get  the  com- 
missions. 

Q.  And  give  you  no  part  of  it?  A.  Oh,  no,  I  do  not  get  any 
part  of  it. 

BY  MK.  COX: 

Q.  You  do  not  know  whether  Mr.  Hamilton  has  contributed 
to  campaign  funds  or  not?    A.  No,  I  do  not  know. 
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Q.  The  last  note  in  this  lot  of  Hamilton  notes  in  October,  1901, 
is  for  ten  thousand  dollars?    A.  Yes. 

Q.  Both  the  time  of  the  year  and  the  amount  corresponding 
to  what  was  testified  to  the  other  day.  A.  Yes.  I  don't  know 
that  he  ever  made  any  payments. 

Q.  So  far  as  you  know  that  .might  have  been  a  campaign  con- 
tribution?   A.  Possibly,  but  I  do  not  know,  Mr.  Cox. 

Q.  When  did  Mr.  Edward  E.  McCall  become  a  Supreme  Court 
Justice?    A.  In  1902.     I  think  he  was  elected  in  1902. 

THE  CHAIRMAN:   Prior  to  January,  1903? 

THE  WITNESS:   Yes,  he  was  elected  in  November,  1902. 

Q.  He  was  not  appointed  before  that?  A.  No,  he  was  not. 
He  was  our  counsel,  Mr.  Cox. 

BY  MR.  HUGHES: 

Q.  I  asked  you  when  you  were  on  the  stand  before  whether 
the  New  York  Life  contributed,  directly  or  indirectly,  to  the  ex- 
pense of  Judge  McCall's  campaign?  A.  It  never  did,  not  one 
lia'penny.    I  did  myself,  personally. 

Q.  But  none  of  these  notes  represent  anything  of  that  kind? 
A.  No.' 

Q.  What  you  have  said  includes  any  leader  of  Tammany  Hall, 
as  well  as  any  treasurer  of  a  campaign  fund?  A.  Or  any  other 
hall,  spell  it  h-a-1-1  or  h  a  u  1.  I  think  I  ought  to  make  an  explana- 
tion about  a  matter  which  I  think  is  apropos. 

Q.  I  understand  you  have  additional  information  in  regard  to 
the  contribution  of  the  campaign  fund  of  1900?    A.  I  have. 

Q.  If  you  have  will  you  please  give  it?  A.  A. judgment  in  the 
Allison  case  covering  personal  property  after  a  foreclosure  suif 
by  the  company  amounting  to  $35,000  was  directed  to  be  paid. 
This  was  in  the  ye^r  1900.  I  was  then  in  Europe.  When 
Judge  McCall  arrived  back  from  Europe  this  year,  he  said  to  me 
at  my  house  one  night,  "  I  want  to  call  your  attention  to  the 
transaction  I  had  with  Mr.  Gibbs,  your  treasurer,  in  September, 
and  I  think  October,  1900."  He  then  said  that  Mr.  Gibbs  in 
cither  of  those  months  had  asked  him  one  day  if  the  payment  of 
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the  Allison  judgment  was  imminent,  the  decision  of  the  lower 
court  described  what  should  be  omitted  from  the  property  which 
was  covered  by  the  foreclosure.  And  he  said,  "  ~No,  I  don't  be- 
lieve that  will  be  reached  for  several  months."  He  says,  "  I  have 
a  matter  entrusted  to  me  by  the  president  of  the  company  and  if  I 
should  call  upon  you  for  aid  and  assistance  are  you  ready  to  help 
me?"  and  he  said,  "  Tes,  any  time  you  want  to."  Within  the 
course  of  the  next  ten  days,  Mr.  Gibbs  asked  him  to  send  him 
down  seventy-five  hundred  dollars  in  cash,  which  he  did.  And, 
in  the  course  of,  I  think  it  is  a  week,  he  sent  him  down  the  re- 
mainder, and  that  is  the  check  (handing  paper)  making  thirty-five 
thousand  five  hundred  dollars. 

MR.  HUGHES:     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  503.) 

THE  CHAIRMAIST:  I  do  not  understand  the  connection  be- 
tween this  judgment  and  the  payment. 

ME.  HUGHES :     I  will  read  the  check  first. 

Q.  Now,  will  you  explain?  A.  Yes,  about  the  judgment.  "We 
foreclosed,  and  a  suit  was  commenced  against  us  to  take  back  cer- 
tain of  the  property  covered  by  the  foreclosure,  I  think  electric 
light  and  chairs  in  the  theatre,  and  so  forth,  and  that  was  tried, 
and  the  Court  made  a  decision,  covering  the  part  of  the  property  in 
the  building,  that  did  not  come  under  the  foreclosure,  and  they 
gave  a  judgment  against  the  company  for  that  amount,  for  thirty- 
five  thousand  five  hundred  dollars.  A  check  to  pay  that  judgment 
made  by  the  lower  court  was  given  to  Mr.  Edward  E.  McCall,  and 
then  we  determined  to  appeal  from  that  judgment,  and  it  was 
finally  carried  up  to  the  higher  courts,  and  it  was  again  decided 
against  us,  on  which  occasion  we  paid  the  judgment. 

BY  THE  CHAIRMAN: 

Q.  What  has  the  check  got  to  do  with  the  judgment?  A.  He 
had  the  moneys  in  his  hands  of  this  judgment  when  Mr.  Gibbs, 
the  treasurer,  sent  for  him. 
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BY  ME.  HUGHES: 

Q.  Ultimately  you  had  to  make  restitution?  A.  Yes,  we  had 
to  pay  the  judgment. 

Q.  So  you  had  to  pay  the  money  back?     A.  Yes. 

BY  THE  CHAIRMAN: 

Q.  So  Edward  E.  McCall  paid  it  over  to  Mr.  Bliss?  A.  ISTo,  he 
did  not  pay  it  to  Bliss,  he  paid  it  to  Mr.  Gibbs. 

Q.  This  is  a  check  to  Bliss?  A.  Yes,  but  he  gave  it  to  Gibbs. 
He  is  the  one  who,  if  you  will  recall,  had  charge  of  this  compaign 
payment. 

Q.  As  I  understand  it,  you  had  given  Edward  E.  McCall  thirty- 
five  thousand  dollars  to  pay  this  judgment?  A.  Thirty -five  thou- 
sand five  hundred  dollars. 

Q.  And  in  your  absence  he  paid  it  over  for  another  purpose? 
A.  In  my  absence,  and  at  the  request  of  Mr.  Gibbs,  he  paid  the 
money  over  to  him. 

Q.  And  you  subsequently  had  to  pay  the  money  again?  A. 
The  amount  of  the  judgment. 

BY  ME.  HUGHES: 

Q.  And  you  paid  it  to  Mr.  Gibbs  by  giving  Mr.  Gibbs  Mr. 
McCall's  check  to  Mr.  Bliss'  order?  A.  Yes,  that  is  the  reason 
you  did  not  find  it  in  the  bociks. 

Q.  How  is  this  payment  booked,  does  it  appear  you  paid  that 
judgment  yourselves  in  your  book?  A.  It  does,  in  this  way,  the 
first  payment  was  charged  up  on  the  first  payment  to  the  Eeal 
Estate  Sinking  Fund,  and  Eeal  Estate  Sinking  Fund  went  to 
profit  and  loss. 

Q.  And  then  the  second  payment  was  to  pay  the  judgment? 
A.  Yes,  to  pay  the  judgment. 

Q.  Before  you  leave  the  stand,  I  want  to  know  definitely 
whether  you  have  any  knowledge  that  any  one  of  these  notes  or 
any  part  of  the  moneys  represented  thereby  or  obtained  upon  the 
same,  was  used  in  the  business  of  the  New  York  Life  Insurance 
Company.     I  refer  to  these  notes,  Exhibits  Nos.  478  to  486,  in- 
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elusive.  A.  Only  as  the  statement  was  made  to  me  by  Judge 
Hamilton. 

Q.  Have  you  any  memorandum  or  statement  of  any  kind  show- 
ing the  purpose  for  which  any  part  of  the  moneys  represented  by 
these  notes  was  used?    A.  Only  by  his  statement,  that  is  all. 

Q.  You  have  no  memorandum?    A.  ^o,  I  have  no  writing. 

Q.  You  have  absolutely  nothing  but  these  notes?     A.  !No. 

Q.  And  you  did  not  at  the  time  the  moneys  were  advanced  by 
Morgan  &  Company,  and  they  were  reimbursed  by  taking  from 
the  New  York  Life  Company's  share  of  profits  an  equivalent 
amount  with  interest?    A.  That  is  so. 

Q.  I  should  like  to  know  Mr.  McCall,  who  have  solicited  cam- 
paign contributions  from  you  in  these  various  campaigns?  A. 
They  are  so  numerous  I  could  not  tell  you. 

Q.  They  are  so  numerous  you  could  not  tell.  Do  you  remem- 
ber any  one?    A.  That  solicited  campaign  funds? 

Q.  Yes.    A.  Yes,  I  do,  I  know  a  great  many. 

Q.  Who  are  they?  A.  "Well,  I  would  rather  not  tell  you,  Mr. 
Hughes.  I  would  rather  you  would  not  press  that.  I  will  say 
that  I  have  been  solicited  very  often,  not  by  members  of  the  Leg- 
i.-lature,  and  no  State  official. 

Q.  And  no  State  Official?  A.  No.  In  various  ways,  leaders 
(.'f  halls,  and  leaders  of  organizations. 

Q.  Representatives  of  both  parties?    A.  Absolutely. 

Q.  Who  is  the  man  that  makes  up  the  annual  statement  of  dis- 
bursements upon  which  you  verify  the  report  to  the  Superintend- 
ent?   A.  That  would  be  made  by  our  bookkeeper,  Mr.  Franklin. 

Q.  You  rely  upon  him?  A.  Oh,  absolutely.  And  of  course, 
Mr.  Hughes,  you  will  permit  me  to  say  in  that  connection,  that 
the  statement  of  that  year,  I  have  said  I  don't  know  whether  it 
includes  the  Hamilton  payment  or  not,  and  I  want  to  say,  that 
when  I  made  it  up,  I  had  no  thought  in  my  mind  about  that  mat- 
ter at  all.  In  other  words,  if  it  were  in  my  mind  about  that 
money,  it  should  have  gone  into  the  legal  advances,  but  I  swore 
to  that  statement  without  any  knowledge  that  it. was  not  there,  if 
it  was  not  there.  I  want  to  do  myself  the  right  on  the  record 
liere,  to  have  that  thoroughly  understood.  In  other  words,  I  did 
not  by  any  design  or  thought  omit  from  that  statement  the  pay- 
ment of  that  money  with  any  knowledge  that  it  was  not  there, 
Mr.  Hughes. 
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Q.  When  you  verified  the  statement  on  or  about  December 
31st,  1901,  for  that  year,  and  you  had  arranged  but  a  little  time 
before  for  the  advances  by  Morgan  &  Company  to  take  up  these 
notes,  you  knew  then  that  those  moneys  were  not  included  in  the 
statement?  A.  ISTot  included  in  the  disbursements  of  that  year. 
Q.  Not  included  in  the  disbursements  of  that  year  ?  A.  Of 
1901? 

Q.  Yes.    A.  No,  I  did  not. 

Q.  And  had  not  been  included  in  any  disbursements  of  any 
prior  years,  becaiise  up  to  date  the  ISTew  York  Life  had  not  paid 
any  money?     A.  ~Eo. 

Q.  Now,  when  you  came  to  the  end  of  1902,  and  some  fifty- 
nine  thousand  dollars  of  your  profits  had  been  used  to  liquidate 
account  with  J.  P.  Morgan  &  Company,  did  not  you  know  that 
that  amount  did  not  appear  as  a  disbursement?     A.  I  did  not. 

Q.  You  did  not  have  that  in  mind?  A.  No,  I  did  not  have 
that  in  mind.  "Will  you  permit  me  to  add,  if  I  did  have  it  in 
mind  it  would  have  appeared,  if  it  does  not  appear. 

Q.  You  did  not  have  it  in  mind  any  more  than  when  you  made 
up  the  statement  for  the  Committee,  which  did  not  include  the 
amount?     A.  No,  I  did  not.     I  got  that  from  a  clerk. 

Q.  You  were  aware  at  the  time  these  statements  were  made 
for  the  Superintendent  of  Insurance  that  you  had  assets  which 
were  non-ledger  assets,  or  unlisted  securities,  not  included  in  your 
statement.     A.  What  year  was  that? 

Q.  Well,  any  year.  It  appears  that  there  have  been  from  time 
to  time,  interest  in  securities  owned  by  the  New  York  Life  not 
appearing  in  its  statements  to  the  Insurance  Department.  A. 
Oh  yes,  I  have  known  from  time  to  time  that  we  have  not  in- 
cluded all  our  assets,  or  the  value  of  them,  even.  For  example,  we 
did  not  include  last  year  the  market  value,  which  were  over 
eight  million  dollars 

Q.  Apart  from  market  value,  you  did  not  include  specific 
securities.     You  are  aware  of  that?    A.  Yes. 

Q.  Did  Mr.  Hamilton  have  any  speculative  account  that  you 
know  of?     A.  None,  that  I  know  of. 

Q.  Did  he  have  any  account  Avith  any  brokers?  A.  Well,  I 
only  know  it  by  hearsay  that  he  did  have  an  Albany  account. 

Q.  Who  was  the  broker  ?  A.  The  name  is  very  familiar  to  me, 
but  now  it  has  —  what  is  the  name  of  that  company? 
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MR  JOHN  A.  McCALL,  JK:     Prusser. 
THE  WITNESS:     Prusser. 

Q.  Has  that  been  running  for  a  number  of  years  ?  A.  Only  In 
a  general  way ;  I  know  that  he  has  —  I  think  he  was  counsel  for 
Prusser,  who  was  identified  with  that  firm. 

Q.  "Were  not  some  of  the  moneys  on  these  notes  used  for  that 
account?  A.  Well,  really,  I  don't  know.  I  could  not  say  one 
word  about  it. 

Q.  How  long  did  you  say  he  had  had  this  account  ?  A.  Which 
one? 

Q.  This  accoimt  with  brokers?  A.  Well,  I  don't  know  that 
he  has  one  there.  I  am  only  just  giving  you  my  general  informa- 
tion. 

Q.  Have  you  ever  had  any  transactions,  any  stock  transac- 
tions with  him?  A.  No,  never  at  all,  in  any  way,  directly  or 
indirectly. 

BY  ME.  COX: 

Q.  Do  you  regard  it  as  advisable  for  the  State  to  permit  syn- 
dicate operations  similar  to  the  United  States  Steel  transaction 
on  the  part  of  insurance  companies.  A.  On  the  part  of  insur- 
ance companies? 

Q.  Yes.  A.  Well,  I  myself  am  opposed  to  life  insurance 
companies  owning  stock. 

Q.  Then  you  do  not  think  they  ought  to  go  into  syndicate 
operations  involving  underwriting  stocks  ?     A.   I  do  not. 

Q.  Well,  then,  do  you  think  they  ought  to  be  permitted  to 
invest  in  corporations  which  do  such  business,  where  they  in- 
directly are  required  to  take  a  considerable  portion  of  the  risk 
involved?  A.  It  is  hard  of  course, — let  me  answer  that  in  a 
general  way,  Mr.  Cox.  With  these  large  amounts  of  money  it  is 
very  hard  to  say  exactly  what  line  should  'be  drawn  in  connection 
with  investments,  but  I  honestly  believe  that  the  safer  the  in- 
vestanent  the  better  it  is  for  the  insured,  regardless  of  the  fact 
that  money  may  be  made  by  taking  a  risk. 

Q.  Well,  where  the  company  owns,  as  it  does  in  this  case,  the 
majority  of  the  stock  of  the  trust  company,  of  course  it  Would 
appear  that  it  took  at  least  half  or  more  than  half  the  risk  in- 
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volved  in  the  syndicate  operations  of  this  trust  company.     A.  In 
this  particnhir  year  you  speak  of  ? 

Q.   In  any  year A.   Of  course,  any  company  owning  half, 

takes  half  of  the  risk. 

Q.  Then  that  would  be  one  way  of  evading  tho  statute  forbid- 
ding it  ?  A.  That  would  be  one  way  of  doing  something  where 
there  was  an  expressed  prohibition. 

Q.  Then  woiild  you  say  it  was  advisable  to  prohibit  insurance 
companies  from  owning  trust  company  stock  when  there  was  that 
danger  ?  A.  I  should  not  like  to  go  that  far.  So  far  as  I  go  my- 
self, I  do  not  make  any  distinction  between  any  kind  of  stock.  I 
do  not  believe  that  any  life  insurance  company  should  own  stock 
of  any  kind  or  make  loans  on  stock  of  any  kind.  I  think  they 
have  been  a  source  of  evil,  and  Avhile  there  have  been  large  ap- 
parent profits  from  tremendous  increases  of  book  values,  I  think 
on  the  Avholc,  if  you  will  divide  up  the  earnings,  compared  with 
the  claimed  cost,  there  is  not  evry  much  advantage  in  it. 

Q.  Then  it  is  your  appearance  that  these  companies  should  not 
invest  in  trust  companies'  stock?  A.  Will  you  let  me  amend 
that  by  saying  that  I  do  not  think  the  New  York  Life  should. 

Q.   Of  course,  you  mean A.  I  do  not  want  to  reflect  upon 

any  other  company.  In  other  words,  their  opinion  may  be  just 
as  good  as  mine.  IsLj  own  individual  opinion  is  the  more  you 
take  away  the  speculative  idea  from  life  insurance,  such  devices 
as  investments  in  stocks  and  things  of  that  character,  the  better 
it  is  for  the  insured. 

BY  MR.  HUGHES : 

Q.  In  making  up  your  statement  for  the  State  Department  you 
have  never  included  as  income  any  of  the  bonds  that  you  have 
received  and  hold  under  your  non-ledger  assets?  A.  ISTo.  It  is 
cash  in  the  company. 

Q.  For  example,  last  year  you  got  in  some  $43,000  of  stock 
bonds  as  a  profit  upon  the  original  Steel  syndicate.  That  is  what 
it  amounted  to.     A.  That  would  go  to  profit  and  loss  account. 

Q.  At  the  end  of  the  year  you  apparently  hold  those  bonds? 
A.  Yes. 

Q.  And  they  do  not  appear  in  your  statement  as  either  income 
or  securities  held  ?     A.  No. 
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Q.  In  this  Steel  corporation  syndicate  matter,  in  the  manner 
in  M'hicli  it  was  carried  out,  under  the  agreement  with  the  trust 
company,  was  there  any  reason  why  that  should  not  have  ap- 
peared upon  the  minutes  of  the  corporation  and  have  been  frankly 
stated  as  a  syndicate  participation  of  the  New  York  Life  ?  A.  Ex- 
cept this,  there  was  no  signature  of  the  New  York  Life  to  that 
syndicate  participation. 

Q.  I  know,  but  the  New  York  Life,  if  the  facts  were  disclosed, 
would  have  appeared  as  a  partner  with  the  New  York  Security  & 
Trust  Company  ?    A.   Only  in  the  profits,  and  not  in  the  losses. 

Q.  Well,  that  is  a  pretty  good  partnership  between  the  parties 
themselves.  What  I  want  to  get  at  is  this.  Why  were  j'ou  so 
careful  not  to  have  that  appear  of  record?  A.  Oh,  I  think  it 
should  have  been  of  record. 

Q.  That  is  a  frank  statement,  Mr.  McCall .  It  should  have  been 
of  record?    A.  Yes. 

Q.  I  am  glad  to  have  you  say  that.    That  is  what  we  all  feel. 

THEODOKE  M.  BANTA,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  are  cashier  of  the  New  York  Life  Insurance  Company? 
A.  I  am. 

Q.  How  long  have  you  been  cashier?  A.  About  forty-three 
years. 

Q.  What  are  your  duties  there  as  cashier?  A.  I  am  joint 
custodian  of  the  securities,  and  I  sign  checks. 

Q.  Well,  anything  further?  A.  That  covers  very  largely  the 
duties  that  now  devolve  upon  me. 

Q.  What  do  you  have  to  do  with  the  receipts  or  accounts 
kept  of  the  receipts  of  the  company?  A.  Just  now  I  don't  have 
anything  to  do  with  them. 

Q.  How  long  has  that  been  the  case?  A.  Oh,  perhaps  a  dozen 
years,  or  a  half  a  dozen  years. 

Q.  How  did  that  come  about?  A.  They  called  it  my  depart- 
ment; it  goes  through  the  cashier's  department. 

Q.  Well,  who  is  reisponsible  for  the  correct  accounting  of  the 
cash  of  the  company?    A.  The  treasurer,  I  should  say. 
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Q.  Is  not  tlie  cashier  responsible  for  that  ?    A.  I  should  say  not. 

Q.  Do  you  have  in  your  departjment  all  the  receipts  of  cash 
b}'  the  New  York  Life  Insurance  Company?    A.  Yes,  sir. 

Q.  Do  all  the  moneys  that  come  in  go  through  your  depart- 
ment?   A.  Yes. 

Q.  Do  the  moneys  that  come  in  at  the  treasury  department, 
5  Xassau  Street,  eventiuiUy  come  to  you?  A.  Drafts  are  drawn 
and  they  are  sent  up,  they  do  not  personally  go  through  my  hands, 
they  go  through  others  in  the  department. 

Q.  In  the  cashier's  department?  A.  In  the  cashier's  depart- 
ment. 

Q.  "Well,  in  the  business  of  the  New  York  Life  Insurance  De- 
partment are  matters  so  handled  that  all  the  cash  received  by  the 
company  is  checked  in  the  cashier's  department?  A.  Not  through 
my  personal  hands  or  to  my  personal  knowledge. 

Q.  Take  for  example  a  case  like  the  profits  on  the  Steel  syn- 
dicate participation  with  the  New  York  Security  &  Trust  Com- 
pany, does  the  cashier's  depantment  get  those  items  or  book  them^ 
A.  We  receive  notice  of  them  from  the  treasurer's  department. 

Q.  That  is  you  sliould  receive  notice  in  regular  course?  A. 
We  should  receive  them,  and  they  are  entered  by  my  subordinates 
in  the  cash  book.    I  never  see  tliem  personally. 

Q.  We  have  here  in  evidence  to-day  an  item  of  $40,193.60 
v.'hich  was  received  as  profit  upon  a  transaction  with  Kidder, 
Pcabody  &  Company  in  ]\Iexican  Central,  a  check  from  Kidder, 
Peabody  &  Company  in  September  last  to  the  order  of  the  New 
York  Life  Insurance  Company,  to  that  amount.  Did  you  know 
of  that  check?    A.  No,  I  did  not. 

Q.  Did  that  check  go  through  your  department?  A.  Not  to 
ray  tnowledcje. 

'q.  llow  could  such  a  matter  occur  if  the  cashier's  department 
wa?  in  charge  of  all  receipts?  A.  Our  treasury  department  at 
5  Nassau  Street  received  a  great  deal  of  money,  and  the  money 
.is  deposited  in  the  bank?  of  the  town,  some  of  them. 

Q.  Do  they  draw  checks  in  those  accounts  Avithout  their  going 
through  the  cashier's  department?    A.  They  do. 

Q.  Is  your  cashier's  department  at  346  Broadway  on  such 
matters  dependent  on  such  information  as  is  sent  up  from  tlie 
5  Nass^i  Street  office?    A.  Absolutely,  sir. 

Q.  Are  your  books  at  346  Broadway  necessarily  complete  as 
to  the  transactions  at  5  Nassau  street?     A.  I  suppose  they  are, 
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but  I  only  depended  upon  my — I  have  no  absolute  knowledge  of 
the  fact. 

Q.  Evidence  has  been  introduced  here  of  payments  made  upon 
executive  order  and  large  sums  of  money  that  have  been  paid 
to  Andrew  Hamilton.  Have  those  gone  through  your  depart- 
ment ?  A.  All  the  moneys  that  are  paid  out  through  the  cashier's 
department  are  paid  on  warrants  drawn  by  the  comptroller.  The 
comptroller  of  the  company  sends  a  warrant  into  the  cashier's 
department,  and  he  must  retain — and  he  himself  retains  the 
voucher,  and  we  simply  draw  the  check  on  the  warrants  which 
are  sent  to  us  by  the  comptroller's  department,  and  we  have 
no 

Q.  Then  you  have  in  the  cashier's  department  no  vouchers? 
A.  No  vouchers. 

Q.  You  do  not  know  for  what  purposes  the  moneys  are  paid? 
A.  Except  as  stated  on  the  warrant. 

Q.  Does  the  warrant  state  the  purpose  ?    A.  Yes,  sir. 

Q.  Does  it  state,  for  example,  ip  the  case  of  payments  to  An- 
drew Hamilton,  does  it  state  what  .the  moneys  were  for  ?  A.  Well, 
it  would  say  law  department. 

Q.  That  is  all,  law  department  ?    A.  Law  department. 

Q.  If  there  was  any  voucher  the  comptroller  would  have  that 
voucher?    A.  Yes. 

Q.  If  it  was  made  on  executive  order  the  comptroller  would 
have  executive  order?    A.  Yes. 

Q.  Your  authority  is  simply  the  comptroller's  warrant?  A. 
Yes,  sir,  that  is  all. 

Q.  Do  you  know  of  these  moneys  paid  to  Andrew  Hamilton, 
or  the  purposes  to  which  they  have  been  applied?  A.  I  know 
nothing  whatever. 

Q.  Do  you  know  of  any  cases  where  moneys  have  been  re- 
ceived by  any  officer  of  department  of  the  ISTew  York  Life  In- 
surance Company  which  have  not  appeared  on  its  books?  A. 
Xone,  except  it  has  been  revealed  to  me  through  the  testimony 
which  has  been  taken  in  this  case. 

Q.  Have  you  knowledge  of  securities  which  have  come  into 
■oossession  of  the  New  York  Life  Insurance  Company,  not  ap- 
pearing in  its  ledgers?  A.  I  recall  none — oh,  excuse  me,  I  did 
not  just  get  your  question. 

Q.  That  is  unlisted  or  non-ledger  assets?  A.  Oh,  I  know  of 
non-ledger  assets. 
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Q.  What  knowledge  have  you  of  those?  A.  I  have  knowl- 
edge of  them  because  I  see  them  regularly  every  month,  or  did 
see  them. 

Q.  How  are  those  kept  by  the  company?  A.  They  are  kept 
in  the  vaults,  just  as  the  ledger  assets  are  kept. 

Q.  What  record  is  kept  of  them?  A.  They,  are  kept  in  the 
asset  book,  I  think  is  the  specific  name  that  is  given  to  it. 

Q.  Have  you  any  knowledge  of  moneys  paid  out  by  the  New 
York  Life  Insurance  Company  for  political  piirposes?  A.  IS'o, 
except  as  it  has  been  revealed  to  me  in  this  investigation. 

Q.  Well,  will  you  explain  how  it  is  that  you  as  cashier  would 
not  know  of  contributions  made  by  the  ISTew  York  Life  for  politi- 
cal purposes  to  treasurers  of  campaign  f\mds?  A.  I  understood 
from  the  testimony  of  the  president  that  it  was — that  the  pay- 
ments were  not  entered  in  any  of  our  books. 

Q.  You  were  very  active,  Mr.  Banta,  in  connection  with  cer- 
tain transactions  in  the  New  York  Life  about  the  time  of  the 
close  of  President  Beer's  administration  ?    A.  I  was. 

Q.  I  do  not  wish  to  go  back  to  matters  of  so  early  a  date,  but 
I  would  like  to  know  what  your  duties  have  been  and  your 
opportunities  of  observation  since  that  time?  A.  Well,  they 
are  not  so  great  as  they  were  prior  to  that  time.  The  business 
has  increased  very  largely;  we  do  an  enormous  business  now 
compared  with  what  we  did  fifteen  years  ago,  and  naturally  I 
could  not  keep  in  touch  with  all  the  minutise,  which  I  did  prior 
to  that  time. 

Q.  Have  your  duties  changed  or  been  changed  ?  A.  Well,  yes, 
to  some  extent,  because  I  have  a  larger  force  employed,  a  large 
number  of  persons  who  do  the  work,  which  formerly  I  did.  For 
example,  if  you  will  allow  me,  all  the  interest  on  bonds  and 
mortgages  and  all  concerning  bond  and  mortgage  payments  and  so 
forth  were  paid  through  the  cashier's  department.  Now,  they 
are  paid  through  the  treasury  department. 

Q.  How  long  has  that  been  the  case  ?  A.  Well,  since  the  Han- 
over Bank  was  opened. 

Q.  How  long  was  that  ?  A.  I  have  not  that  in  my  mind,  the 
date,  I  think  three  of  four  years  ago. 

Q.  For  what  purpose  was  the  Hanover  Bank  opened  ?  A.  I 
have  not  any  idea. 

Q.  Was  it  opened  five  or  six  years  ago  ?     A.  Four  or  five  years 

0,  I  say,  I  have  not  in  mind  the  date. 
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Q.  Was  there  any  reason  for  opening  that  ofBce  except  to  bo 
aearer  Wall  street  ?  A.  I  don't  know  of  any,  I  have  never  been 
in  the  office  myself  in  Wall  street. 

Q.  Do  you  know  of  any  syndicate  participations  of  the  New 
York  Life  Insurance  Company,  that  is,  dp  such  matters  come 
to  your  knowledge  as  cashier?      A.    ]!^ot  at  all. 

Q.  Do  the  profits  upon  syndicate  participations  pass  through 
jour  department  ?  A.  They  would  pass  through  my  department, 
as  coming  from  the  Hanover  Bank  department. 

Q.  Would  that  be  so  if  the  Hanover  Bank  department  banked 
them  in  the  account  which  they  kept?  A.  Yes,  because  they 
\rould  send  daily  a  memorandum  of  just  all  the  transactions  sup- 
posed to  be  all  the  transactions  that  had  taken  place  in  their 
Hanover  Bank  department. 

Q.  We  have  had  produced  here  a  ledger  showing  the  commis- 
sions and  profits  received  on  syndicate  operations  in  a  book  kept, 
as  I  understand  it,  at  the  office  at  5  Nassau  street.  Did  you  keep 
a  duplicate  at  your  office  ?  A.  I  think  not.  We  have  never 
seen  it — -I  have  never  seen  it. 

Q.  What  purpose  would  he  subserved  by  sending  to  you  a  mem- 
orandum of  such  matters  if  they  are  booked  entirely  through  5 
Nassau  street  ?     A.  Well,  the  cash  book  is  kept  at  346  Broadway. 

Q.  Merely  the  cash  book?      A.    Yes. 

Q.  That  shoM's  the  receipt  of  cash  items  ?  A.  Yes,  sir,  and 
those  that  come  through  the  Hanover  Bank  department. 

Q.  Is  there  any  audit  to  determine  whether  you  get  informa- 
tion as  to  all  cash  receipts  ?  A.  No,  not  to  my  knowledge.  It 
appears  here  that  certain  checks  have  been  cashed  by  the  cashier, 
as  I  remember  the  testimony  now,  on  Mr.  Hamilton's  presenta- 
tion.     Do  you  know  about  those  ?      A.   I  recall  several  checks. 

Q.  Well,  in  such  event,  did  you  know  for  what  purpose  the 
moneys  were  used  ?  A.  Not  at  all,  checks  were  sent  down  with 
his  endorsement,  and  he  wanted  the  currency  and  I  endorsed 
them,  and  sent  them  into  the  bank,  and  he  drew  the  amount. 

Q.  Are  you  in  a  position  as  cashier  to  know  of  any  irregularities 
in  the  management  of  this  company  ?     A.  I  would  say  no. 

Q.  And  that  has  been  for  how  long  ?  A.  Well,  for  -fifteen 
years  at  least. 

Q.  And  is  your  position  different  now  than  it  was  under  the 
Beers  administration  in  that  respect?  A.  Under  the  earlier  part 
of  the  Beers  administration. 
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Q.  You  are  not  in  a  position  to  learn  as  much  as  you  were  then  ? 
A.  No. 

Q.  Now,  I  find  charged  in  tlie  ledger  No.  3  against  profits 
irom  syndicate  participations  some  items  for  furniture,  Sloaue 
account.  Do  you  know  why  such  items  should  be  charged  in 
the  treasury  department  against  commissions  for  syndicate  par- 
ticipations?    A.  No,  I  do  not.     I  did  not  know  it  was  done. 

Q.  Is  there  a  furniture  account?  A.  Yes  I  understand  there 
is.     I  am  not  familiar  with  it. 

Q.  Is  it  proper  as  a  matter  of  bookkeeping  to  charge  expenses 
of  furniture  in  the  treasury  department  against  receipts  from 
syndicate  participations?     A.  Not  according  to  my  ideas. 

Q.  You  have  no  idea  why  that  should  be  done?  A.  I  have 
not. 

Q.  Do  you  know  anything  about  these  Sloane  bills  for  a  few 
thousand  dollars  in  1902?  A.  I  do  not.  I  never  heard  of  them 
until  they  came  out  here. 

Q.  It  appears  that  you  made  an  affidavit  that  was  sent  down 
to  Texas  some  time  ago  with  regard  to  the  question  whether  any 
contribution  had  been  made  by  the  New  York  Life  to  the  cam.- 
paign  of  1896.  Do  you  recall  the  making  of  that  affidavit?  A. 
I  do. 

Q.  In  that  affidavit  I  believe  you  said  that  you  were  informed 
and  believed  that  no  contribution  had  been  made.  Upon  what 
did  you  base  that  statement?  A.  Because  I  had  never  heard  of 
any. 

Q.  Had  you  any  interview  with  Mr.  McCall  in  regard  to  the 
matter?  A.  I  had  not.  The  affidavits  were  sent  to  me — were 
brought  to  me  by  Stewart  Brown,  as  I  recall  it. 

Q.  Who  was  Stewart  Brown?  A.  Stewart  Brown  at  that 
time  was  a  confidential  man  of  the  president,  and  he  brought  the 
affidavit  to  me  and  I  had  never  heard  of  any  money  having  been 
paid  out. 

Q.  And  you  simply  stated  your  personal  position  in  regard  to 
it?  A.  To  the  best  of  my  information,  knowledge  and  belief, 
that  no  money  had  been  paid. 

Q.  Do  you  kno-sv  now  in  what  way  a  contribution  was  made 
by  the  New  York  Life  in  1896?  A.  I  do  not.  I  have  been  in- 
formed that  there  was  no  entry  whatever  in  the  books  of  the 
company. 
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Q.  And  prior  to  the  testimony  of  Mr.  McCall  this  afternoon, 
did  you  know  how  the  contribution  had  been  made  in  1900  ? 
A.  I  did  not. 

Q.  Prior  to  the  testimony  some  weeks  ago  did  you  know  any- 
thing of  the  contribution  in  1904?  A.  I  did  not,  never  heard 
of  it. 

Q.  Did  you  know  of  any  contributions  for  State  or  local  politi- 
cal purposes  to  either  party  or  for  the  expense  t>f  any  candidate  ? 
A.  I  did  not.  If  you  will  allow  me,  Mr.  Hughes,  I  would  like  to 
say  that  as  much,  perhaps,  as  eight  or  ten  years  ago  Mr.  Leavitt 
made  a  speech  in  which  he  stated  that  I  had  informed  somebody 
that  thirty  thousand  dollars  had  been  paid  to  Senator  Piatt.  That 
statement  was  absolutely  without  foundation.  - 1  had  never  seen 
Thomas  Piatt.  I  had  told  a  gentleman  an  incident  in  reference 
to  the  examination  which  was  made  of  the  New  York  Life  In- 
surance Company  in  18T6,  I  think  it  was,  or  187*7,  in  which  the 
New  York  Life  paid  a  large  amount  through  the  Insurance  De- 
partment, which  became  a  subject  of  investigation  at  the  time 
the  Insurance  Commissioner  was  impeached,  and  there  was  a  case 
at  that  time  that  came  up  in  which  I  was  asked  to  pay  thirty 
thousand  dollars — I  was  then  the  cashier  of  the  company.  The 
president  and  the  vice-president  were  away,  and  I  was  the  only 
man  in  the  office  at  the  time  with  the  exception  of  the  chairman 
of  the  Finance  Committee.  He  came  to  me  and  stated  that 
somebody — 1  think  he  stated  that  "  they  "  wanted  us  to  pay 
thirty  thousand  dollars  to  the  Republican  campaign  fund.  I 
said  "I  will  not  sign  a  check  for  one  cent  to  any  campaign  fund." 
And  then  I  was  informed  afterwards  by  Mr.  Barton  that  some- 
body had  telegraphed  to  Mr.  Beers  in  Europe,  and  that  he  had 
sent  back  word  that  the  matter  would  be  all  arranged,  and  that 
is  all  I  knew  about  it. 

Q.  When  was  that  ?  A.  That  was  1876,  about,  and  I  had  men- 
tioned this  circumstance  to  this  gentleman,  and  he  had  confounded 
the  two  things. 

Q.  Now,  Mr.  Banta,  in  view  of  jowr  relation  to  matters  that 
took  place  at  about  the  close  of  Mr.  Beers'  administration,  it  is 
natural  for  the  Committee  to  expect  any  information  from  you  that 
you  can  give  with  regard  to  the  management  of  the  New  York  Life. 
But  are  we  to  understand  that  from  your  position  with  the  New 
York  Life,  and  from  your  duties,  that  you  have  not  been  in  a 
position  to  ascertain  irregularities  ?     A.  Yes,  largely,  sir. 
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Q.  And  aside  from  the  matters  that  have  been  revealed  in  evi- 
dence, are  you  in  a  position  to  give  any  testimony  as  to  any  matters 
affecting  the  administration  of  the  New  York  Life  ?  A.  I  don't 
think  I  ought  to  be  asked  to  volunteer  anything 

Q.  No.  A.  And  yet  as  a  matter  of  fact  I  do  know  that  at  one 
time  there  were  some  of  the  New  York  City  stocks  that  were  taken 
from  the  vaults  and  a  check  of  one  of  the  national  banks  substi- 
tuted for  a  few  days. 

Q.  What  national  bank  Avas  that?  A.  The  Central  National 
Bank. 

Q.  How  much  of  the  city  stock  was  taken  from  the  vault  ?  A. 
I  think  it  was  about  seven  himdred  thousand  dollars. 

Q.  When  was  that?  A.  Half  a  dozen  years  ago;  I  don't  re- 
member the  date. 

Q.  For  what  amount  was  the  check  substituted?  A.  About 
the  amount  of  the  stock. 

Q.  And  what  was  the  purpose  of  that  ?  A.  I  do  not  absolutely 
know. 

Q.  Well,  you  have  an  idea?  A.  Well,  it  was  simply  conjec- 
ture. All  I  know  is  that  at  one  time  —  the  securities  were  taken 
from  the  vault,  it  was  necessary  for  the  treasurer  and  myself  to 
act  together. 

Q.  Who  took  the  securities  from  the  vault  ?     A.  Mr.  Eandolph. 

Q.  On  whose  order  ?     A.  I  don't  know. 

Q.  To  whom  were  they  delivered?  A.  That  I  don't  know. 
They  were  delivered  to  him ;  that  is,  he  took  them  and  I  simply/ 
opened  the  vault  to  take  them  out. 

Q.  Were  they  delivered  to  the  Central  National  Bank?  A. 
That  I  don't  know.     I  did  not  have  any  connection  with  it. 

Q.  Were  they  non-taxable  securities  ?     A.  They  were. 

Q.  And  this  took  place  at  the  end  of  the  year?  A.  I  think  it 
took  place  early  in  the  year,  the  first  of  January  possibly  or  last 
day  of  December,  I  am  not  absolutely  certain  of  the  date. 

Q.  Before  the  second  Monday  of  January  ?  A.  Well,  I  did  not 
make  any  memorandum  of  it,  I  have  not  anything  to 

Q.  When  did  they  come  back  ?     A.  Within  a  few  days. 

Q.  What  was  done  then  vnth  the  check  or  what  had  been  done 
with  the  check?  A.  Well,  the  check  was  in  the  envelope  which 
previously  had  contained  the  securities. 

Q.  Well,  was  the  'check  banked  ?     A.  No. 
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Q.  And  the  secvirities  remained  on  the  books  of  the  New  York 
Life  as  owned  by  the  New  York  Life.  Was  there  any  entry  made 
in  the  books  of  the  New  York  Life  showing  they  had  been  dis- 
posed of  ?     A.  Not  to  my  knowledge. 

Q.  Or' showing  the  receipt  of  the  check  ?  A.  Not  to  my  knowl- 
edge. 

Q.  Was  the  check  certified  —  it  was  a  check  of  the  Central 
National  Bank?  A.  I  am  not  quite  certain,  but  my  recollection 
if  it  was  a  cashier's  check. 

Q.  How  many  days  were  the  New  York  City  bonds  out  of  the 
custody  of  the  New  York  Life  Insurance  Company  ?  A.  I  woiild 
not  undertake  to  say  because  there  was  no  record  of  it  whatever. 

Q.  How  many A.  I  should  say  just  a  few  days,  but  it 

is  simply 

Q.  Was  any  receipt  given  for  them  or  the  check  simply  sub- 
stituted?    A.  The  check  simply  substituted. 

Q.  And  this  was  about  the  time  when  the  possession  of  New 
York  City  stock  or  ownership  of  New  York  City  stock  would  be 
a  matter  of  importance  for  matters  of  taxation?  A.  I  so  under- 
stood. 

Q.  Was  that  ever  done  but  once  ?  A.  I  think  it  was  done  once 
before,  although  I  am  not  familiar  with  the  particulars  of  it  at 
that  time.  I  simply  recollect  that  was  during  the  time  that  Mr. 
Gibbs  was  treasurer. 

Q.  Now  the  New  York  Life  Insurance  Company  did  not  have 
to  pay  taxes,  did  it?    A.  No. 

Q.  Personal  taxes.     A.  No. 

Q.  And  if  these  bonds  were  loaned  or  delivered  to  another 
person  who  could  use  them,  that  other  person  would  have  just  so 
much  untaxable  securities  ?    A.  So  I  should  assume. 

Q.  When  was  this  transaction  that  you  refer  to,  as  definitely 
as  you  can  state  it?  A.  Well,  I  would  not  like  to  undertake  to 
give  it.  I  should  say  it  was  half  a  dozen  years  ago — oh,  it  was 
since  Mr.  Randolph  came  in  and  he  became  treasurer  in  Novem- 
ber, 1900,  I  think  it  was.  So  I  infer  it  was  about  January,  1901, 
possibly  1902. 

Q.  Has  anything  like  that  taken  place  since  ?  A.  Not  to  my 
knowledge. 

Q.  Or  with  anyone  besides  or  with  any  corporation  besides  the 
Central  National  Bank?     A.  Not  to  my  knowledge. 
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Q.  Would  you  be  in  a  position  where  you  would  loiow  if  any- 
thing of  that  sort  took  place?  A.  I  think  I  would  unless  I  was 
away  from  the  of&ce  for  a  few  weeks  or  a  inonth. 

Q.  Did  this  use  to  occur  in  the  earlier  years  before  Mr.  Ran- 
dolph was  treasurer?  A.  I  recall  once  before  Mr.  Randolph 
became  treasurer,  when  Mr.  Gibbs  was  there. 

Q.  Do  you  know  whether  or  not  Mr.  Randolph  refused  to 
continue  this  practice?    A.  I  do  not. 

Q.  Have  you  heard  as  to  that  ?  A.  Well,  I  think  he  intimated 
that  he  did  not  approve  of  it. 

Q.  Under  what  authority  do  you  and  Mr.  Randolph  act  in 
.  opening  the  vault  ?     A.  The  action  of  the  Finance  Committee. 

Q.  Do  you  do  it  without  such  action?  A.  ISTo.  Do  you 
mean 

Q.  In  other  words  you  have  not  individually  any  authority  to 
open  that  vault  and  give  out  an  amoimt  of  New  York  stock  ? 
A.  Yes;  that  is,  he  and  I  together. 

Q.  You  and  he  together,  with  your  joint  approval?     A.  Yes. 

Q.  Does  it  not  require  joint  approval?  A.  Yes,  it  requires — 
one  man  cannot  open  the  vault  or  open  the  cages  in  which  f^ie 
s^ccurities  are  kept,  no  one  man  can  do  that. 

Q.  Can  one  man  after  the  vault  has  been  opened  by  the  two 
dispose  of  the  securities?     A.  ISTo — yes,  yes. 

Q.  In  other  words,  did  you  participate  in  the  transaction  fur- 
ther than  opening  the  vault,  are  you  responsible  for  the  delivery 
of  those  securities?  A.  No,  I  am  not.  The  securities  are  de- 
livered on  the  order  of  the  treasurer. 

Q.  Then  the  treasurer  has  the  right  to  come  to  you  and  say 
that  he  wants  the  vault  opened  and  wants  certain  securities'^ 
A.  That  is  it. 

Q.  And  his  direction  is  your  authority?  A.  That  is  it,  my 
warrant. 

Q.  And  does  the  treasurer  have  the  authority  to  do  that  with- 
out the  direction  of  any  other  officer  or  any  other  committee  of 
the  board?  A.  I  assume  that  he  is  acting  on  the  instructions 
of  the  Finance  Committee.  I  don't  absolutely  know  it,  but  I  take 
that  for  granted  as  a  matter  of  fact,  that  when  securities  are 
taken  out,  they  are  taken  out  for  the  purpose,  as  directed  by  the 
Finance  Committee.     I  do  not  know  it  personally. 

Q.  Do  you  know  anything  as  to  the  uses  of  money  in  connec- 
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tion  mth  the  Insurance  Department,  for  any  purpose?     A.  I  do 
not. 

Q.  Since  of  course  1876,  I  mean  to  say  in  the  last  fifteen  years '': 
A.  ISTo,  sir. 

Q.  Or  for  any  purpose  of  affecting  legislation?     A.  I  do  not. 

Q.  Or  for  any  purpose  to  benefit  any  of  the  officers?  A.  I  do 
not. 

Q.  Are  you  insured  in  the  New  York  Life  ?  A.  I  am  and  have 
paid  premiums  for  48  years. 

Q.  Have  you  received  commissions  from  any  agents?     A.  No. 

Q.  And  do  you  know  of  any  stock  transactions  in  which  the 
New  York  moneys  have  been  used  in  which  any  individual  officer 
has  profited?     A.  Not  under  the  present  management. 

Q.  I  mean  since  the  present  management.     A.  No. 

Q.  Do  you  know  of  any  other  payments  made  by  the  company 
for  the  benefit  of  Nylic?  A.  I  do  not  except  I  have  signed 
checks. 

Q.  And  those  checks  have  been  regularly  booked?     A.  Yes. 

Q.  Have  any  payments  come  through  your  office  where  the 
amount  of  these  payments  have  not  been  regularly  entered  as  ex- 
penses on  the  books  of  the  company  that  you  know  of?  A.  Not 
that  I  know  of,  no — will  you  repeat  that  question  ? 

Q.   (Eepeated.)     A.  No,  not  that  I  know  of. 

Q.  What  is  your  salary,  Mr.  Banta  ?     A.  $15,000. 

Q.  How  long  has  it  been  such?  A.  About  seven  or  eight 
years,  I  should  say. 

Q.  Arc  you  a  member  of  the  Board  of  Directors  ?     A.  I  am  not. 

Q.  Are  you  a  member  of  any  committee  ex-officio?  A.  I  am 
not. 

Q.  Your  duties  and  responsibilities  are  confined  exclusively  to 
your  position  as  cashier?     A.  Yes,  sir. 

THE  CHAIEMAN:  The  Committee  will  now  adjourn  to  10.30 
o'clock  sharp  to-morrow  morning.  All  witnesses  who  have  been 
in  attendance  are  requested  to  be  in  attendance  to-morrow  morn- 
ing at  that  hour. 


